February 12, 1990 LB 1199

SENATOR LANDIS: Mr. Speaker, nenmbers of the Legislature,
LB 1199 nakes sone housecl eani ng changes to a bill that we
passed | ast year with respect to witten credit agreenents. As
ou will recall, with a few exceptions, what we said in that
ill was if you wanted to make a modification in a credit
arrangenent or agreenent, you needed to do it in writing. | f
you had a preloan agreenent, that, t00, needed to be in witi ng
to be effective. LB 1199, the housecleaning bill, came out of
Banking Committee seven, nothing. Representing the Nebraska

Bankers Associ ati on and the Kansas-Nebraska |[eague of avinas
and Loan Institutions were Bob Hallstromand LarTy Ruth, goth Pn
favor of themeasure. The changes include a broadening of the
coverage of the institutions that are affected py the written
preloan and postloan nodification rule. The agreement extends

very clearly now to federal banks. There was a question as to
how to interpret the | anguage of the last bill as to whether .or
not it covered only state banks or not. ||, this one nmakes it

clear that it must cover not only state pyt federal banks as
wel |l as state or federal savings and |oans, building and | oans,
credit unions, industrial l|oans and investnent conpanies, ra
hol ding conpany or affiliate or subsidiary of such institution.
So all of those entities will come under the same rules that e

passed in |ast year's bill that Senator Schinek had as her
priority on that day. One of the things that the bill does, jp
addition to broaden the coverage of institutions whichare

covered by this general principle, is to make clear that we 4o

talking preloan and postloan ppdifijcations as opposed to the

witten credit agreement itself. \what we didn't want to have
happen was to have ajurycone back with a conclusion or ?\ﬁe

Ludge come back with a conclusion or sense, perhaps, that ihere
ad been an oral understandinq1 or perhaps_tgat the notice
requirenments of this act had not "have been conplied ith tha

the loan, itself, was in default or was flawed in sone way whic

woul d not permit recovery. The hill is neant to say clearly
that, in fact, if there is a loan and you phave got the noney
under the | oan, you need to pay it back. This is not neant to
create some method of defense for that simple commercial
transaction. Lastly, it includes an appropriate Paundry i st o%
instruments and docunents which should not be conceived of as
the credit agreement so that, in that case, there is no problem
with the applicationof this rule to defeat what should be
recoverable interest, and that is the | oaning of noney.
Finally, ~there is an attenpt to parallel the kind of
notification requirements in the preloan to the postloan
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