January 11, 1989 LB 341-372
LR 3, 5

able to assist other agencies, other investigating committees,

other individuals who are involved. I have pledged my
cooperation to some of them with whom I have visited. I know
that Senator Chambers feels the same way. I know that other

members of the committee feel the same way. I hope that we are
all pursuing the same goals, same objectives and that we can
work together. I want to say again that this comwittee will act
with propriety, honesty and integrity. We intend to obtain the
best counsel we possibly can and we intend to protect the rights
of the innocent and to pursue those who might have been less
than innocent. Mr. President and members, I ask for a positive
vote on the resolution.

PRESIDENT: That was the closing. The question is the adoption
of the resoluticn. All those in favor vote aye, opposed nay.
Have you all voted? Record, Mr. Clerk, please. Record,
Mr. Clerk, please.

CLERK: 32 ayes, O nays, Mr. President, on adoption of LR 5.

PRESIDENT: The resolution is adopted. You have some new
bills, Mr. Clerk.

CLERK: Mr. President, I do. New bills. Mr. President, Senator
Labedz would like to have a meeting of the Reference Committee
now in the Senate Lounge. Referencing Committee in the Senate
Lounge, Mr. President, right now. Senate Lounge for Referencing
Committee. New bills. (Read by title for the first time
LBs 341-355 as found on pages 183-87 of the Legislative
Journal.)

PRESIDENT: We will be at ease for a few minutes for referencing
and receiving a few more bills.

EASE

PRESIDENT: (Microphone not activated) and capable of
transacting business. I propose to sign and do sign LR 3. Would
you like to continue, Mr. Clerk, please.

CLERK: Yes, Mr. President, thank you. New bills. (Read by
title for the first time LBs 356-372 as found on pages 187-91 of
the Legislative Journal.)

Mr. President, I have a new resolution offered by Senator Hall.
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January 17, 1989 LB 303A, 309A, 356, 438, 473-495
LR 7

CLERK: 30 ayes, O nays, Mr. President, on the motion to suspend
that particular rule and refer 303A and 309A tc Appropriations
Comrmittee.

PRESIDENT: The motion is carried, the rules are suspended, and
the bills are referred to the Appropriations Committee. What
would you like to do now, Mr. Clerk?

CLERY : Mr. President, Reference Committee will meet in
Room 2102 now for referring of bills; Reference Committes in
Koom 2102 now for referring of bills.

PRESIDENT: The Reference Committee or the Executive Board will
adjourn, leave us for a while. We'll stand at ease for a little
while until they come back. So, rclax.

EASE

CLERK: Mr. President, new bills. (Read LB 473-492 by title for
the first time. See pages 245-50 of the Legislative Journal.)

Mr. President, I have a new resolution, LR 7, by Senator Hall.
(Read. See pages 250-52 of the Journal.)

Mr. President, Senator Mcrrissey would like to add his name to
LBs 356 and 438. Finally, Mr. President, I have a Reference
Report referring LBs 410 through 462. That is all that I have,
Mr. President.

PR:SIDENT: If I could direct your attention, please, over under

the north balcony we have a special guest. Senator Stephanie
Johanns, it looks like you. Would you step out so we can see
Jou. Please welcome former Senator Johanns back to the
Legislature. Do you have any words of wisdom for us now that
You are out? Senator Lynch, you haven't done much today. Would
you like to...just a moment. Don't go to work yet. Just a

miriute. Mr. Clerk.

CLERK: Mr. President, a couple of bills coming in. In
addition, I have hearing notices for the Education Committee and
one from the Judiciary Committee signed by Senators Withem and
Chizek as Chairs.

Mr. President, new bill. (Read LB 493-495 by title for the
first time. See pages 254-55 of the Legislative Journal.)
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February 24, 1989 LB 356, 357, 450, 676, 698, 781, 809

Supreme Court. Thank you.

PRESIDENT: Senator Abboud, please, followed by Senator Smith.
Senator Smith, please.

SENATOR SMITH: Are there any other lights on, Mr. President?
PRESIDENT: No, you're the last one.

SENATOR SMITH: Okay, then I won't speak at all on anything
further about the bill unless someone has a questicn and
evidently they don't. I would just ask for their support in
advancing the bill.

PRESIDENT: The question is the advancement of the bill. All
those in favor vote aye, opposed nay. Record, Mr. Clerk,
please.

CLERK: 30 ayes, O nays, Mr. President, on the motion to advance
LB 781.

PRESIDENT: LB 781 passes. Mr. Clerk, something for the
record?
CLERK: Mr. President, yes, thank you. Banking Committee

reports LB 356 to General File with amendments. Transportation
Committee reports LB 450 to General File with amendments. Those
reports are signed by Senator Landis and Senator Lamb
respectively. (See pages 870-71 of the Legislative Journal.)

Senator Schmit moves to withdraw LB 676. That will be laid
over, Mr. President.

Report of lobbyists for this past week.

Mr. President, Senator Goodrich has amendments to be printed to
LB 698. (See pages 872-73 of the Legisla' ive Journal.)

And, Mr. President, I have a reference report referring LB 809
to the Revenue Committee. And that's all that I have,
Mr. President.

FRESIDENT: We will move on <o General File, LB 357.

CLERK: Mr. President, 357 is the bill that was introduced by
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March 13, 1989 LB 46, 54, 145, 182,211, 237, 247
259, 288, 315, 316, 356, 379, 388
411, 418, 437, 447, 449, 449A, 506
587, 630, 651, 652, 809

SPEAKER BARRETT PRESIDING

SPEAKER BARRETT: (M crophone not activated) ...to a new week in
this the life of the First Session of the Ninety-first
Legi slature. Our Chaplain this norning for the opening prayer,
Pastor Jerry Carr of First Four-Square Church here in Lincoln.
Pastor Carr, please.

PASTOR CARR:  (Prayer offered.)

SPEAKER BARRETT:  (Gavel.) Thank you, | astor Carr. We hope you
can come back again. Rol |l call.

CLERK: Quorum present, Nr. President.

SPEAKER BARRETT:  Thank you. Any corrections to the Journal ?
CLERK: | have no corrections, Nr. President.

SPEAKER BARRETT:  Nessages, announcements, reports?

CLERK: Nr. President, your Conmittee on Enrollnent and Revie
respectfully reports they havecarefully exam ned ang revi ewe

LB 587 and recomend that same be placed on Select File; LB 379,
LB46, LB 38 and LB 145, Bp237, LB 418, LB 506, LB 449,
LB 449A and LB 54, all placedon Select File, someof which have
E 6 R amendments attached. (See pages 1059-66 of the
Legi sl ative Journal.)

M. President, Business and Labor Committee (gnorts LB 630 to

General  File: LB 315 to General File wi:h amendments; LB 288,
indefini tely postponed; LB 316, indefinitely postponed, g 411

indefinitely postponed, and LB 652, indefinitely postponed,
those signed by Senator Coordsen as Chair of the Buiness and
Labor Commi ttee. (See pages ~067-69 of the Legislative
Journal.)

Nr. President, a series of priority bill designations. Senator
Wthem as Chair of Education, hasselected LB 259 and LB 651.
M. President, Senator Nelson has sel-cted LB 447; Senator

Langford, LB 211; Senator Coordsen, LB 182; Senator NcFarl and,
LB 437; Senator Byars, LB 809; Senator W them LB 247: and
Senator Crosby selected IB 356, Nr. P -esident.

| have an Attorney Ceneral's Opinion addressed to Senator Hefner
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April 10, 1989 LB 356
LR 69

SPEAKER BARRETT PRESIDING

SPEAKER BARRETT: Good norning, |adies and gentlenen. Welcome

to the George W Norris Legislative Chanber and this p.e
sixty-second working day in the life of the First Sessi on of t
Ni nety-First Legislature. Chaplain of the day, the opening

prayer, Nr. Harland Johnson. (Gavel.)

HARLAND JOHNSON:  (Prayer offered.)

SPEAKER BARRETT: Thank you, Harland, very nmuch. Roll call.
CLERK: | have a quorum present, Nr. President.

SPEA~ BARRETT: Thank you. Wth a quorumpresent, any
corrections to the Journals

CLERK: | have no corrections this norning, Nr. President.

SPEAKER BARRETT: Any reports, announcements or messages?

CLERK: Nr. President, I have no reports, messagesor

announcenents at this tine.

SPEAKER BARRETT:  Thank you Wile the Legislaturejs in

session and capableof transactl ng business, | propose to sign

and |l do sign LR 69. (See page 1596 of the Legislative
Journal. ) Noving to General File, Nr. Clerk, 1989 Senator

prio. ity bills, LB 356. (Gavel.)
CLERK: Nr. President, LB 356 was introduced by gepnator Landis

and a nunmber of menmbers. (Title read.) The bill was introduced
on January Il of ~this year,referred to the Banking, Commerce
and Insurance Cormittee for public hearing. The ~ pill was
advanced to General File. I do have conmmittee anendnents

Rlendl ng by the Banking, Commerce and I nsurance Committee,
r. President.

EPEQ_KER BARRETT: The Chair of the Banking Conmttee, Senator
andis.

SENATOR LANDIS: Nr. Speaker, nenbers of the Legislature, the

conmittee amendment strikes references in this bill that appIY
to Commonweal th and it is only because duty constrains me that
stand here to nmake this notion. Ny light is on, Nr . Speaker,
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not for the purpose of being recognized in the nornal course of
events as a chai rman maki ng a notion, but as aenber of the
body who chooses to speak on the issue once jt js introduced,
and | hope that ny light is reflected on your panel accordingly.
This is the mere statement, of ny obligation as a conmittee

chairman to report the conmittee's actions on a motion. The
committee adopted the amendnment and advanced the bill, |eaving
Anerican Savings and State Securities in the bill, striking
Ccwnonweal th, and | informthe body of the committee's actions

and give it the opportunity to pass the committee amendments.

I, myself, personally, of course, oppose the commttee
amendrments as | did in their voting in the conmmttee rather, gnd

will renew ny argument against the committee anmendments \when |
get to speak as an individual nenber of the body. wth that, |
reluctantly, and because of duty, move the adoption of the
comittee anendnents.

SPEAKER BARRETT: Thank you. Di scussion on the conmittee
anendments to LB 356, Senator Crosby, followed by Senator
Wesely.

SENATOR CROSBY: Thank you, Hr. Speaker. |t is a pleasure to
speak this norning for the depositors as we affectionately (g

this blll, LB 356, t he Depositor's Bill. | stand to Opposethe
amendment whi ch elininates Commonwealth depositors from this
bill. Commonwealth is the cornerstone of this particular
| egi slation. Conmonweal th's failure in 1983 is what started the

downhill slide for the other industrial banks. There were... was
a run on each one of them, and that whole thing was begun
because of the Commopnweal th failure. So | do oppose this and |

want to speak, as far as the amendnment is concerned and 35 the

whole bill. This bill is about.. . | want to tell you what it is
about, and then again, | will urge you +to vote against this
amendment. This bill s about justice, fair play, noblesse
oblige, ‘ntegrity. It's about living up to our
responsi bilities. In the original |egislation, the words

"Nebraska Depository |nstitution Guar ant% Corporation” were
i ncluded and nmandated to the industrials that they have that in
t here adverti si ng, intheir w ndOV\B, everywhere in their banks
so people would understand that there was a backing for their
deposits up to a certain amount, an insurance backing. \Wh at
became evident to people when they read that line is, Nebraska
and the word "Guaranty". That's  what, comes out to them
i mredi atel y. Now t he State of Nebraska is not that outline on
the map, it's people. It is youand I, it is gl of wus. A
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state is made up of people and as people we do have this

obligation to reeurn to these depositors of the failed
industrials the amount that they had guaranteed by the Nepraska
Depository Institution Guaranty Corporation. W all like to

sing that "song, "There is No Place Like Nebraska" and |ast ygek
on our last night in Rome, of course, we sang that to the
Italians so they know where we cone from But remenber those
two lines that say, "where the girls are the fairest and the
boys are the squarest”. You have an opportunity today to make
those two lines a reality and be fair and square, yote for this
| egislation to reinburse the depositors of all of the industrial
banks and | urge you to vote against this amendnent. We must

keep Commonwealth in it and then vote to advance the bill.
Thank you.

SPEAKER BARRETT: Thank you. Senator Wesely, on the conmittee
amendnent s. Thank you. Senator Coodrich, followed by Senator
Korshoj.

SENATOR GOODRI CH: Nr. President, menbers of the body, th
conm ttee anmendnents, as | understand, take Commonweal t h ‘out o?
the bill. And in my opinion, that is the way it should be. The
reason for that is that we gave S8.5mllion to the Commonweal t h
depositors and that's as far as |'mgoing to go. Remember when
we adopted this particular $8.5 mllion "pailout", Senator
Johnson, Vard Johnson, who was here with us at the time said

that that, in essence, was what had been concluded to be the
figure that would relieve the state of any and all liability for
t he Commn\_/vealth depositors. nNow, what | amwilling to do is
that | will support, rather, the State Securities and the

American Savings people to exactly the same extent that we
bail ed out, or reinbursed the Commonweal th people. \Whenwe can
et that anendnment drafted so that it not only elimnates,

eaves Commonwealth out of it in other words, but reinburses
American and Securities people to the same extent that we did

the Commonweal th people, then I'mwilling to support that, but
that's as far as | can go. And | woul d whol eheartedly recomend

to this body that once you give any nore money to the
Commonweal th peopl e, you're in trouble bécause of the ¥act t hat

we gave them 8.5 nmillion for a settlement of that issue gnd we
should not go any further. | would urge you to support the
conmi ttee anendnent, thank you.

SPEAKERBARRETT:  Thankyou. Snator Korshoj. Thank you.
Senator Hall, on the amendnments. Question has been called. |
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woul d...l will not recognize that in viewof the limted gmount
of discussion that has taken place. Thank you, Senator Hall.
Senator Crosby.

SENATOR CROSBY: Thank you, M. Speaker . I just want to
reiterate what | said before about this amendment, that
el imnating Coomonweal th elimnates the cornerstone of the whole
question, and $800,000 is a very small anount of nmoney compared
to what these people really lost and | just feel strongly that

you should not amend Commonweal th out of it. |f you do, .that,
11 ay of thinking, elimnates al nost the whole bill, the
WﬂOl e |dea of the bill. The Commonweal th depositors are

ones who really have worked very hard to see to it that everyone
is treated fairly in all of these banks, solurge you not
vote for this anendnent and keep Commonweal th as part of LB 356
Again, | say Commonweal th is the cornerstone. It's failure s
what started the run on those other banks. Youcan't get away
from that, so please don't...vote against this amendment,
pl ease. Don't take Commonwealth out. Thank you.

SPEAKER BARRETT: Thank you. Senator Schmit, f o loved by
Senators Landis and Wsely.

SENATOR SCHM T: Mr . President and nmenbers, | also rise in
opposition to the commttee amendnents. | agr eew th what
Senat or Croshy has said and |I' |l be very frank and brief that

believe that all of the entities should be treated equally, and
that if we are going to discuss the issue on the floor, we ought
to discuss themin their entirety. There is a...is some
difference with Commonweal th, but | still believe that the
matter of equity demands that we discuss each of them at the
sane time and then allow the Legislature to nmake a deci sion as

we proceed. So | would ask you to reb5ect the comittee
amendnments at this tine.

SPEAKER BARRETT: Thank you. Senator Landis.

SENATOR LANDIS: Thank you, M. Speaker, nenbers of the
Legislature, I' ve been asked the |egal status...if | could
summari ze the |egal status of claims against the state and
actions that we' ve had in the p;st, and|I' Il domy best.
Frankly, this is a difficult area and | hope that my statenent
isin all detail correct. Wepassed LB 1andit wasapproved by
the Governorin 1985. It was an $8.5 nmillion settlenent of the
Commonwealth tort claim |t was a settlenment reached between
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the receiver, the Banking Departnment, and the State Legislature
in which we appropriated8.5 mllion. Let me read to you a
section of the law on our part authorizing the $8.5 mllion. |p
Section 2 it states, it is specifically understood and agreed
that this release shall not prejudice or prevent the Departnent
of Banking and Fi nance of the State of Nebraska as a receiver of
Conmonweal th Savings Conpany from attenpting to obtain an
addi ti onal appropriation fromthe Legislature. Now the State of
Nebraska, as such legislativebody, may, in its discretion,
determine to be appropriate in the pu%lic interest or to meet
any nmoral obligations of the State of Nebraska. | do not know
of a successful claim against the state by . Commonweal th
depositors nor, given recent Suprene Court action, Is there a
successful claimby State Securities depositors or Ameri can
Savi ngs depositors. The courts so far have utilized the
exceptions in the law which relieve the state of liability for
the discretionary acts of its representatives and bureatcrats
and in so relying have found no legal liability on the state's
part in this area. It is not the claimof proponents of 356
that either the Commopnweal th depositors or the Anerican Savings
and the State Securities depositorsare entitled to recovery
based on a legal claimwhich is either nowin the courts or
woul d be suCcessful were it to be taken to the courts. |don't
think you can read the court cases to say that. Wedo have a
court-approved settlement petween the state and the receiver,
al though the depositors thenselves,. gyer 900 of them petitioned
the court saying we do not accept this award. And, secondly,
t he Legislature at the time it authorized the 8.5 mllion
appropriation, did not foreclose the prospect of successful
action today. It specifically accepted this kind of action,
action in which, due to the noral obligations this body should
feel with respect to depositors, ppke anends along the |ines of
the guaranteed anounts which the state participated in with
respect to NDI CGC. So therds no successful legal claimright
now. Thereis no legal settlenent for State Securities of
American Savings. Thereis a court-approved settlenent between
the state and the receiver with respect to Commonwealth g the
tune of $8.5 million, but  which specifically, on the
L_e%islature'_s part, recognizes the prospect of action on g day
like today in whichwe as a body decide to make whole,
depositors who relied on the State of Nebraska.

SPEAKER BARRETT: One mi nute.

SENATOR LANDIS: ...over and above that $8.5 million settlemnment.
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| want to use ny time to go beyond that |egal characterization,

however,. to point out that a nunber of institutions around this
state have undergone difficulty in the last three or four years.

Western Nebraska Savings Conpany in Allijance whi ch was
reorgani zed under the FDIC, openedand doi ng busi ness now as
Western Bank. I n Beatrice the First Securities Savings has been
reorgani zed and opened. In Col unbus the commerce Savi ngs of

Col unbus has been rescued under FDIC approval. Frenont, Geri ng,

Grand Island, Gretna, Hastings, Kearney, Lavista, Lexington,

Loui sville, Norfolk, Nort h Pl atte, Papillion, Schuyler,
Scottsbluff, Sidney, Wayne, Waverly, York, all of whom had

financial institutions that grew jnsolvent, not with any
assistance by the State of Nebraska, not with any kind of
assi stance of an NDI GC. ..

SPEAKER BARRETT: Time has expired.

SENATOR LANDI S: . ..sponsor guarantee, but on their own and fqor
which there was remedy by federallybacked FDIC or federally
backed FSLIC, reorganized and reopenedso that depositors did

not feel in)ury whatsoever. That same rescue was not
available...

SPEAKER BARRETT: Ti me has expired, Senator Landis

SENATOR LANDIS: ...to three institutions in this state and
that's what LB 356 is about. |I' Il leave nmy light on and renew

it again, Nr. Speaker. Thank you.

SPEAKER BARRETT: Thank you. TheChair is pleased {9 announce
that Senator Atboud has some guests in our south balcony,
24 Covernment students, 5uniors and seniors from Ral ston High
School with their teacher. Woul d you peopl e pl ease stand and %e
recogni zed by your Legislature. Thankyou. Were pleasedto

nave you with us this norning. On the committee amendnents,
Senator Wesely, followed by Senators Labedz and Hal | .

SENATOR WESELY:: Thank you, Nr. Speaker, members, as a Banking
Committee menmber | want to al so express ny opposition to this
amendnent . The amendnent really does throw this bill into a
very unfair situation where it provides relief up to the $30, 000
?uarantee for two of the three institutions affected by these
ailures but the third would only receive a partial recovery of
| osses. So to be fair we really have to do an gcross-the-board

consideration of the issue. Sowhether you agree or disagree
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with the matter, the introducers of the bill which include
nysel f and Senator Landis and Senator Crosby and a number of
ot her menbers of this Legislature, to be reasonable and fair

do need to reject the commttee amendnents and deal with this on
an up-front, across-the-hoard concept, and that is exactly the

concept we need to keep in mnd. This bill is saying this state
madea guarantee of $30, 000. W' ve partial onrepaid the
Commonweal t h peopl e, not anywhere close to the $30, 000.

to take a further step to bring themup to the 030, 000 gu\évrearr]w?%de

and the other two institutions that have received nothing need
likewise to be dealt with in that same fair and equitable

across-the-board fashion. go to deal with the basic concept of
neeting the $30,000 guarantee, you nust reject the commttee

amendnents and deal with all these institutions fairly and
simlarly. And so with that, I'd ask for your help as e to
reject the comm ttee anmendnents and al so give the rest of ny
time to Senator Landis.

SPEAKER BARRETT:. Senator Landis.

SENATOR LANDI St Nr. Speaker, menbers of the Legislature, gjpce
Its | ncept ron the COfTTTDnVVeal th di saster has pronpted a great
deal of editorial comrent in this state and it's significant 4
understand that this issue has a statew de constituency. |; has
the editorial suglport of a nunber of newspapers representing a

wi de variety of public opinion jn this state.
papers which have editorialixed or have spoken on beﬁarp?n%ftht%sles
issue and suggested that the state should honor its claim and
its nmoral obligations to depositors of Conmonweal th, included in

that |ist of papers are the . the
the , the Qz~~ MB, the—~e
the , , the
C ~and also papers in
Norfolk, North Platte, Omaha, O' Neill, Pierce, Pol k,

St. Edwards, Scottsbluff, Seward, South Sioux City, Superior,
Syracuse, Wahoo, Wakefield, Wst Point, Wsner

) > York
other words, as is so often portrayed quietly %?? t%(re fl oor U)]/
ny colleagues, this js not a Lincolnjssue, nor with the

i ntroduction of the other two institutions,a Ljncoln/Oraha
i ssue. There are voices fromacross this state

: h t s when
this state allows its nanme to be put on a guarantee angypermt

its name, not pernmit, actually require its name to be affixed as
the part of the seal of when one enters upon the doorway o5 ap
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institutio~ and on the materials that are handed to potenti al
depositors, when the state requires that to be done, the state
assumes a noral responsibility when, in this case, a Ponxi
scheme robs depositors of thousands and thousands, ni|lions and
millions of dollars. Is there a reason to distinguish
Commonweal th fromthe other two institutions'? No, there isn't,

and the $8.5 mllion settlenment ie no reason either. The claim

we make today is not based on legal liability. Frankly, that
question has been answered, | think, for al |l of t he
institutions. They are all in the same boat. The question is

whet her or not the state will stand by the | oophole which all ows
xt to get out of legal responsibility...

SPEAKER BARRETT: One mi nute.

SENATOR LANDI S: .. .and to watch the hopes and dreams of the
depositors go down the drain eyen when they relied upon the
guarantee of the state. |, for one, say no, and I'm hoping the
ody agrees with me that, in fact, there is no distinction to be
made here, nor should there be a distinction between these
i nstitutions and that Ion?( list of institutions which were
rescued by taxpayer-backed jnstitutions at the federal Ievel
whi ch all of us support and were rescued in a way that no
depositor in this state, except these institutions, have been
prejudiced. |, for one, ask the body to look at the issue of
Commonweal th, see that it is no different than the other two
institutions and realise that hal fway neasures are not just por

fair, that to say we' ve given an inadequate amount of
(f:orrpensatlon justifies no further actionis a m stake. In
act.. .

SPEAKER | @B6t ETT: Ti me has expired.

SENATOR LANDIS: ...we need to do what is due and owi ng and that

is meeting the $30,000 guarantee for each of these three
institutions.

SPEAKER BARRETT: Senator Labeds.

SENATOR LABEDZ: Thank you, Nr. President. |, too, rise in
opposition to the conmttee anendnents. |am a co-sponsor of
LB 356 and very proud to do so. It is very, very ard and

difficult for me to believe that the state would not, especially
on the Commonweal th issue, back the $30,000 guarantee that So
many of the depositors felt they had. It is especiallyhard for
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those, especially the elderly, that have worked hard 3| their
lives and saved and saved and saved for their retirement and
then at the very end know that they cannot even get a return g,
their savings, so |'mvery, very proudto be a co-sponsor of
LB 356 and | urge the rejection of the conmittee anendnents.

SPEAKER BARRETT: Senator Hall.
SENATOR HALL: | yield to Senator Landis.
SPEAKER BARRETT: Senator Landis.

SENATCR LANDI S: Since there has been no opposition with the
exception of Senator Goodrich, |I' |l nake sore brief remarks and
perhaps the question could be called and we could get this
i ssue. If, infact, the committee amendnentsare adopted, e
woul d have the chance to offer an amendment and renew this
collcquy if necessary. I have on a couple of occasions spoken
an anal ogy which | think applies and perhaps it has worn out its
wel cone, but | find that it's the only way | can vent my
frustration on the issue and so | do it again. waat the state
has done in this situation | think is rather analogous to a
person in whom you have trust and faith. Perhaps you've hired
them as a watchrman and have put themon retainer o make sure
that your house is safe and they do a search every night. g

one night they cone across a closet and in the closet is an opén
gas can and sone enptyrags and dirty rags and sone flints and
some dynanite, all in proxinity, and then there is this flashing
open el ectrical socket that is sparking up above, and seeing
this dangerous situation the watchman cl oses the door and turns
the light off in the roomand stands outside the door. apdnext
to it are two other closets as well and he stands guard outside.
And a person walks up, the person who has hired tnjs watchman,

the homeowner and he says, is it safe in there' PAndthe

wat chman, oh, it's perfectly safe, | promise you it's safe; feel

free to go inthere, it's safe in there. And the homeowner
says, well, all ri ght, and the watchman says,

itys dark in there so here's a lighted torch to cgprybywtihﬁ Waoyl,J
when you go inside. |I'mjust going to wal k down the half he?’e,

but you take the lighted torch inside the closet. And so t he
homeowner does, the rags ignite, the gasoline fires up, the TNT
expl odes and t he house cones crashi ng down. The homeowner is

the depositor, asking the state, the person hired to do their
bidding, to see if institutions are safe. ggkj ng their advice

is this safe'? And the watchman who knows it"s unsafe through
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the five previous annual exam nations of the institution, who
knows there is insider deals, who knows it's insolvent, who
knows that it's a Ponsi scheme and noney is coning in the fqnt
and going out the back, the state who knows this says, why sure,
it's safe. Not only that, it's guaranteed. And not only that

we' re going to raise the $10,000 guarantee to 30000 on you'r
way into the closet, sohere's your burning $30, 000 guarantee
torch, have at it, it's safe. And now the bruised and battered
depositor or homeownercones back to the watchman and says, it

wasn't safe. , Your.advice was bad. | hired you to rely on you
and | couldn't rely on you. And here we are saying, too darned
bad. Youshould have known better. Of course, ou'

re
bank exam ner, you didn't know what we knew, but y%u shoulr(!ioltwavg
known better. You' re not alawer, you didn't read the statutes
and see where the NDI GCreally wasn't a state institution, it
doesn't matter. ..

SPEAKER BARRETT: One m nute.

SENATOR LANDIS: ...you're on your own here. You're na an
accountant, you don't know the federal laws. You' re not a
hi gh-powered financial analyst, you' re not a panker, too bad,

you're stuck. Even though you' ve conme to rely on us, even
though you hire us to do this work, we've got 4 loophole and
we're going to stand by it. If the |oophole is nore inportant
t han keeping our word, in this case the depositors, that's the
situation that | think we' rein. And it breaks heart beyond
rryabilit%tofind words to capture that, that we have not found
a way to honor what | think is a sacred trust. | urge the

rejection of the commttee anendments.

SPEAKER BARRETT: Senator Korshoj.

SENATOR KORSHQJ: M. Speaker and nenbers, if David Landis would
yield to a couple of questions, and I'mgoing to give the rest
of nmy time to Senator Chanbers.

SPEAKER BARRETT: Senator Landis.

SENATOR KORSHQJ: What year did we set up this NDIGC? \what year
wasit set up?

SENATOR LANDI S: About 1978, but | tell you what 1' ve got

my...l" ve got a...l can find that for you, Frank, be. fore o~
debat e cl oses this norning.
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SENATOR KORSHOJ: Okay, and then what was the amount of deposits
at that time of the institution?

SENATOR LANDIS: When the...
SENATOR KORSHOJ: When we set up the trust...the insurance?

SENATOR LANDIS: I do not know that number but I can find that
number for you, Frank.

SENATOR KORSHOJ: Well, we're not doing very well, and then when
it failed I would like to know what the deposits were.

SENATOR LANDIS: Over $60 million.

SENATOR KORSHOJ: But you don't know what it was when we set up
the insurance?

SENATOR LANDIS: It was considerably less.

SENATOR KORSHOJ: But are we talking a third that much, or what
are we talking?

SENATOR LANDIS: 1I'd say a third that much but let me see if I
can't find some specific numbers for you.

SENATOR KORSHOJ: I1'd like that figure because all the letters
we've received so far says that tney deposited it because of the
insurance, and I would like to get that fact straight in my

mind. With that, 11 will give the ra2st of my time to Senator
Chambers.

SPEAKER BARRETT: Senator Chambers, three minutes and forty-five
seconds.

SENATOR CHAMBERS: Mr. Chairman and members of the Legislature,
I want to thank Senator Korshc¢j for giving me a portion of his
time. I also am opposed to the committee amendment which would
strike ti.. Commonwealth depositors from the scope of this bill.
Some of us who have been here almost =ons have watched this
entire process. We've seen it from the beginning. We saw the
improper conduct of public officials, the dereliction of duty by
public officials, the wrenching, tearing impeachment proceedings
that took place in the Legislature with reference to the
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Attorney General who did not carry out his responsibilities, gnd
when you have that many public officials representing the state,
and by extrapolation the people of the state, engaging in
conduct that was inappropriate, refusing and failing to do other
things that their duty reguired themto do and the result was

damage to people who had been |ed to trust jn those state
officials and the operation of an xnstitution, | do believe the
state has an obligation and a responsibility to make good on the
pronmi se that was made. There was an incident involving Abraham
Li ncol n where an individual came to himand alleged that there
was a certain thing Lincoln should do because he had n ade a
prom se, and Lincoln wasn't so sure that he had really naze the
pronmi se, but after listening to the individual and seeing how
things that he hinmself, Lincoln, had said ¢ould have led the
person to believe that the prom se had been made, Lincoln said,
the prom se having been nmade, nust be kept. | don't think that
it's going to break the treasury of this state nor harm anyboay
for the state to renove this blot fromits public record by
anteing up this money that ought to be returned to the
depositors. It will end once and for all the agony that people

have felt, the arguments that have gone back and forth, the
acri noni ous di scussi ons and accusations that probably will never

end. | think this one tine, since the opportunity is presented
to us in this fashion, we should reject the committee
amendnents, then we will have all of the people who have

suffered a | oss placed on the sane footing and we can revi ew and
make a decision about all of themon that basis. Byt to sel ect
certain individuals and exclude others, when they all were

victimzed in essentially the same way, | think would be
unconsci onabl e for the |legislature to do. ~ we woul d be creating

a new division by a deliberate and conscious |egislative act and
| think that is sonething we should never do. Sp | hope we will
def eat the committee anmendnents.

SPEAKER BARRETT: One m nute.

SENATOR CHAMBERS: ...then go forward and adopt the bill.
SPEAKER BARRETT: Senator Crosby, followed by Senator Wthem
SENATOR CRCSBY: | yield ny tine to Senator Landis.

SPEAKER BARRETT: Senator Landis.

SENATOR LANDIS: Thank you, Nr. Speaker, members of the
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Legi sl ature, with respect to Senator Korshoj' question, NDpIGC
was formed on a vote on April 15, 1977, and there were 40 votes
in favor of the bill, some of whom are still here in the
Legi slature, by the way. |f you take a |ook at your districts,
you have a real good chance that your representative from your
district voted yes on this proposal. You might |ook to just

check that out. There were no votes in the negative, by the
way, so there is no district that opposed the formation of this
NDI GC. In 1979 State Securities had $38 nillion of deposits.
By the tine this fiasco occurred they were up to $50 million, a
growm h of about one-third. That was State Securities. Andwith
respect to Commonweal th, |' ve got +ust sone rough figures from
the | obby. |' ve asked Walt Radcliffe, John DeCanp what they can
remenber and John's memory was from $38 million with up, a
grom h in Conmonweal th that was not a huge growth, but there was
some growh in the intervening years from'77 to '83 or '84.
Now on the issue itself | think Senator Wthem had asked ne
privately, and perhaps | can just answer that question, he said,
well, how did the coonmttee anendnents come about, how come
they're here, why are they before us on the floor? Fair
characterization of the question? After our hearing which had a
nunber of people here and was pretty exciting for the commttee,
one of our nost well-attended and nost heated committee hearings
of the year, we took a vote in the commttee and there were four

votes to advance the bill . And one of ou members, Senator
Abboud, said, well, | can support the bill bel ng reported out if

we take Commonwealth out. And the four of wus who were
supporting the bill said, well, if that is the one way the bil |

can get out, we' Il make the adj ustment, we' Il vote for the
anendnent, we' |l report the bill out and we' |l take our ¢hances
on the floorwith the commttee amendnment, and that is how t he
action came about by the committee. Wthout the committee
amendnent, the bill wouldn't be on the floor; with the committee
amendnment, the bill is on the floor but the four of us who
support this bill oppose the committee amendnents to my
knowledge. "And |I'mnot in a position to call the question at

this point, Nr. Speaker, having already spoken, but it seems ;4
me that that would be timely and something that we could do
pretty soon.

SPEAKER BARRETT: The Chair is pleased to announce that gsenator
El mer has some guests in the north bal cony, 25 eighthgraders
from Arapahoe Public Schools with ¢t heir teacher. woul d you
fol ks please stand and take a bow.  Thank you. We'e pleased to
have you here, especially having had to’travel that far. @g|ad
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to have you. Further discussion, Senator Wthem

SENATOR WITHEN: Yes, Nr. Speaker, nmenmbers of the body, |'m
tenpted to take you up on your request g call the questi on,
Senator Landis, but | think I'dlike to...1'd like to have two
or three nore questions answered if we coul d. First of all,
clarification then on the committee anendments. | was kind of

I ooking forward to the debate this pmorning, assuming that e
woul d have a strong defense of the comittee anendnents as to
why we should pay for the other institutions and not for
Commonweal th — versus those, and we have had very strong
arguments, very good arguments on  the other side as” to why

Commonweal th shoul d be i ncl uded. But what youTe saying
basically, it wasn't a split in the conmittee on whether you
ought to includeConmonwealth or whether you shouldn' t, it was
basi cal |y, you know, three positions. One, we ought to pay

everybody; the other, weshouldn't pay anybody; and then a snall
mnority on the comittee that was a swi ng that coul d support i1t
if Conmonweal th were excluded. sp there isn't necessarily a big
rationale in the commttee for excluding Comonweal th.” { yas
basi cal |y one menber who was a swing vote. Is that faijr
characterisation?

SENATOR LANDIS:  Yup.

SENATOR W THEN: And beings that nenber is not here, and I'm not
being critical for himnot being here, that's partially the
reason we haven't heard the strong defense of the comm ttee
anendnents. |f the conmttee arrengrrents are defeated, what will
the fiscal note of the bill be? | see $40 million in the book.

I's that approximately what it will cos ys?.

SENATOR LANDI S: That's what is in the book and that includes
i nterest. The fiscal note drops down by half at least and a
little bit nore.

SENATOR WTHEN: | f you don't include interest or.

SENATOR LANDI S:  No. I f you.

SENATOR WTHEN: | f you adopt the conm.ttee anendnents.

SENATOR LANDI S: | f you adopt the committee amendments, you're

gﬁi nbg_”to drop out, 1'd say, at |east 50 percent of the cost of
the bi

3757



April 10, 1989 LB 356

SENATOR W THEN: Okay.
SENATOR LANDI S: The reason being, the Commonwealth cl ai m
SENATOR W THEN: Okay.

SENATOR LANDIS: ...is larger than the State Securities and the
Ameri can Savi ngs cl ai ns.

SENATOR WTHEN: Okay, .so with the rejection of the committee

anendnents it's a $40 nillion bill at this point gpg
Without...with the comrmittee anmendnents adopted it still
becones...it's still a sizeable sumof noney, $20 mllion" ?

SENATOR LANDIS: Yes, a little under $20 nillion.

SENATOR W THEN: Okay, nmaybe this is an unfair question to ask a
strong proponent of paying the full claim but is there roomin
this bill in our process for something less or is it a matter of
you either vote for LB 356 in its current formor we don't pass
it, it's either 40 or 20 or nothing? _ Is that kind of the
position we' rein, or are there sone sensitive points within the
bill, for i nstance, paynment of interest, an argunment as to
whet her we should or shouldn't payinterest, 5rethere any of
t hose kind of sensitive points around which we can nmake
decisions that are not all or nothing sorts of decisions? apq
ask that out of good faith to find out the answers, not an
attenpt to...l don't know how |'m going to vote on the pjjj at
t his point. Take the rest of ny time to respond to that or
anyt hing el se you want to say.

SENATORLANDIS: Thankyou. The question | understand o pe,
are there rational division points inside the bill? vyes, there

are. 1" we were to fulfill the $30 million (sic) guarantee p
NDI GC, we would pay Conmonweal th depositors $22 nillion, State
Security depositors about $9 million and American Savi ngs

depositors  about $3 mllion, roughl_)( a total of about
$33 million. Thereis interest inthe bill. That interest is
one rational division point that you could exclude. |t yoy do

that, it depends on what interest |evel that you' re payin
clearly because, well, because of the size of those portions 01g
| osses, those, too, reflect the size of the pie and {pe pieces
that Commonweal th, State Securities and American Savings
represent. | thi nk one rational division point \would be

3758



April 10, 1989 LB 356

i nterest. Anot her divi'sion point is the one raised by the
commi ttee anendnents.

SPEAKER BARRETT: One m nute.

SENATOR LANDIS: And | think Senator Goodrich alluded to it.
Treat Anerican Savings and State Securities to the sanme |evel of
settl ement nunmbers that we have settled for in the Commonwealth
situation. Bet ween those two rational breakpoi NtS,any number
that we are able to fund | think would be patter than not hi ng
and | think the proponents would be grateeful for 1t. Thereis

one and only one norally acceptable point and that is full
conpensation, the same thing that depositors in Alliance and

Gering and the other institutions that | reviou rea
recei ved fromother tax backed institutions suchpas the IQ—‘B{C an
FSLI C. Ny guess is the depositorsfromall three institutions

will be grateful for any conpensation.
SPEAKFR BARRETT: Time has expired.

SENATOR LANDI S: The nunber that makes the nost sense to nme, gpg
to them is full conpensation.

SPEAKER BARRETT: Senator Schmt, on the committee amendnents.
Senat or Chanbers, followed by Senator \Warner.

SENATOR CHANBERS: Nr. Chairman, | just have another brief
comment | would .like to nake. This issue should not resolve
itself really into one of dollars and cents, anqd although we' re
di scussing it in those terms, there is a real ynderlvin basis
for a resolution of this matter and that basis ¢ Whayt igs right.
It is right for the state to do what weare attenpting to do.

It would be wong to cut out the Commonweal th depositors and
with that brief comment, I'mgoing to s~t down but | may have a
few other things to shy when we get to the bill itself.

SPEAKER BARRE"-T: Thank you. Senator Waner, followed by
Senator Wesely.

SENATOR WARNER: Nr. President, nenbers of the Legi slature, 1'd
rise to oppose the committee anendnent and, jf rejected, then
support the bill. This is an issue |I' ve thought back a | ot over
the years, certainly |I' ve had a nunber of years to have had that

opportunity to do as we all have. But | have thought back to
'83 when this first became an issue that we were 4| = aware of
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and it, frankly, was ny feeling early on that the interest and
concern for the depositors, while it was certainly there, there
was ot her aspects of the whole situation at that time that
seened to overshadow the problens that was created by the state
for the depositors, primarily who were looking to some cul prit
to bl ame and penalize. And the enphasis was the wong place in
a sense, not that that shouldn't have been done, but {he first
concern it seens to ne ought to have been the dep05| tors at that
tinme. | look at thisas alittle different than sone perhaps
because the fault certainly did lie in not having the type of
regul ation that we would expect or that those who had |nvested
inthose firms could expect. \jen you think back al so, all of
the laws.'that we enacted since that happened to provide nore
adequate supervision, we al so have to accept the responsi bi | |t
xt seems to me that the state, the Legislature,prior to
sinmply had not placed into | aw the kjnds of regul ations, the
kind of supervision that we obviously should have had. Apg if
that was not true we would not have seen all the | egislation
enacted since Commonwealth went down for nmore adequae
supervision. So it seens to nme that there is nore than a sinple

| egal issue that usually has been stressed. It was si mple
fact that the state had failed to provide the kind of protectlon
that ought to have been there in the law itself, obviously |n
the supervision, which basjcal I%/ was discretionary, but
nevert hel ess, have not provi ded the tools even for di scretlonary
action and that was a failure of the state as a whol e t hat ought
to have been recognized andaddressed as it should have been.

The whole thing, | recall when this whole concept started
actually was the session before 1977. The initial type of a
guaranty programwas set up that, as | recall, only covered
co-ops, credit unions and they wer e very smal'l. " |{ seéns to me.
and | may be in error on the nunbers, but | don't think any of
themran nore than 3 or $4 million total assets. Soyou could
have a guaranty program that was set up fo ver small
institutions, a nunber of small institutions and per%aps the

kind of coverage was adeguate. Butthen come '77 we expanded
that, and then we started with not much additional security
backing the @aranty Fund, we expanded it o include
institutions that were at a |evel of 30 and $40 nillion and
bi gger, and obviously that fund was not adequate.

SPEAKER BARRETT: One m nute.

SENATOR WARNER: I remember that '77 vote, as nost of you wi
experience or probably have experienced if you' ve peen "here a
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whi | e. Someti mes you vote on a bill that you just feel plain
uneasy about, but you haveno goodbasis to voteno, andj
remenber that bill very well as feeling very uneasy, notknowmg
any reason at the time at |east, and I should have known |
think, if I'd |ooked at nunbers a little nore carefully and the
size of institutions we were attenpting to cover with er
nodest guarantee. One shoul d have known that the potent|al way
there. | was asked once to list votes of that | hayve made in
the 25year, 26 years that | regret. (pbviously, the vote on
that bill in 1977 is at the top of that Iist. There is some
others, | m ght add, but that one stands out very clear because
| had that uneasy feeling that | still recall to this day.

SPEAKER BARRETT: Time. The nmenber fromthe 26th District,
Senator Wesely.

SENATORWESELY:  Question.

SPEAKER BARRETT: The question has been asked. pp|see five
hands pl ease to close debateP | do. Those in favor of ceasing
debate please vote aye, opposed nay. Pleaserecord.

CLERK: 26 eyes, 0 nays to cease debate, M. President.

SPEAKER BARRETT: Debate ceases. SenatorLandis, woyld you care
to close on the adoption of the comm ttee amendnent s?

SENATOR LANDIS: ) Thank you. Mr. Speakerl members of the
Legislature, | will, as formdictates, ask the body to yote on
the commttee amendnents. I will not, on the other hand, ask
that you vote in favor of the committee amendnents as

on this discussion. | want to talk about what | think underl i es
the no votes that this issue always generates across the state
and fromny colleagues. Underthe eaves, when the 1ights are
off and we're sitting around alone, | talk to ny colleagues.
They say, well, I'mkind of tom Dave, | think you nake a good
case but, frankly, ny constituents won't let me vote for this
bill.' They tell me not’to. Andif | had to characterize

they tell me not to vote for this bill, they'd say that if %g
situation was reversed and if Lincoln and Omeha were cal | ed upon
to cone to our rescue and our aid, they wouldn't do it. f

was one of our co-ops that went down if it was a grain el evator

regulated by the Public
don't think they would be here %/brceUSCOn;}‘]lds?lfo?htegatree?](gtl odg:jnﬂl
e

to be here for wus, we' re not going to be abletoreverset
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situation here. These people were out |ookingfor |4 e
were | ooking for the best investments, they didn't readm%’e H]nél
print and out here in the country we know to r'ead the fine

print. If you get introuble, | doubt” if you would bail us out,
we' re not going to help to bail you out. ang | understand that
thought. | hope "t' isn't true. | hope that one takes a | ook at

the votes for Amendment 4 in which therural elenents of this
state said we need sone help, and they got it fromthe urban
areas. | hope that when this State's representatives in
Congress argue for grain supports and high support for our
agricultural commodities, and we' ve elected those senators to do
that, that that support cones fromthe urban areas as well as
the rural areas, Lincoln and Omvaha as well as outstate pNepraska
calling for grain supports for our farners. \When Initiative 300
was passed and urban voters were asked to votefor what we
thought was a pro-farmaction, we did. Now franklythat is pot
the same thing as a bailout of an institution. Butwhere
institutions around this state have gone down, ipe have been
backed by taxpayers, Alliance, Beatrice, Colunbus, Frenont,
Gering, Gand Island, Gretna, Hastings, Kearney, and more.
Tax-supported institutions have done that. Andwhenthe FESLIC
crisis goes on now at Washington and the feds argue about
bailing out savings and |oans, without +the same Kkind of
oversi ght that we have here, wjthout the sane kind of record of
managenent know edge on our part, awrongdoing, Nebraskans don't
say, oh, don't bail out the S & Ls.” wedon't sendback the
message, |let them hang out to dry. On the national scale I
think we' re going to support FSLIC. W' re going to support the
FDI C bail outs throughout the state. The three institutions that
we won't support are the ones that our nane is behind nd. that
is an irony too deep to appreciateor find any conso?ation or

humor or anything else in. | I'd h L owill
rest of my days here. woul d hope, and | wi spend the

SPEAKER BARRETT: One mi nute.

SENATORLANDIS: .. .prepared to do |ikewi se in return should the
situation be reversed, agnd that is to send Lincoln and Omaha
dollars where they are needed if there is some kind 4 sinilar
situation where the state knows of a problem regulates the
problem falls down on the job, injures individuals horelied

on the state and then the state takes a powder. | hope that
when that day comes you will be able to rely upon me to gypport
fair ~and reasonable conpensation. | ask it of you today and
personal Iy, although it's nowtime for a yote, | ask you to
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reject the committee amendnents.

SPEAKER BARRETT:  Thankyou. The question is the adoption of
the comm ttee anendnents to LB 356. Those in favor p|ease vote
aye, opposed nay. Have youall voted?

SENATOR LANDIS: You can record as far as |'mconcerned,
Mr. Speaker.

SPEAKER BARRETT: Have you all voted if you'd 2
Have you all voted? Record, M. erk. care to vote

CLERK: 5 ayes, 23nays, Mr. President, on adoption of committee
amendments.

SPEAKER BARRETT: The comittee amendnents are not adopted.
Anything further on the bill?

CLERK: | have nothing further on the bill, M. President.
SPEAKER BARRETT: To the bill as anmended. Senat or Landi s, | 'm
not sure that you have actually opened on the bill. would you
care to open'?

SENATOR LANDI'S: |' ve not opened on the bill. V\hyd n't do
just a quick sketch of the bill and then allowt debate to
proceed.

SPEAKER BARRETT: Thankyou.

SENATOR LANDIS: The bill is a $40 million appropriation ¢q
these three institutions for conpensation plus i nter est.  Now if

one was to figure out the sumtotal anpunt of jnterest, the
$40 nmillion wouldn't cover it and Senator Wthem asked what the

breakpoint would be. If you take in interest,why we're
tal ki ng about 60 some mllions of dollars. If you do not use
interest, then we' re talking about $33 million. |y suggestion

is, if the bill moves between here and Sel ect File, t
prlvately we di scuss anong oursel ves whet heror not the noti on
of interest nakes sense and whether or not there gpould be an
amendment on Sel ect Fjje, and | would treat the General File
debate and action not as an endorsement of the $40 nilli.on
nunber, but as an endorsenent of the idea of fair conpensation
and that discussions go forward on the basis of what that should
be. | appreciate the body's recognition in the last \gte that
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all the depositors are in the same boat, that we are going to
treat the depositors as people who are interchangeable in their
noral relationship to the state. I think that is the
aﬁpropriate relationship and |I'm gl ad the body has supported
T. a_t _notlon. Now t he questi on cones, can we compensate these
i ndi vi dual s? Frankly, we' ve got a surplus this year and we' re
argui ng about what to do with that surplus. we're arguing about
property tax relief, paying teachers. defeasing bonds, income
tax returns, all kinds of payments with respect "to noney that we
have in the bank, and every one of those ideas is neritorious.
But, to ne, the first claim onour treasury should pe t,qe
exoneration of our good name and the conpensation of individuals
who have relied upon us. Ny suggestion to the body is that we
advance the bill inits current form that privately, between
General File and Select File, |let me pass anong you %,o hear out
your thoughts on the notion of interest or a sumof 1 oney that
you think is appropriate to put into 356 to use its formﬁa, and
to make what compensation we can this year. |t would be very
cruel it seems to nme when, in fact, we are flush with the

unexpected benefits of growth in this state and of our tax
change, and with that rmngy whi ch we are now i nvental ng

taking care of, that we can't use that noney '.o heaIWPXFsOfold
wound. | urge the advancenent of 356.

SPEAKER BARRETT:  Thank you. |'m pleased to take a moment to
announce that Senator NCFarland has a nunber of guests visiting
this morning, both in the east balcony and (he south balcony,
120 juniors and seniors fromthree high schools in Legislative
District 28 here in Lincoln. wuld you peopl e please stand and
be recognized the Legislature. Thank you. We' re absolutely

delighted that you could take the time "to be with ys this
nmorning. Di scussion on LB 356 as anmended, Senator Kr rshoj, your

light is on, fol)owed by Senator Schmit.
SENATOR KORSHQJ: Nr. Speaker and nenbers, | did vote to defeat

the amendment. | think we've got to treat all of the

institutions alike, but I, for one, at this time want to go on

record and | would not support any interest payments. | think

that both sides haye got to be w’llinﬁ to give and | think we
a

shoul d discuss it right Up front about that interest. |'m

sure
they feel they have it coning, and | knowit's different. A

bankruptcy court is a little different. You can . request
interest, but | don't knowif they hardly ever pay any interest.

I think the main topic here should be the principal. Haven' t
decided yet how I'mgoing to vote onit. |'mvery soft on the
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issue right now, but if the interest stays init, why, I'd be on
record as probably opposing the bill. | have really no other
coment other than after Senator Landis said look at your
district, and passed out the vote. | |ooked at ny district, my
district didn't vote. It was one of the two that could seeée
many, many probl ens thereevidently, the two people there not
voting. But think the state does have sone

I think there s still got to be sonme corrpromse p o a%?y del'
don't know what |'d say if it was ny |4n ey, but | think the
principal is still the thing that we'vegotto considerup
front. And 1 would think that the interest wouldbe a
nggotlable point with them \wth that, | will conclude. Thank
you.

SPEAKER BARRETT: Thank Senator Schnit followed b
Senat ors Warner, Wesely and Rod Johnson. ' y

SENATOR SCHNI T:  Nr. President and menbers, | agree with much of

what has beensaid here. | would just like to try to clear up
one point | believe that is inportant. The Legi sI ature did no
establish NDI GC. The Legislature enacted a bill into | aw whi ch

allowed for the creation of the NDIGC. Now it may seem a m nor

point to some, but it is a rra{or oi nt and want to go on
record an that, and if I'mincorrect, then | hope +ihat someone
later on W_||| correct me. Byt as | recall at the tinme that we
passed the bill that it was enabling legislation, not unlike
much which we have passed on this Tfloorrelative to other
regulatory bodies and relative to other types of insurance
entities, some of which we have, of course, proceeded tc become
involve with nore recently and | have shown some concern about
that because of what has happened with the NDI GC. Secondly, |

want to pOI nt out that | do not be||eve tha'[ I:GC treated
Dwi ght Co-op Credit equitably V\hen that institution talled prior
to the failure of Cormonwealth. And it would be easy for ne
then to say, well, we didn't treat that small institution fairly
and no hue and cry was raised to  assist them, but | do ot
believe in that sort of conparison. g4 therefore, although |
will continue to research whether or not there |s any possible
way that | can achieve sone equity for that institution, |
still, nonetheless, support the paynent the . 5"~000
guar ant ee. And | do so because | believe the integrity the
state is at stake. | can't help but think apout the contrast

that we have here between this situation and that which exists

on the national level with the huge deposits that were
guaranteed in excess of $100,000 by the FDIC back with the
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guarantee of the Congress. |n effect, they said pay them all
of f because if you don't you' re going to shake the entire
financial comunity to the roots. \e have found the sane thing
now with FSLIG that started out as several billions of dollars
of loss and escalated to 50 billion. pNow this |ast week we are
told may be as much as 200 billion and, therefore, the Congress
is going to nake that good one way or the other which nmeans that
the taxpayer in general will do so. | think that we are not in
an unlike situation here at the state level. That is that the
integrity of the state is at stake and | well recall, and |
don't’ think very many will, that when the situation first
devel oped, there was a proposal by Senator DeCanp at that ti me
that the state take over allof the assets, pay off the clains
up to $30, 000, considerable and nonetheless be liable, if there
were additional assets to pay nore than that. Q59 we done so at
that time, it is ny belief that the | osses would have been
m nim zed. The real estate narket woul d have stabilized and
many other institutions would have proven that action, asin
some other states. to be correct. |nstead we chose to vacill ate
and equivocate and we did some other things which frankly I 4iq
not approve of, but weciaut the depositors probably last. |
don't think it was right and | don't think it's'right * ..

don't think that most of all, because it happened to P sl |
institutions relatively, that we should say, well, you're stuck.

SPEAKER BARRETT: One mi nute.

SENATOR SCHNIT: | think that most of all, dl have obiected
time and time and againtotheinequita%lnetreatmant ojf small
banks versus large banks by the FDIC. | bitterly resent the
fact that two small banks in ny districtwere closed. Simply
because they were snull banks, FDIC would ot go through the
bot her of keeping themintact, whereas I|arger institutions were
made whole. | think that the size of the institution has
nothing to do with it. I think the inportant thing is that
there are people involved, the inportant thing is that |yg nhave

t he opportunity to correct a redress that | think should have
been done long tine ago and the | egal aspects of it is sonething

that the |awyers will always argue about and the courts will

argue about. And | know there is sone deep concern about it,
but I think that in this instance there is a moral obligation
that transcends the actual |legal obligation. | think also that

Senat or Landi s rai sed anot her good point.

SPEAKER BARRETT: Time.
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SENATOR SCHNIT: ...that is that generally the State of Nebraska
responds to a state need whether it is local, to the Gty of
Lincoln, or is outstate and I would hope that we would (gntinye
to advance this bill, and as Senator Korshoj says, there may be
some conpromi ses but basically I think we nqerstand what our
obligation is and | hope we proceed in that HI rection.

SPEAKER BARRETT: Senator Warner.

SENATOR WARNER: Nr. President, nmembers of the legislature,
the.re.is only one other aspect that | wanted to .gonment on in
addition to nmy ee:lier remarks, and that relates to the dollar
amount of coverage which woul d bewﬁrow ded through this bill and
its appropriation at $40 million which does, 55 | understand it

cover a little nore than the principal lost inthe \gry modest
interest rate, should Chat be also included, certainly far |ess
than what the interest loss would be at any kind of g3 average
or reasonable level. But | hed made up ny m nd well %efore tﬁi S
session started that if, in fact, there was sone funds that were
"surplus", that the one place that would be appropriate woul d be
here. It isone-time nmoney, it is one-tinme expenditure and |
have rather repeatedly opposed a nunber of, \gted no at | east
on a nunber Of b| | | S that haVe been advanced that Supposed|y Was’
to start new prograns or even perhaps one-tinme noney, but this

oneareais theonearea which, as far as | am personall
concerned, should have the highest priority on available func}/s
at this time. | don't know that it was necessarily accurate g

say that in the past we' ve rejected it because there was, 4 the
Legi slature has rejected pecause there was shortage of funds.
Certainly there was a shortage of funds at tjnpes, but by the
same token we also found ways to attain additional revenue in
order to fund some things or reduce the gnpunt of cuts, but we
now have an opportunity jt seens to me to at |east nmake some
effort to return sone confidence in people across the state that
when we pass |aws that they have reliance upon, that t{ney have
confidence in, that in their actions that this wily b

; ; e an
opportunity to finally, at least in this area, provide gome
assurance that when we pass a |aw that we expect it to be,
whether it's enabling legislation or put into operation py the
statute itself, at Jeast it would indicate that the state
understands that there is areal |jability on the part, not
perhaps legal, but a real liability and confidence that the
peopl e can expect that those laws are going to be fgllowed and
that those laws are built in for their protection and, 1n fact,
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when they are needed that they are going to be there to provide
the kind of support that any reasonabl e person coul d expect. So

I would wurge that the bill be advanced, that the ampunt as
proposed would be what would be an initial A bil and
recognizing that it s certai nl¥ |l ess than what wouldbe
appropriate in terms of any interest earnings at 5| on that
those funds, but | would hope the body woul d advance the bill’
and put in the Abill with the amount called for in {he fiscal
note.

SPEAKER BARRETT: Thankyou. Senator Wesely.

SENATOR WESELY: Thank you, Nr. Speaker, members, senator
Schmit's comments about the S & Ls brought to mnd a cgyple of
uotes | have heard recently and this rash of failures, first in
braska, these small banks guaranteed by our NDI GC and now t he
S & Ls .throughout t he Country. Son‘ebody asked’ Wllie Sutto_n
(phonetic) a bank robber, why he robbedbanks, and he said,
because that is where the noney 1s. Recent | t hat has been
converted now to another conment and that iI's tMe best way to rob
a bank is to own a bank now andertainly we saw that in the
case of Commonweal th and we' ve seen it in a case of a number
these S & Ls and there has been accusations apout State
Securities in this regard. And, clearly, we' ve had some massive
Corruptl on and_ m Sm_anag_errent and m sappr Opri ation of funds.
Franklin Credit Union is another exanple. We've had a rash of
these._ The 19_803.have beenvery hard on our confidence in
financial institutions. They  run the ganmut from these banks
we' re tal king about here today,"these NpjyGC organjsations, to
the credit union up in Omaha, to the S & Ls around the country,
but we stood by in the federal level and kept those guarantees
that were made and are reinbursing depositors no natter how nuch
it hurts, no mat ter how nuch it costs because it is inportant

for the stability of our financial institutions and our
financial underpinnings of our econony to do that. Similarly,
the public purpose served by this bill that Sffects the hol e
state is to nmke sure everybody knows that our vvor& i's goo\(’:}/ and
that when we nake a commtnment we keep it. |t shouldn't be just
a federal mandate that that word is kept but that it ought to be
a state one as well. And in addition, if we ever are going ¢
deal with this issue it apl. ~s to nme that this is the tineg, i?
ever a tine, this is that tii. 'to move and act gn this | ssue.

There is the noney available. W haven't had it available in
the past. That has been one of the big reasons people have
opposed this |egislation and | understand that. pytclearl Y,
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the resources are there to nove forward on a one-tinme basis guq
put the issue behind us, to nove forward, to heal the wounds and
to | eave the trauma and the division of this whole issue behind
us so we can shore up our financial stability and our inancial
institutions and allow us to keep our word and put all th'e"Fhito
the past as best we can. And | think those are very strong
argurments in favor of the bill. Let me make a couple more
argunents and cut it off. Senator Korshoj talked about the rise
in deposits that occurred since the NDI was established to the
point at which Comonwealth failed. Senator Korshoj, in 1978
there were 29, this js jnpstitutions, under NDIGC with
$191 nillion in deposits. |t went fromthat to at the end of
1982 to 33 institutions and about $309 million. So it was a
very substantial increase and evidently there were 27 other
credit unions involved with $34 mlli on, so you mght argue t hat
we were talking about alnost...well, $343 million covered by
NDI GC and at 3.5 million, I'"'mnot quite sure of percentages, but
I think we' re talking about 1 percent. wehad aboutl percent
to cover those institutions. In addition to est abli shi ng the

NDI GC, we also increased the coverage from 10,000 to $30, 000
shortly before the failures of 1983 gnd bevond. W mede

conmi t ment . We didn't prepareto neet fhat commtnment and ii
think, hopefully, you can see that we were woefully unprepared
for what happened. |n addition, conparing to ofher states, a
little list that was prepared indicates t hat Mary| and, Ohio

California, Utah, and Hawaii all had simlar situations of
failure under state guaranteed organi zations and in every case

the | egislatures appropriated the funds and net.
SPEAKER BARRETT: One m nute.

SENATOR WESELY: ...the guarantee. So |l don't want to stand
al one in Nebraska as the one state that had a state guaranty
organi zation that did not neet its guarantee. | /5o don't want
to stand alone as the one state | ooking at the federal
government and seeing what they are trying to do, that refuse to
keep their pronmise in this area. I don't think we want that
distinction. I think we want to understand that our word is
good, and in Nebraska you can count on ua, whenwe say wére

guaranteeing something, we mean it. So | would askvery nuch
for your support for the bill.

SPEAKER BARRETT: The gentleman from sytton, Senator

. h ,
fol l owed by Senator Morrissey. Johnson
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SENATOR R. JOHNSON: Nr. President, nembers, | stand and rise to
support t he advancement of this bill. As some of you m ght
note, nmy name is on this bill and T' ve had more than my share” of
col | eagues cone up to me and ask ne why | would choose to signh a
bill that has very little inpact upon my district gnd its
citisens that live there, but | think it goes to the heart of
the nessage that Senator Landis was giving to us in his closing
on the commttee anmendnents in that as state senators wete
asked sonetinmes to provide for the good of all Nebraska and

lI_USt the parochial interest of the districts that we represent.

his issue brings to mind a couple of situations pat | t hi nk
swayed my judgment on this issue. Back in 1985, in fact,gn
Nay 31 of 1985, | received a nessage then from former Governor
Bob Kerrey to cone to his office i mediately, he needed to visit
with me. | went back into his office and he% W|thne
and he said, Rod, he says, | have sone bad news fo te?\fvrI

sai d we have decided, based upon some reports from iphe Banklng
Department that we need to close the Fairfield and Edgar banks
as well as the Gak and Taylor banks, and Fairfield and Edgar
happen to be communities in ny district. And | can remenber the
shock and the dismay that | had with that decision. And |
remenber meeting with those depositors and those borrowers of

those institutions and the frustrationand the anger and the
fear that they felt, the loss of potentially their deposits and,

of course, the bOrrOWerS man of which were farners where the
m ght go to find an institution that would take on thelr ‘?lne o¥
credit. And | guess since that date |' ve always had sonewhat of

a soft spot for this issue since that tinme because | can relate
that the frustration that those folks m ght have felt in ny

district are the sane kind of feelin | t hi nk y

deposi tors of Commonweal th and Sta e Securities anra otfhers Wﬁo
suffered under this collapse have to feel. And another issue
came to mind that swayed ny op| nion that this is at |least a
noral issue as well as possibly a |egal one. Andin that...in
the summer | believe it was, of 1986 or '87, the Harvard State
Airfield had a natural catastrophe a couple Of the hangars in
those areas were burned down and many of the |ocal fire
departn’ents were called to helpflght the fire on the st ate
airfield. Legal Iy, the state had no obllgatlon to pay those
volunteer fire departments {phat suffered damag their
equipment. In fact, they did offer a cl almbefore the State ' and

the attorney fromthe state argued that there was no | egal basis

in which we were to pay them The State Clains Board and this
Legi sl ature chose then not to agree with that attorney and ent

ahead and paid those clainms at a reduced |evel, but nonethel ess
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on a noral obligation, paid that claim Ganted, it wasn't this
sise of dollars that we' re talking about here today. |t was
less than 100,000, but stjl| it meant sonmething to those
communities that . they knew that the state, even though they
| egal |y maybe did not have a obligation ¢g pay those cl ains,

felt strongly enough about the services tthat those Iocal
communities provided to the state airfield ¢t hat they did

t hem So that has helped, | think, to pronpt rry deci si on Yo
support this bill. | know that when Senator NcFarland was
circulating the bill around at the beginning of the session he

was talking with Senator Landis and | asked himif he would m nd
if | signed on, and he was very gracious and said he'd be p
to have me add ny nanme and | felt it was inportant that 3P
out to this body my decisions to support it and sign it and vote
for it. And | feel...

SPEAKER BARRETT: One mi nute.

SENATOR R. JOHNSON: .. . no conpelling feeling that this is an
urban versus rural issue at all. | don't think if wewere
judging issues on that basis that anyth| ng would get done in
this body if we allowed that to happen. |t's just a matter of

how we personally feel about this issue and V\het ner we feel it' s
right for the state to come forward and pay

guess |'m one that feels that the tine has come t%ney, s%ould
do that.

SPEAKER BARRETT: Senator Norrissey, on the advancement of the
bill. Senat or Morrissey. Senator Landis, followed by Senator
NcFarland.

SENATOR LANDIS: Nr. Speaker members of the Legislature, |
appreciate  Frank Kg ho\; s plain talk, don't think he' s capable
of dissenbling and It ery easy to understand hat he means
when he talks. The question was, is interest negotlabl en
frankly, the answer is yes. How would we do  that on General
Filet | don't have the |anguage to do it on Sel ect F|Ie could
talk to you about it, get exactly the right nunmbers, plug inem
in to make sure that there was not noney for interest. |gitphat
an open subject?  Yes, jt js. | was touched by Senator
Johnson's remarks, soft spoken asthey were. | thought they

carried abig message. The question that |' ve got for

many of you who have people who have gone through a d|ff| Ctﬂty
|i ke Senator Johnson talked about, gz pank that has gone down
been reorganised. You know, it's kind of a truismthat FDIC
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comes in and at | east makes the depositors whole. Now,
undoubtedly, it's painful for the rest of the comunity, but
FDI C does cone in and honors $100,000 guarantee. Andlthink at
the heart of some of that resistance to paying Commonwealth is
this . phrase. They werejust alittle too greedP/. They were
just alittle too greedy, and you know who we're talking apout,
It"s the depositors. They were out there sharpshooting, getting
that extra percent. They didn't have the nobst prudent choice,
coul d have kept their noney in some other kind of institution,
noved it tothis institution. They did that because they were
trying to get their highest interest’and they got a |jtt|e too
greedy. | wonder if you' veheard that phrase yourselves. | gg¢e
someof us who are under the eaves where the shadowsare a
little deeper are nodding, yes. |' ve certainly heard it nyself.
They were a little too greedy and that's the phrase you hear.
If they had been smarter, they would have kept noneywhere it
was safe, but they were out |ooking for the highest percentage
of interest and they got clipped,and it's a shame, but it' s
their own darned fault. You' ve heard it and |' veheard it and |
wonder if that isn't part of the reason this pj|| hasn't gone
anyplace in the last five years. And| suppose in one sense, of
course, that person was |ooking for the highest rate of interest
just like you move froma CD to a bank account and into sone
ot her guaranteed formof savings, or if you want to take a ri sk,
you junp into the stock market where you know there isn't a
guarantee and you try to naximse your results and your return.
But in this case people didn't think that they were doing a
risky investnent. They didn't think they were going to the
stock narket. They didn't think theywere playing the horses.
They had an acronym, NDIGC, just like you ve got an acronym
right now, FDIC, FSLIC, they had an acronym And by the way, |
bet everybody here and all those people who say, gosh, they were
alittle too greedy are relying on their acronym

many Nebraskan% hav)tle read thg F%IC rul es. );/b d 'owoniﬁr Bg\évy
here? Anybody read therules as far as what ééLl(?rye'ally |¥'? |

doubt it, I doubt it. | doubt if you' ve seen the statute that
creates the guarantee. | doubt if you' ve read the | aw. I f
you've read the j|aw, |'Il be surprised. Probably read a

brochu’ e, probably read it on the side of something, probabl
read it at your savings and | oan, probablyread it at your banx
just like the people who wal ked into Conmonwealth read it on the
brochure, but they didn't read the | aw How many of you have
opened up the federal tax code and read the FDI C I"'aw?

SPEAKER BARRETT: One m nute.
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SENATOR LANDI S: | doubt if you have and | doubt if there is a
handful of Nebraskans who have. andthe people who say. the
were a little too greedy, they just were out there Iooklng fyor

that half percent and they got clipped because they didn't know
their guarantee was not any good. That s right, they didn' t
know. They weren't a |awer, they weren't an accountant. They
did exactly what you did. They ﬁUt their falth in an acronym
t hat happened to have Nebraska at the front of jt rather than
federal . hat " s all they did and that's the difference that
they did. You and | all make the pest deal we can for our
noney, the |owest interest rate on our creditcards and the
highest rates that we can for our savings accounts, put we
trust, unfortunately, in those acronyns, placing faith in them
The Commnwealth depositors, Anerican Savings depositors, State
Security depositors got purnt when they put their faith in an

acronym just like every other person jn’this state but they
chose wrong. And now, because they chosewrong, because they
didn't read the fine pri nt l'i ke nobody reads the fine print.

SPEAKER BARRETT: Time.

SENATOR LANDIS: .they're out there to dry. It's time to
bring themin.

SPEAKER BARRETT: Senator NcFarland, followed by Senator Crosby.

SENATOR NcFARLAND: Thank you, Nr. President, fellow senators, |
plpreCI ate the solemity and the seriousness with which this

i s being debated because it is indeed a serious and gglemn
b||| for the persons and the depositors who have been so
negatively affected by the collapse of Commonwealth and St ate
Securities and American Savings. Wth regard towhat the

depositors received when t hey deposited their
Commonweal th and State Securitiés, we' ve tal ked about a B gchure

and the brochure is sonething that | have passed out to you, 4
| east a copy of that. \When those d positors at Commonweal th and
State Securities went in to deposit their noney, they ot

brochure that looks sonething like this and’it said, DIGC
Nebr aska Depository Institution Quaranty Corporation, gnd in the
fine print it said, accounts guaranteed to $30,000. Andthen if
they opened up that brochure, they did some reading, and the
reading of the | anguage jn the inside cover of that brochure
said, this brochure provides exanples of the guarantee of
accounts by ~the Nebraska Depository Institution Guaranty
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Corporation. The NDIGC is a corporation forned under the |aws
of the State of Nebraska for the protection of deposits and
savings in certain financial institutions in Nebraska. aAndthen
inthe mddle it showed how all of their accounts \ere insured
up to $30,000and, in fact, in this one brochure | have it says
how a husband and wife and two children may have insured savi ngs
totaling $420,000 if they put it in the various accounts. An
then if you read on in this brochure that they received, it salg
each menber institution of the NDIGC must maintain_ m ni num
standards whi ch have been established by the corporation for the
protection of depositors. It continues, the Nebraska Depart nent
of Banking and Finance has .standards whi ch each institution nust
mai ntain. A xd then it closes with these words, the corporatio
and all member institutions are exam ned by the Departnento
Banking and Finance of the State of Nebraska. cCertainly anyone
who cane into that institution and |ooked at this brochure would
thin) that the State of Nebraska was behind that $30.000
guarantee. | don't think anyaverage citizen or even you

would go into that institution ard not believe that, in fact, if
you deposited $30,000, that that account woul d be guaranteed and
would be rei mbursed if sonething happened adar as insolvency
of Conmonweal th or State Securities or Anerican Savings. ut
of course, we all know the history, we all know what happened at
Comonweal th with the fraud and the corruption and the graft
that occurred there and we all know how ynderfunded the NDI GC
was. But it seems to me with those assurances that were
provided in this type of brochure and glso in the assurances
that wer e provided when we passed the law and set up this whole
industrial savings and | oan system that we, ;p fact. made a
noral commitment, a noral obligation to cover any |osses that
woul d occur as a result of that establishnment of that system
Senator Landi s mentioned about interest rates. | you oo

the handout that | gave you, it lists the interest ra%/es in 11<9§1_IL

also in 1983, and if youconpare those interest rates, you' Il

see that Commonwealth Savings and. State Security Savings
interest rates were not out of line wth.

SPEAKER BARRETT: One minute.

SENATOR McFARLAND: ...wWith other industrial savings and | oans
a~d other institutions in the State of Nebraska g9  in fact.
there were some that were equivalent to or evensurpassed
Conmmonweal th as far as what the interest rates were. gsg|don't
even think you can say th'at perhaps the Conmonweal th gepositors

3774



April 10, 1989 LB 356

were looking for a higher.. necessarily higher rate of
interest and taking a risk at aII In fact, other institutions
were offering higher interest rates at that tjne. And those
depositors at those institutions have not |ost any erney as a
result of the collapse. | have a letter that was sent
recently, |I'm sure you' vereceived hundreds of letters from am
of the people and depositors at those institutions who have been
urging you to vote in favor of this bill. his one tal ks.
froma Nr. Duel, he lives in NewJersey right now but he says
over 50 years ago my father becane a depositor gf State
Securities.

SPEAKER BARRETT: Time.

SENATOR NcPARLAND:  Through him | invested...he invested noney
for his children's educati on, and of course, they have come up
short. | would urge you to reinburse people,” Iikée Nr. Duel, and
urge you to vote to advance this bill. Thank you.

SPEAKER BARRETT:  Senator Crosby, followed by Senators Coordsen
and Haberman.

SENATOR CROSBY:  Thank you, Nr. Speaker. | yield to Senator
Korshoj.

SPEAKER BAIQIETT:  Senator Korsho j.

SENATOR KORSHOJ: Nr. Speaker and menbers, thank you, Senator
Crosby. | want to take up one nore tine on this intérest issue.
Nobody is speaking about it, and | think we' ve got to address it
here on the floor. It's roughly, what, 8 or 9 mllion qgjars,
Senator Landis? Wiich is about 20 percent of it. | hate to
conpare private business with governnent, because there is
not hing simlar about themat al But many, many times | have
had_to go to court and try to col | ect n"oney owed mein my
bUSI neSS pl us | nt erest n’ycust onmer to S| gn the
st at ement can charge him 18 percen%J i nterest Ifhe doesn't
get the_ statutorz amount of 9 percent. |'ve hardly ever
CO Iecte di me of that. wen we get to court and they don' t
have t he noney, or shortage of 1t, the judge wll say, do vyou
have to have interest? | drop it li'keit's a hot potato I
think the principal is very inportant, it's their mone |
know the interest could possibly be theirs, but | don y?ﬂl nk we
should consider the interest. Not enough people are speaking
about it. I' veheard the sane thing, that these people were
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gr eedy. Wel |, if they' re greedy, they got the |esson well.
They learned it from the banks and the loan institutions who

thrive on greed. Yougoto a bank,and if you have a Ilittle
money to deposit, why they try to give you 6 percent, it's a
little nmore now, but you wantto borrow, they want 13,
14 percent, too wide of a spread, too wide of a spread, the
banks are too greedy. |'ve always beenon the other side of
that | edger, paid interest all nmy life. o | know how i nport ant
it is that you people getyour interest. But | think the nost
important thing is you get your principal. Andl know Senator
Landis is willing to talk about that between new and Sel ect
File, but I think the body's got to talk about it, that's a pj
chunk of money. And | think itprobably would help a | ot oq
ot her people nmake their decision on this bill. i i

t he regt cF))f ny time to Senator Schi nek. Now I will yield

SPEAKER BARRETT: Senator Schimek, about two and a half m nutes.
SENATOR SCHI NEK: Thank you, Senator Korshoj and Senator Crosbhy.

Nr. . Speaker and nenbers of the body, | ama new senator. | | as
not here when the debate has taken place in former years. gyt

woul d just like to say that fromthe very begi nning,

I was watching this whole debatefrom afar, | felt ?K%[[] tihto%\%g
very inportant that the State of Nebraska meet jts obligation.
I I'ike what...| like what Senator Korshoj says, | like the way
he says it. | think plain talk and common sense shoul d prevail
here. I don't think that all the legalistic arguments in the
world will solve this problem and | don't think that in the
long run they are what is fair to this problem | (pink that we

need..we could talk about the |egislative studies that have
been done, we can talk about unfair wthdrawal restrictions, e
could talk, talk, talk, talk all day long. But when we come
right down to it, the question is the natter of what we feel jp
our guts and what we feel inour hearts. And | think that this
year, as has been tal ked about before, for the first time jn 2
number of  years, we do have the opportunity to do something
about this problem We do have sonme noney that "we could t ake
care of this problemwhereasin past years we have been under

such tight budget constraints. | ask you, finally, to think
about what Senator Rod Johnson said today, because | think that
he, nore than any of us maybe who have spoken since 1've been

here this norning at |east,.

S=EAKER BARRETT: One m nute.
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SENATOR SCHIMEK: ...have got to be very believable. Rog
Johnson does not have pmany Conmmonweal th depositors ip his
district, if any.. And he is taking the broader perspective
the issue. | would hope that other senators who do not live In
the Lincoln and Onaha district would take to heart what he says.
I think it's very inportant that people not |ose their trust ¢
governnent at any level, whether it is local, state or national.
I would urge you to advancelB 356. Thank you.

SPEAKER BARRETT: Senator Coordsen, please.

SENATOR COORDSEN: Thank you,M. President and nenbers of the
body. Unlike Senator Korshoj and sone of the other members, |
probably have about as many depositors, if not nore, than sone
of the Lancaster County districts in the failed institutions,
including substantial suns fromfairly close relatives. Butl

do, as Senator Schinmek alluded to being 3 new member of the
Legi slature, |, too, ama new nenber of the Legislature in this
particular issue. | would |like to ask some question of o one
in particular, but perhaps some of the subsequent people may
address t hem And that is that first about the amount, my
question is, have all of the assets been sold and the noney
distributed in the failed institution and those that have been
restructured? Is there noney that is going to bethere yet to
settle clains? Senator Wesely nentioned the $10,000 linmt, then
t he $30,000 limt. Wiere did the authority come from to
determine what that guarantee night be? As Senator Landis said,
how many had read the act. Well, most certainly | makeno claim

to be an attorney, but | haveread the act, |.'mvery concerned
about this issue alnd I'm V.ery concerned about doi ng what is
right and what ='s possible. As near as | cantell the

corporation itself set the act, gnd | would |ove to be...set the
amounts, and | would love to be corrected on that, that we, nhe

body of the Legislature, in some way did have gart in that
How do the statutes read in incurring a liability for the giate
of Nebraska in guaranteeing deposits? |'mwell aware of what Is
t he popul ar perception of the responsibility of the Legislature,
because of the inclusion of the word "Nebraska" in the title.
But was the corporation set up in the sane way that we authorize

many ot h_er functions o_f private entities to operate by enabling
legislation? In doing so for other areas, we establish
basically no pecuniary liability, financial |japility for the
operations of this..these corporations. My final question
woul d be that it's been a personal opinion of mne, 54ain. since
being closely associated, and |I' ve seen all of the | 885ET that
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have been sent out by the receivers, by the various
institutions, is the Legisl ature perpetrating a hoax upon the
depositors of these faile institutions or the restructured

institutions? I's the Governor, whoever that mght be at the
time this is settled, going to be regulred reguired to ask for

a judgrment fromthe Suprene Court as to the constitutionality of
what ever appropriation we mght nake this norning. that we could
give a false, or might make, with the adoption of this bill,

irregardl ess of what we do this nporning, are we giving hope
where perhaps none exists? These are questions, | have no

statenents on this issue, I'mvery interested and [|'m. | ooking
for some sense of direction that this body does what is right.
If I have any tinme left, | would give it to Senator Scofield.

SPEAKER BARRETT: Senator Scofi el d, one minute

SENATOR SCOFIELD:  Thank you, Mr. Speaker and members. Thank
you, Senator Coordsen. | asked Senator Coordsen to give ne a
little time because | didn't knowif | was going to get there,
far down the list as | am Byt | feel a need to explain to my
constituents why I'mgoing to vote to advance this pjj t oday,
there are only eight of themwho are Conmonweal th |osers, ¢4 ig
speak, and | don't know if there was any inpact from the other
two institutions or not. Theirconcerns are the sane as the
others I've heard out here. (ne. can you afford it; and, number
two, weren't those people taking too much of g j sk and the
attitude Senator Landis mentioned, about, well ou burns
woul dn't be there if we ever needed you out west any‘v\ayy
prevalent in western Nebraska. | have sone serious concerns in
this state sometimes aboutourregulatory processes. | think
this is a very inportant statenment that's been made here today
by Senator Landis and Senator Warner, i
s}tll cks around, | don't have any doubt a o(LjJt gte()?e\lxgrt%érL%gldﬁa
here forever, but| hope Senator Landis has that longevity.
We'ra nmaking a judgnent about the conpetency of the regul atory
process with regard to Commonweal th. We're making temen
today about what our expectations are as far as h| g% gua |ty otf
regul atory behavior on the parts of state agenci es.

making a prom se thatwe' regoing to reinburse the pubpl c when
they are the losers as the result of inconpetent.

SPEAKER BARRETT:  Time.

SENATOR SCOFIELD: ...state regul ation. And I' m going
support this out of concern that | have for a nunber of other
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issues that | think that promse isvery inportant. Thank you.

SPEAKER BARRETT: Thank you. Senator lan ford, followed by
ae?ator Chambers, Senator Elmer, Senator Labedz and S nator
efner.

SENATOR LANGFORD: Nr. President, colleagues, | wouldlike
soneone to tell ne what |'mgoing to say to the farmers in my
area who, during this time, lost their business or lost their
whole farm lost their land, lost their cattle, andthey say,

whose going to pay meback. Then we have businesses in snali
towns who went belly up during this time. Those people |ost

everything they had and they say, will the Legipsla ure pay ne
back. People in our part of the country had g very difficult
time during the last few years when noney was tight,” tines were
tough. I, in all conscience, have been thinking very seriously

about this issue. Do we, as the state, have an obligation' ? po
the people that |'mtal king about, do they have an obligation to

pay the bill back for the depositors? Then!| have one question
I really would like the answer for, and that is, if this nmoney
is paid, will the state take over the.  whatever is left in the
recei vership? I't certainly would be theirright to do so. pag
anyone given any thought to this matter? |'m surethere's |and
and some other things that m ght bring in revenue |ater on.

Maybe Senator Landis, could you answer that question.

SPEAKER BARRETT: Senator | andis.

SENATOR LANDI S: | think the question is, does the state take
ownership of whatever renaining assets these institutions nay
have.

SENATOR LANGFORD: That's right.

SENATOR LANDI S: Ny answer to that question is no, they do

And 1'll  check on that answer,but that's off the top oportfy
head.

SENATOR LANGFORD: Wel |, why woul dn't the%/, i f our bill _aP/s
back the investnents that were nade by the people and your BI |

also includes interest. | wonder why the state wouldn't t ake
over all the assets that are |eft.

SENATOR LANDI S: You can answer me a question. |f you want to
make your argunent, is that.
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SENATOR LANGFORD: Yes, yes.
SENATCOR LANDI S: |Is that a question or (interruption).
SENATOR LANGFORD:  No, no, no, |'masking.

SENATOR LANDIS: Remenber that there is a body of sharehol ders
who have sonme interest and there is a body of depositors who
have more than the guaranteed anount. The sum total of
conpensation here would not effectuate a closing of g||...would

not effectuate the ¢Josing out of all the books on all the
obligations. The depositors™do not own the institution, the

shareholders do. The depositors are being made whole. jyst as
i'nthe case of FDIC, successor institutions take them gyer. or
they are propped back up with capital reinvestment. The federal
government does not take over FDIC rejuvenated banks. Thisis a
form of guarantee for deposits, but not for the shares m\at are
owned by the company, nor in this case does it take care of g
the | oss, since a good deal of loss will go unconpensated since
it was above the $30,000 anount. The state would not have  an
equi val ent anount of investnment for what it woul d be receiving
in return.

SENATOR LANGFORD: Thank you. |'d like to give the rest gf my
time, please, to Onen El mer.

SPEAKER BARRETT: Senator Elmer, gne minute.

SENATOR ELNER: Thank you, Nr. President. Shouldn't take any

longer than that. | have three questions for Senator | andis.
Senator Landis, in reading your handout relative to LB 1 for the

tort claimin 1985 in the first part it describes the
appropriation and response to tort clains. Andl would assume

for that, assume then that the Legislature responded to the

courts and appropriated zn anmount of money that the court
t hensel ves had thought was a fair rei Mbur Sener . Is that true?

SENATOR LANDIS: No, you' ve got the horse and cart slightly

reversed, and that is to sa the court had to rove the
settlenent, but the court di)c/i not reconmend t hat nun%%P.

SENATOR ELNER: Okay.

SENATOR LANDIS: That number was of our choosing and your
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previ ous cpaestion mischaracterized the origin of the number.
But the court did exam ne and approve the result.

SENATOR ELMER: Thank you. I wasn't here at the tinme and |
wanted to clear that up.

SENATOR LANDIS: Okay.

SENATOR EQC9t: Then in the part that you have underscored.
SPEAKER BARRETT: |'msorry, tine is expired.

SENATOR ELMER: Thank you.

SPEAKER BARRETT: I'm sorry. Pleased to take a moment g
introduce a very special guestunder our south bal cony. As

uests of Senator Hefner and also Senator Rod Johnson, from
olk, Nebraska, the wife of former Li eutenant Governor and

Governor Dwi ght Burney, G ace Burney. Please stand and be
recognized. Thankyou very much, Grace, we're glad to have you
here. Senator Chanbers, additional comments on"the ;4yancement
of the bill, followed by Senator Labedz.

SENATOR CHAMBERS: Nr. Chairman and nmenbers of the Legislature,
having been here 19 years and observing the FOHrse of debates
it t

and what the outcone of a vote probably wil e, it seens at
the consensus of the body is that this bill should pe advanced
and that we are going to make a payout. g5 with that view in
mnd, | don't think there is anything else ? heed to say, excent
this one comment. We know that there was an attenpt, during tr?e
tinme when the original bill passed, to encourage people tq

invest, to save, or whatever termyou want to apply to people
giving their noney to sone financial Tnstitution. Since that

was adopted as a policy of the state, and there was an
affirmative encouragement of people to place their money at
risk, the state does have this obligation. Andl| know we' re

begi nning to repeat, ad nausean% the sane types of things, so
I"'mnot going to say any nore at this point:

SPEAKER BARRETT: Thank you. Senator Labedz, f ol lowed by
Senator Hefner.

SENATOR LABEDZ: Thank you, Nr. President. | [ise in favor of
the advancement of |B 356, | was especially fpI eased when
Senat or Warner said that we should use the avail abl & funds that
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we have this year to pay off the depositors, especially the fact
that we are including all three institutions, which | believe
should all be treated fairly. N neteen eighty-three to 1989 s
a very long time for the depositors of Commonwealth to be
waiting for their noney. | personally, know what that | ength
of time can do to anyone. As you know, | waited three years for
a decision on nmy part. Thesedepositors have now been waiting
fo, alnost six years, and | amso pleased that we (gjected the
committee . anendnents and that we' Il go on with LB 356. perhaps
|ater on, on Select File, we can conme to some conprom Se. Thank
you very much.

SPEAKER BARRETT: Senator Hefner.
SENATOR HEFNER: Question.

SPEAKERBARRETT: The question has been posed. pg| see five
hands'? | do. Those in favor of ceasing debate please vote aye,
opposed nay. Pleaserecord.

CLERK: 26 ayes, 0 nays to cease debate, Nr. President.
SPEAKER BARRETT: Notion prevails. Senator Landis may close.

SENATOR LANDI S:  Nr. Speaker, nenbers of the ]_ePi slature, | want
to answer sone technical questions and then yield the rest of ny
tine to Senator Crosby. Have all assets been sold? Nog, not all
assets havebeen sold. The bill contenplates the book val ue of
those assets in figuring the anmounts that are pere. But the
bill has a provision that says should the assets grow in val ue,
the state would be reinbursed for any noney that the growth of
assets would create that would be somehow giving them a
conpensati on above the $30,000 guarantee. The state woul d get
back any moneythat we appropriated through the growth of
assets. So, there are assets, but if they grow we get the noney
back. Secondly, where did the authority cone fromto rgajse the
amount  froml10 to 30 thousand dollars. The authority was given
to the corporation by the state, subject to the approval of our
Director of Banki ng, that authority was given in statute under

the NDI GC question. Did the corporation set the anount? Yes,
it did, with the approval of our Banking Director. \whatabout
the constitutionality for this'? We have drafted this

| egislation wich informal discussions with our Attorney General,
based on pre-existing court |anguage that allows for this kind
of an adjustnent. In the event it is unconstitutional, it seens
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to me a taxpayer |lawsuit woul d be subject and tinely, up until

the distribution of the noney. You could hold itfor that
period of time and find out the results fromthe court. Ny
guess is that they would uphold it. Wt hrespect to the

guestion that you have to give a farmer who | oses their
busi ness, the farmer who |oses their business is not in business
with the reliance that the state of Nebraska is going to
guarantee thema livelihood. Bytwe have done what = we can to
help with human misery, knowing that the farmers in this state
have been through tough tines. Andthose actions have included
the $50 million recognition of Amendnent 4 for earnings capacity
val uationg secondly, a \aholle_ system O:fgo(t))i Itl1i ons of dollars for
grain price support; third, Initiative t hat as meant  for
that; fourth, when agriculturally oriented countres l'ost therr
ral I.roac.i val uation | ast year_, we appropriated $8 million to
aSSl_St in those rural counties. W have a federal program of
credit guarantees, which are also to the tune of billions of
dollars to help farmers have credits. & have passed nediation
rules to allow farmers to stay on the land. FEffort after effort
after effort, without any guarantee, wjthout ever our name bei ng
applied to assist people in need, whether they're farmers, or
whether they're people on ADC, or whomever they may be, we do
that day in, day out as our business. Andthe answer to the
farmer is we are doing for Commonweal th depositors and these
depositors the efforts to relieve human nisery, just as we have
inthe rural sector. I"'ll  release the last of ny tinme to
Senat or Crosby, whose bill this is the priority designee for.

SENATOR CRCSBY: Thank you, Senator Landis. You said that ver

well. ~And | thank everyone this norning for this wonderfu
di scussion. All the legislators who spoke were straijghtforward
in  their hopes and fears for the bill, and | really do
appreciate that. \What has come through to me | think we ~al l

accept and acknow edge, it is a statewi de issue. Nepraska and
its people are the ones who are involved in LB 356. \phether or
not the owners drained the banks isn't the question. These

depositors put the noney there pecause they wee 'Sa”nlg for
their retirenment, fortheir college tuition"for their children
what ever, maybe they just liked to have the noney there, that's
a legitimate reason forsaving nmoney. so | think that this is
our opportunity, as | saidbefore, to live up to Nebraska's word
and bring back the faith that we all feel in our State of
Nebr aska. Just sittindere this norning, one of the things |
did was figure up how much $40 million would be for each one™ ¢
us if we just...
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SPEAKER BARRETT: One m nute

SENATOR CROSBY: ...took a mllion and a half, $26 a person.

Vell, | suppose we could all go out, each one try and raise that

$26, we could have a bake sale, or maybe an Andy Hardy Bi g Show,

or sonet hi n% like that. But that isp't the way we should do it
e

W do owe t nmoney because in that line about the institutional

security for these deposits, the two words, Nebraska .and
guaranty were what i mpressed those people who were %epositl ng
there. They knew that they were safe, they hoped they were safe
with their money there. So | urge you....One of t he
things...one of the other things | wanted to nention, | have had

letters and phone <calls andpersonal, in passing, visits with

peopl e who did not have noney in Conmonwealth nor any  of the
other institutions involved who have urged that the Législature
do this and reinburse the depositors. And that nakes ne feel. ..

SPEAKER BARRETT: Time has expired.

SENATOR CROSBY: . ..that Nebraskans do understand and realize
that we all have ashareinit. g | urge you, right now, to
vote to nove LB 356 and nake us all feel good %loday. Thank you.

SPEAKER BARRETT: Thank you. Before the vote is taken, we've
had a request for a call of the house. N. Cerk, wll you
clear the board and the question is, shall the house go under
call? Al in favor vote aye, Opposed nay. Record.

CLERK: 25 ayes, 1 nay to go under call, Nr. President.

SPEAKER BARRETT: The houseis under call. Nembers, please
return to your seats and record your presence. Unauthorized
personnel please |eave the floor. Those menbers outside the
Legi sl ative Chanmber, please return and record your presence.
Wile waiting, I'm pleased to announce that Senator Beck has
some guests in the south bal cony, 44 fourth grade students ¢om
St. Bernard's S hool in Qmha. Would you people please stand
and take a bow. Thankyou, we'reglad to hayve you with us.
Senator Noore, record your presence. That's it.  Machine vote
has been authorized. The question is, shall LB 356 be advanced
to E& R Initial. Those in favor vote aye, opposed nay. Onthe
advancenent of LB 356. Have you all voted? gegpator Landis.

SENATOR LANDIS: (Ni ke not activated.) ...if we could have a
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roll call vote and perhaps a check in before we get to that. I
know we' re under call.

SPEAKER BARRETT: Thank you . Rol | call has been request ed.
Menbers are asked to again record their presence. Senators
Wthem Labedz and Lxndsay. Thank you. Nembers,returnto your
seats for aroll call vote, in reverse order. Shall the bill be

advanced? Nr. Clerk.

CLERK: (Roll call vote taken. See pages 1597-98 of the
Legi sl ative Journal.) 23 ayes, 16 nays, Nr. President, ¢on the
advancerent of the bill.

SPEAKER BARRETT: Motion fails. The call is raised. Anyt hi ng
for the record, Nr. Clerk?

CLERK: Nr. President, just one item | have anendnents to be
printed by Senator Baack to LB 257. That's all that | have.
(See page 1598 of the Legislative Journal.)

EEEZAA\EER BARRETT: Thank you. To the next bill on General Fijle,

CLERK: Nr. President,, 247 is on General File. Thebill was
introduced by Senator.. .

SENATOR W THEN: We advanced that bill, 1'mhoping we advanced
that bill.

SPEAKERBARRETT: I'm sorry. Senator Wthem you' re correct.

CLERK: Mr. President, LB 588 was a bill introduced by Senator
Chambers. (Read title.) The bill was introduced on Jjanuary 18
of this year, referred to the Government, Mlitary and %?Jan

Affairs Committee for public hearing. The hill was di scussed on
March 29 of this year, Nr. President. At that time Senator
Labedz had an amendmentto the conmittee amendnents.  That
anendment was adopted. Senator Smith then noved to reconsider
the adoption of that amendnent. That reconsiderationnotion is
now pending, Nr. President.

SPEAKER BARRETT: Thank you. s anyone prepared to _handle the

reconsi deration nmotion which was filed by Senator Snith? Anyone
authorized to handle it? gSenator Chambers.
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SPEAKER BARRETT: One minute.

SENATOR HALL: ...l. either north or south of Dodge Street, gnd
| think that this would work toward that end so that those
i ndividual s can have their voices heard again because there is
changes taking place in both sides of that area in the county
that. we have not had a voice to listen to our concerns, gg |

strongly support the effort to nove o districtwide el ectians
and | woul d hope that the body woul d support the reconsideration
notion. Thank you, Nr. President.

SPEAKER BARRETT: Thankyou. Senator Bernard-Stevens, followed
by Senator Labedz.

SENATOR BERNARD-STEVENS:  Thank you, Nr. Speaker, nenbers of the
body, 1" Il be very brief. Sometiimes after an enmotional vote
that you have, that we had on IB 356, it's difficult to nake a
nmental transition and | sense the body is in that transition,
particularly with so many ﬁeople not here right now, I'msure in
the offices listening to the squawk box. So I'mgoing to try to
recap what happened | ast week to kind of freshen one's menory.

First of all, I will be supporting the reconsjderation motion
and | wi | | be voting against the Labedz anendnent. QOneofthe
thi ngs that happened | ast week when this bill came up before the

power 'outage was that there was a | ot of confusion on (he pody
as to what exactly the Labedz amendment did. andduring the
vote there was consi derabl e di scussion in the Chamber about™ what
was happening and imediately after the vote I know of at |agq¢
two members that said, gee, | didn't realize that part oef it,
and "enator Smith was one that came up quickly and asked for
the...filed a reconsideration nmotion. Hadthe power outage not
gone out, there were the votes for the defeat of the Labedz
amendnent and the votes for Senator Chambers' bill as it was.
have to smile, Senator Labedz, |I' ve always said that Omha
senators have tremendous power. Yoy were a little bit short on
votes and you even got the power to go off on the Legislature
and | was truly impressed, I'm jppressed by that. But
nonet hel ess, the body was very much confused. (ne of the things
I'd like to at least clarify for the body, at least in ny view,
is that the Labedz anendnent though very, very wel | -int ended’
and | know that theyfe trying to conpromi se in what they feel
is a conpromise. | always get a chuckle out of conprom ses, the
fact of who are conmprom ses petween. |'ve always thought
conprom ses were between the introducer of the bill and those
that were against and in the body | find out the conpronmi ses jg
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CLERK: Mr. President, I have a reference report referring
certain gubernatorial appointees to the appropriate committee

for a confirmation hearing.

Senator Conway has amendments to LB 356 to be printed. Senator
Conway would 1like to add his name to LB 84 as co-introducer.
That's all that I have, Mr. President.

SPEAKER BARRETT: Thank you. On Senator Withem's motion to

adjourn, those in favor...recess, those in favor say aye.
Upposed no. Carried, we ar. recessed until one~-thirty.

RECESS

SPEAKER BARRETT PRESIDING
CLERK: I have a quorum present, Mr. President.

SPEAKER BARRETT: Thank you. Back to LB 588. Mr. Clerk, could
you bring us up to date as to our position just before recess.

CLERK: Mr. President, I will, if I may read some items for the
record initially?

SPEAKER BARRETT: Certainly.

CLERK: Your committee...strike that. A communication to the
Clerk from the Governor. (Read communications re: LB 410,
LB 414, LB 587, LB 733, LB 157, LB 46, LB 145, LB 231, LB 231A,
LB 237, LB 379 and LB 418. See page 1600 of the Legislative
Journal.)

Senator Hall has amendments to LB 653 to be printed,
Mr. President. (See page 1601 of the Legislative Journal.)

Mr. President, the Legislature left LB 588 this morning and at
that time Senator Smith via Senator Chambers had moved to
reconsider adoption of Senator Labedz's amendment to the
committee amendments. That motion is pending.

SPEAKER BARRETT: Thank you. Back then to the motion to

reconsider. Senator Withem, would you care to continue the
discussion on the motion to reconsider, Senator Chambers next.
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they take a |l ook at their own nmethods whereby, as Senator Lamb
B'Oi nts out, they pit neighbor agajnst nejghbor on the bonus
i dding, they take a | ook very seriously at théir own nmanagenent
fees, their managenment expenses, which | think paybe just a
little bit greater than any professional nanager woul d charge
the school children of this state. | think we' ve raised a
nunmber of i ssues. We' re going to be hel ped,somewhat perhaps,
along that same line with a court decision in the future. ut
that won't be the end of it, that's not going to be the end of
it relative to the school |ands. And we ought to be better
prepared and better informed. It is a major asset, it's a mgjor
amount of money, and it is amjor responsibility. |tshould
not be addressed lightly, and it won't be. But | think we have

served the people of the State of Nebraskaand the school
children well this afternoon for the hour and a g or hour

and 40 minutes that we debated this issue. aAndl would enjoy
doing it again, and | encourage you all to pecome much better

informed on it in the ensuing five,orsix, or seven months
before we come back here in January, when we mght take another
look at it. So, with that, M. President, | support the bracket

noti on and hope that we can nove on to other issues.

PRESIDENT: Thank you. The question is, shall the bill be
bracketed? All those in favor vote aye, opposed nay. Record,
Mr. Clerk, please.

CLERK: 27 ayes, 1 nay, Mr. President, on the adoption of the
notion to bracket the bill.

PRESI DENT: The bill is bracketed. Do you have anything for
the record, Mr. Clerk?

CLERK: I do, M. President. M. President, notice of hearing
fromthe Appropriations Conmittee and fromthe Health and Hyman
Services Conmittee.

Attorney General' s Opinion addressed to Senator Weihing
regarding LB 340. (See pages 1981-83 of the Legislative
Journal.)

Amendnents to be printed by Senator Landis to LB 356; Senators
Wthem Beyer and Hartnett to LB 285; Senator Wthemto | B g13.
(See page 1983 of the Legislative Journal.)

M. President, | have a reference report referring gubernatori al
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day one of ny priorities and that is not going to be a bill that
will be gotten to this year but it dealt with the rei nbursenent
of those people who were investors in the vyarious industrials.
And while we will not get to LB 356, if there is not some npbney
set aside, it will never be done and we fust know it pjever be
done. And this is the opportunity, it seens to me to reserve

that noney should the Legislature decide pext session on 356
that that's the appropriate thing to do, there would be funds to
cover at | east the principal involved in the industrial banks
that people lost. It's a goal that some of us. at |east, have
struggled with for a nunber of years. and | tend to view this
as the |ast opportunit robably in order

obvi ously, itpps tied |yntpo a Ioty of ot her thlong%? }?ag. mil |N°g\£,‘
is put aside, that also is an investnment and 525 that also takes
40 mllion out of the green sheet . It also means that there
will be 40 mllion of appropriations or revenue reductions or
conbi nati on that cannot be done. It al so neans that should this
pass and be signed by the Governor, you would have 40 mllion
that wool d not be available for overrides because it would have
been invested. Now, frankly, I don't think we can afford the
overrides anyway whatever |evel the Governor does on vetoes In
order to avoid future econoni c problens. i

shoul d be aware if you do this, you' re takF;nugt’ABl e gryeo?tf’ Yre”
sheet. But | still think, notw thstanding those drawbacks, that
it's the prudent thing to do. |f there is anything that I av
heard and many of you have heardover the | ast few nont hg' Ve
keep sone noney there, don't spend it all. Everybody knows in
Nebraska that if you |jye here very long that there are some
tough tinmes. Al'l you have to do is ook at the history of
growth in our receipts agnd while we talk about what they
average, which has been up around 4.1 percent, with this year it
Wil be sonmewhat higher than that, but in every time you | ook
there is about one oyt of four years in which it al’npst goes
flat even though the average is nuch higher. And  when those
flat yearshit are the years that we end up in special sessions
usual ly the year after. And we' ve run about three years pg
with very good growth and the kind of budget we' re looking a
potentially in total, along with revenue reductions, you have to
expect the next four years not to have one single flat year
receipts. It's unrealistic to assune that and certainly is poor
planning. It's the kind of thing that if an individual business

does, they get in trouble. In the state, we have had that
history three tinmes in the past, as | have indicated this many
times, 74, '80 and '84, in which we used surpluses to do a
variety of good things and then we i mmediatelyhit a fl at
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over in termsof a surplus to a 6300 mllion Ievel, unheard of
inthis state, nearly ¢triple the highest |evel we have had
before and then with the different proposals that we have, big
ticket items, and in particular |psg4, spending that downso
rapidly that we hit bottom It's a roller coaster ride fromthe
top to the bottom it's fast, it's furious, it's scary and it
can be disastrous if we' renot careful. andso |, _truly, think
that he is making a good point and worth including in this bill.
Utimtely, we have the option of amending it fyrther, puII|ng
the bill off of Final Reading and acting on it at that ti

also think, for all those thoysands of Commpnweal th, St te
Securities and American Savings depositors, this is their chance
and hope and salvation bpecause if you do not allow for this

saving of this nmoney, it will dash and h their es ard
dreams of having sone opportunity for refi et this sesst That
bill, LB 356, is | angui shing probably unavailable for us to
consi der yet this session and so the only hope for those people
is to save and put aside the money. And, again, it isn't

necessarily the case that next session we would come back and
expend that money because other opportunities nmay be there,
other bills that are also | anguishing, unable to be attended to
and fiscal conditions may change. But if the tine is right and

the money is still available, hopefully, the Co alth
depositors woul d. have the chance’ nextp se33|¥>n to have re \év? for

their suffering over the years. sp, jn my estimation, this card
ought to be laid on the table and olught td be acted on and ought
to be adopted today and give us a chance as we work through the
next few days to decide how best we want proceed, but not

adopting the amendment, not acting on.the b| 1, I think woul d be
a mstake. So | would ask your opposition to the bracket notion

and support for the Warner anmendnent.

SPEAKER BARRETT:  Thank you. SenatorWehrbeln would you care
to discuss the notion to bracket?

SENATOR WEHRBEI N: Yes, Nr. Speaker and menbers, | would ose
the bracket notion and sinply nove on wWith. to consideration of

adopting this anendment. | thi nk we need to be considering this
now and not putting it off. keep thinking about . stronq y
supported the 50 million the other day and thxs 40 mII ion still
makes a | ot of sense to me. | won't go ~to all of what | gaig
the ot her day, but | still believe that. we- have got to keep In
mnd that in this time of relatively plush resources that we
ought to set aside some. | knowit's easy, as | drove across

Lincol n again last night, asyousee the green lawns, the ample
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SPEAKER BARRETT: Senator Hall . Senat or Schel | peper next .

SENATOR HALL: Thank you, Nr. President. Again, | riseto
oppose Senator Warner's anmendnent to 525 and | do gsg pased on
sone of the sane arguments that have been offered here today and

that being that we can't do it all. senator Warner is very up
front in his approach that it is an apendnent that will cost
probably capital construction nmore than any other portion of tﬁe
bills that we have passed should it be adopted. |tis ver'y up
front that the support for Conmonwealth, State Securities and
American Savings that wasi n LB 356 that | happen to kﬁe a
co-sponsor of and | have been as supportive of payl ngpback those

depositors as any Lincoln senator that's served in the body
since that tragedy took place, and | will continue to be. Butl
will do that onits face and not through this amendnent. the
i ssue here, | guess, is should wedo this or should wedo
sonething el se? And what's something else? |B 84 is meani ngful
Broperty_ tax relief and to argue that you can't support it
ecause it's not sustainable is like saying " {hat. well we're
going to put this noney away but we may have to use it. \yell,
okay, well, then why put it away, why not use jt now ? Why not
just take careof property taxes by saying, |ocal governnents,
that's your problem we' re not going to deal with it? But yet
we, on the sanme side, on the same hand, say we want to give nore

state aid. Well, what's the difference'? The difference is that
property tax relief goes to the taxpayer and that's who ought to
receive it in this case and that's what I,B 84 does. |{ will be
the first time that wehave ever been able g get t hat
acconplished and | think that shouldbe done. Now putting
$40 mllion aside, although it would allow for, | guess,
stability with regard to budgeting, it does notallow for
stability with regard to revenue. nd if you want to have
stability with regard to revenue, the bill you ought to kill is

LB 739, because it's got $24 mllion in reduction of revenue

one fell swoop and that strikes at the stability with regard to

revenue. You also, again, | get back to {he jssue of saying
that revenuesare not going to be addressed in the comnpg years

and that we are not going to ever basically |ook at either

exenptions, expansion of the base, rate or bracket increases,
dependi ng on which sales or incone you're talking about. Apgq

h ’ |
woul d argue, | adies and gentlenen, that we' re going to have to
do that. We' re going to have to do that because cost ;45 gtate

overnment is going to continue to go up. |tis not goingto go
own. It's not going to stay flat and were goingto hgve to
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emergency clause attached.
CLERK: (Read LB 312A on Final Reading.)

PRESIDENT: Having complied with ali provisions of law relative
to procedure, the question is, shall LB 312A pass with the
emergency clause attached? All those in favor vote aye, opposed
nay. Have you all voted? Record, Mr. Clerk, please.

CLERK: (Read record vote as it appears on page 2516 of the
Legislative Journal.) 43 ayes, O nays, 4 present and not
voting, 2 excused and not voting, Mr. President.

PRESIDENT: LB 312A passes with the emergency clause attached.
May I introduce some guests in the north balcony, Senator Schmit
has 30 third and fourth grade students from Dwight and their
teachers. They are from the East Butler Elementary School.
Will you folks please stand and be recognized. Thank you for
visiting us today. Anything for the record, Mr. Clerk?

CLERK: Mr. President, 1 do. I have an Attorney General's
Opinion. (Re: LB 356, found on pages 2516-2520 of the
Legislative Journal.)

I also have an explanation of vote, Mr. President, by Senator
Warner. (Re: LB 84, found on page 2520 of the Legislative
Journal.) That is all that I have, Mr. President.

PRESIDENT: While the Legislature is in session and capable of
transacting business, I propose to sign and do sign, LB 95,
LB 247, LR 247A, LB 250, LB 250A, LB 261, LB 261A, LB 277,
LB 277A, LB 280, LB 283, LB 303, LB 303A, LB 312 and LB 312A.
Are you ready to go on?

CLERK: Yes, I am, Mr. President.

PRESIDENT: We will go on to the General File, LB 272A.

CLERK: Mr. President, 272A 1is a bill introduced by Senator
Landis, it's a bill for an act to appropriate funds to implement
the provisions of LB 272.

PRESIDENT: Senator Landis, please.

SENATOR LANDIS: Thank you, Mr. Speaker. LB 272 is the Mortgage
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that have been asked have been not of ny naking, but it would be
pai nful indeed if the Legislature said that anongst all therest
of the claims that we have entertained, and amongst all the

groups that we have listened to and have debated repetitivel
that we would not entertain the Conmmonweal tafdep05|tors maki n

their claimat this noment as well. | ynderstand that there are
many of you who do not support the claim of these financial
institution depositors. | expect when we get to the underlying
motion we' |l have a chance to make that momént clear. What |
ask from you nowis a favor, and that is to grant us the right

to place the issue before the pody by suspending the rules.
Thank you.

SPEAKER BARRETT: Thank you. Senator Beck, would you like to
di scuss the rul e suspension?

SENATOR BECK: No, Nr. President. I would like to, if we do
suspend the rules, | would like to speak to the anendment.
SPEAKER BARRETT: Thankyou.

SENATOR BECK: Inorder to do that, do | just leave nmy light on
and wait?

SPEAKER BARRETT: Yes, |' |l leave your |ight on.

SENATOR BECK: Thankyou.
SPEAKER BARRETT:  Senator Abboud, on the suspension.

SENATOR ABBOVD: Yes, Nr. President, col | eagues, this has been
an issue that has been around for a nunber of years. \henit' s
around a numoer of years, we've had a number of votes on it.
Most recently we had a vote on it in the formof LB 356, 5 pj |

that appropriated $40 million to the cCommonwealth, State
Security and American Savi ngs depositors. | have conpassion for
these individuals, but responsibility comes with this job. |t
it was an idealistic world, where there was unlinited resources,
where there were no obligations nor responsibilities, | would
say givethe $40 million o these individuals. But that is not
the case. Forty million dollars is not a gpg|| jtem it's a
maj or budgetary consideration gnour part. Ard as nuch as |
would like to say let's look at this in a vacuum,that will .5
be the case. The Legislature has spoken on this issue.
Unfortunately, some of the depositors have not |istened. We' ve
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agreenent, outside of the $20.5 nillion figure that we had

talked about some years ago. At that time, we weren't real ly
sure of the extent of the losses. Thelosses were greater than
we thought they would be. So it's not fair to say that the

Commonweal th depositors got their noney, nowthey're coming back
for nore. They didn't, they didn't get their ppne they  got
much | ess than they had hoped for and it's only fair and ri ght
t hat they come back. To treat them fair and the other
depositors fair you need to return all of their deposits, 3| of
their investment that they |ost. So | thinkit's sinply
i nappropriate to try and characterize the Commonweal th people as

com ng back, coning back, and i fwe give themthls they' Il cone
back for more. That's not the case.” |f¢ can deal with this

i ssue, deal with this amendnent, pass thls bill, we'll be done.
| promise, as a strong supporter of the Commonwealth, State
Securities people, | won't be back again. Theinterest will
have to be lost. It will be sonmething we just give in the
process. It's a substantial amount of noney that these people
have lost in interest, but if we can at least get their
princi pal back, the issue will be gone asfar as |'m concerned
and | think as far as the other co-sponsors will be gone (sic),
we wil | be done with it, it will be over, wewon't comeback
every year, and we can finally rectify the wong that has been
done to these people and Ijustice wil | be served. | really
believe that, and| hopeyou'll help us with that. | also hope
you' Il have a chance to read the Attorney Ceneral's Opinion as
you consider this. I mgoing to quote from t hat . This is
Attorney General Spire, | believe the courts WouId agree with
t he Legislature, there can be no nmore inportant public™ purpose
than publicconfidence in governnment, and the public confidence
in government is directly involved here. Through LB 356, the
Nebraska Legislature is making a good faith effort to address
the situation which has seriously eroded corfidence

gover nment . In LB 356, the Legislature clearly descrl bes t%e
circunstances and public purpose it s addressing based y
those circumstances. |In ny judgnent the courts woul d uphol d Phe

action  of the Legislature here as a fulfillment of an
appropriate public purpose as identified and described by the
el ected representatives of the citizens of Nebraska. |pother
words, it is the right and just thing to uphold public
confidence in government, and public confidence in governnent
was eroded by meking a prom se that wasn't kept, by saying there
was a guaranty that we didn't fulfi Il, by not returnin the
people their deposits which we told themthe state woul d back.
So | would ask you to help us suspend the rules, cgnsider this
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amendment addresses what may be the worthiest of all the
projects that we' ve encountered this session. | just wish that
we coul d have encountered it sooner. Atany rate, over and over
again |' ve tried to nparrow my priority |ist, keeping the
taxpayers al ways in mnd because thesane elderly who have not

received their funds are also taxpayers. I have American
Savings depositors in ny home district, and |I' ve sent detail ed
questionnaires to each of those people that | could identify.
W need to remenber that American Savings depositors and Sta%,e

Security depositors have received po state funds what soever.
Now many of those questionnaires that | sent out have cone iIn,
and over one-half of those uestionnaires that, have been
returned have comments to the ef]gect t hat althougn t hey have not
received their money, and they want their noney, andwould |
pl ease do what | can to get themtheir noney, gnd| want to do
that. Most of my depositors have received from25 to 40 percent
of their I nvest nent, not...over 70 ercent of some of the
supporters of LB 356 have stated these tTol ks are concerned about
the taxpayers. They don't know if. the taxpayers shoul d pick up

the tab, and |'mjust reading you their comment. They realiz e
who will pay the cost will be thenmselves. Now Senator Scofield
and Senator Pirsch said early in theseason, agnd certainl y

Senator Hannibal has said in the mi ddl e of the season, and
Senator  Wehrbein and Senator Warner and the people around me
have said now at the end of the season p| ck caref u||y what you
want to support and what are your priorities. sgo| chose
teachers' pay, and that's 40 million, and| chose property tax
re||ef., and that's 982 mllion, and then.| chose the i ncome tax
reduction and that will cut out 18 mllion, gndthen | decided
to choose state aid to schools, andthat' s 18 million, and that
is more money than |' ve evelseen in ny entire |ife. | don' t

want to jeopardize the income tax reduction, gnd |I'mafraid that

that may happen, or that LB 84 will be jeopardized, 4y perhaps
any of a number of things that Senator Bernard-Steveng was g

good to mention to us. When we first voted on LB 356 | chose toO
be present and not voting because even then ny heart said.

SPEAKER BARRETT: One mi nut e.

SENATOR BECK: ...yes to the American Savings and State
Securitie s and even to the Commonweal th, put | wanted nore
information. And now | have it and ny heart still says yes, but
my head has to. sayno. | think that what we need to do is to
make this Dbill a priority at the beginning of the gsgsion  the
very beginnzng rather than at this point. aApnd| could stjpport
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SENATOR CHAMBERS: So we have a situation where the churches and
the schools engage in conduct which they don't want the children
to engage in or, in other words, they don't want the children to
follow the example that they are laying out for them by their
own gambling?

SENATOR HALL: I don't think that is quite accurate. That
doesn't carry with your other question. Your other question to
me was do they encourage gambling.

SENATOR CHAMBERS: Okay, let me rephrase the question.
SENATOR HALL: OKkay.

SENATOR CHAMBERS: Do the churches and the schools want the
children to follow their example and qamble?

PRESIDENT: One minute.

SENATOR HALL: Oh, I don't think so. I think they, in this case
they offer bingo, they offer pickles as a way to raise revenue
to allow that greater good, that benefit to society, in the
case, the example you give, a parochial school or a private
school opportunity that otherwise probably wouldn't be able to
exist.

SENATOR CHAMBERS: And because my time is so close to running
out, I am going to put my 1light on again, Mr. Chairman, and
relinquish what few seconds I may have.

SENATOR HALL: If I could just use the seconds, the answer to
your question, Senator Chambers, is 65 to 80 percent is the
winning and it usually runs between 75 and 78 is what the payout
is.

PRESIDENT: Thank you. Senator Nelson, please, followed by
Senator Schmit.

SENATOR NELSON: Mr. Speaker, members of the body, I, too,
naturally, am interested in all portions of the bill, and I, and
!ike maybe Senator Chambers here or, in essence, Senator Hall, I
also am 1like Senator Landis, I have not supported I believe it
was LB 356 and yet 1 look at it as this is something that we
have now and it has been a means of support of some of the
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