@

January 18, 1989 LB 53, 57, 123, 537-597
LR 8-12

Mr. President, new bill. (LBs 537-538. Read for the first time
by title. See page 268 of the Legislative Journal.)

SPEAKER BARRETT PRESIDING

SPEAKER BARRETT: The Chair is pleased to announce that Senator
Jacklyn Smith of Hastings has visiting the legislature today
Dr. Robert Schlock and 20 students from Hastings College,
specifically, psychology and law class, in the east balcony, the
rear balcony. Dr. Schlock, would you and your students please
stand and be recognized by your Legislature. Thank you. We are
pleased to have you visiting with us today. Also under the
north valcony from David City High School, Senator Schmit
announces the following guests, 8 students from David City High
School with their teacher. Would you folks please stand and be
recognized. Thank you for visiting. We are glad to have you.
Mr. Clerk, more bill introductions, please.

CLERK: Mr. President, first of all, your Committee on Urban
Affairs, whose Chair is Senator Hartnett, to whom was referred
LB 53, instructs me to report the same back to the Legislature
with the recommendation that it be advanced to General File;
LB 57 Gerieral File; LB 123 General File, all signed by Senator
Hartnett as Chair of the committee.

Mr. President, new bills. (LBs 539-557 read for the first time
by title. See pages 269-72 the Legislative Journal.)

SENATOR HEFNER PRESIDING

SENATOR HEFNER: Mr. Clerk, do you have some more bills to
introduce?

ASSISTANT CLERK: Yes, I do, Mr. President. (LBs 558-593 read

fer (he first time by title. See pages 273-81 of the
Legislative Journal.)

SENATOR HEFNER: Do you want to read the bills into the record?

CLERK: Yes, Mr. President, thank you. (LBs 594-597 read for
the first time by title. See page 281 of the Legislative
Journal.)

Mr. President, in addition to those items, I have new
resolutions. (Read a brief explanation of LRs 8-12. See
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February 7, 1989 LB 413, 587, 644

PRESIDENT NICHOL PRESIDING

PRESIDENT: Welcome to the George W. Norris Legislative Chamber.
We have with us this morning as our Chaplain of the day,
Reverend Gordon Scott of the Crestwood Christian Church in
Lincoln. Would you please rise for the morning prayer.

REVEREND SCOTT: (Prayer offered.)

PRESIDENT: Reverend Scott, thank you for giving us the morning
prayer. We appreciate it very much. Roll call, please. You
wish to come to the Legislative Chamber promptly because we are
guing to be starting on Final Reading in a few moments and I'm

sure you will not wish to miss votes if you are present in the
building.

CLERK: 1 have a quorum present, Mr. President.

PRESYDENT: Thank you. Do you have any corrections to the
Journal today?

LERK No corrections, Mr. President.
PRESIDENT: Any messages, reports or announcements?

CLERK: Mr. President, your Committee on Government, Military
and Veterans Affairs reports LB 644 as indefinitely postponed.
That 1is signed by Senator Baack. Business and Labor Committee
whose Chair is Senator Coordsen reports LB 413 as indefinitely
postponed, signed by Senator Coordsen as Chair. Mr. President,
your Committee on Natural Resources whose Chair is Senator
Schmit reports LB 587 to General File with committee amendments
attached and that is signed by Senator Schmit as Chair. And
that is all that I have, Mr. President. (See pages 611-13 of
the Legislative Journal.)

PRESIDENT: We'll move on to the confirmation report of Senator
Schmit's.

CLERK: Mr. President, Senator Schmit as Chair of the Natural
Resources Committee would offer a report on the appointient of
Mr. N.P. Dodge, Jr. to the Power Review Board. The report is
found on page 603 of the Journal.

PRESIDENT: Senator Lamb, can you take that? I don't see
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February 28, 1989 LB 133, 587

postponed.

Senator Haberman has a series of amendments to be printed to

LB 587, Mr. President. (See pages 896-99 of the Legislative
Journal.)

Mr. President, 1 have four gubernatorial appointments. That
will be referred to Reference for purposes of referring to the
appropriate Standing Committee for confirmation hearing. (See

pages 900-02 of the Legislative Journal.) That's all that I
have, Mr. President.

SPEAKER BARRETT: Thank vyou. Moving then to General File,
senator's priority bill, Mr. Clerk.

CLERK: Mr. President, LB 183 is a bill that was introduced by
Senator Baack and Senator Bernard-Stevens. (Read title.) The

bill was introduced on January 5, referred to the Education
Committee. The bill was advanced to General File,
Mr. President. The committee amendments and the bill were
considered on February 22nd. At that time, there was an

amendment to the committee amendments by Senator Baack that was
adopted, a second amendment by Senator Baack to the committee
amendments that was adopted, a third and a fourth and a fifth
and a sixth. Mr. President, when we left the bill, Senator Lamb

had pending an amendment to the committee amendments. Senator,
I have your amendment. It's on page 813 of the Legislative
Journal.

SPEAKER BARRETT: Senator Lamb.

SENATOR LAMB: Yes, Mr. President and members, I have these
amendments which are in the Journal and, as the Clerk peinted
out, on page 813. I have not circulated them otherwise So I

would ask that you may wish to turn to the Journal page 813 and
we're on number two, the middle of the page, AM0472, where it

strikes "one school year" and inserts "four school vyears" and
this, in essence, says that the student would be committed to
attend the school to which he wants to transfer for four years.
This 1is designed...this is a...well, this amendment is a

continuing effort to show that this bill has not been adequately
researched, has not been adequately studied. There has not been
sufficient thought gone into this bill and so these series of
amendments...and I have these six amendments and we're on number
two, I apologize for the length of time we have spent on the

1628



March 6, 1989 LB 87,318, 340, 362, 362A, 390, 440
489, 541, 545A, 563, 587, 605, 661
687,728, 793, 809
LR 16, 44, 45

SPEAKER BARRETT: W th your perm ssion, perhaps the Cerk could

read some itenms in before we take a vote, Senator Goodrich'?
Thank you.

ASSI STANT CLERK: Mr. President, your Conmittee on Busi nessand

Labor, whose Chairpersonis Senator Coordsen, reports, LB541 to
General File with amendnents; LB 605, i ndef initel y post poned.
Conmi ttee on Enrollnent and Review reports LB 318 .55 (orrectl y
Engrossed; LB 362, LB 362A, LB 440, LB 489. (See pages 993-97

of the Legislative Journal.)

New resolutions. Read brief_descriptions o LR 44 d 45
for first tinme. Sege pages 997-98 of pt he LeglslatRl ve Jgurnal'R)

I have a notice of committee hearing f"omthe Business and Labor

Comittee on gubernatorial appointnents. Your Committee on
Revenue, whose Chairperson is Senator Hall, reports LB 793 to
Gener al File; LB 390, indefinitely postponed; |B563,

i ndefinitely postponed; LB 661, indefinitely postponed; LB 687,
indefinitely postponed; LB 728 and LR 16CA, jndefini ter
postponed. (See page 998 of the Legislative Jour nal . )

| have amendments to LB 587 from Senator Schmit to pe printed:;
and from Senator Pirsch to LB87. New A bill, LB 545A, from

Senator Baack. Read by title for the first time. See page 999
of the Legi sl atl\(/e Jour¥1a| ) pag

Anendrments to be printed to LB 340 from Senator Chambers.
Unani nous consent request from Senator Pirsch to add her nane 44

a Cco-sponsor of LB 809, and an announcerrent from Senator Rod
Johnson that the Agriculture Conmttee brief

Executive Session under the north bal cony, i I’TTTEngl atel y fg] | ow ng

adj ournnent today. That's all that | have, M. President. (See
page 1000 of the Legislative Journal.)

SPEAKER BARRETT: Thank you. You' ve heard the nmotion to adjourn

of fered by Sena.t or GOOdrICh Those in favor say aye. Opposed
no. Ayes have it, motion carried. e are adjourned yntil

t onor r ow nor ni ng.

Proofed by:
ari n nk
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March 8, 1989 LB 132, 587

then have it conme back the next year as a reinbursenent back g
that fund. This would create a cash fund, it would be easier to
pl an. Their workload is growing in this area,andthis simply

creates that cash fund to make it more self-sustaining.
Sinmplifies the bookkeepi ng.

PRESIDENT: hTha(rjwk you. Afny rzurg‘hlelr discussion'? |f not, the
question is the advancenent of the bill. Il those in favor
vote aye, opposed nay. Record, M. Clerk, ;ﬁease.

CLERK: 27 ayes, 0 nays, Mr. President, on the advancenment of
LB 132.

PRESIDENT: LB 132 is advanced. g 587.

CLERK: Mr. President, LB 587 was a bill that was introduced by
Senators Schmit, Baack, Weihing, Robak, Morrissey and Wehrbein:

(Read.) The bill wea introduced on January 18 of this vyear,

Mr. President. At that time it was referredto the Natural

Resources for public hearing. The bill was advanced to General

File. I do have committeegnendments pending b; the Natural

Resources Conmittee.

PRESI DENT: Senator Schmit, you want g take the amendments
first, or the bill first'?

SENATOR SCHMI T: Mr. President, | would take ~he committee

amendnents at this time and explain them

PRESIDENT:  (Gavel.) Could we please have it quieter gsgwe can
hear the speakers. Thank you

SENATOR SCHMIT: The comittee amendments arevery simple.
They. ... The original |anguage of the gstatute calls for board
nmenbers of the Ethanol Authority to be drawn fromthe nenmbership

of the corn, wheat and sorghum check-off board. It was felt by
a nunber of the farmorganizations and the farmers who came
before us that this ought to be lessyestrictive and that any
i ndividual who is a grower of one of those commdities ought to
be avail able for appointnent to that board. It also provides a
met hod whereby the candidates for appointnment to the poard ma
place their names on the candidacy list by getting at least 5
growers fromeach...from any crop to Sign a petition on their
behalf. This is consistent with the method whereby those
appointments are made to sone of the other boards, and | think
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March 8, 1989 LB 587

it does provide for a nore broad representation on the Ethanol

Aut hority Board. I move for the adoption of the committee
amendments.

PRESI DENT: Any discussion on the conmittee amendnents'? |t ot
the question is the adoption of the committee anendments. All’

those in favor vote aye, opposed nay. We' re voting on the
commi ttee anmendments. Pléase record, M. Clerk.

CLERK: 25 ayes, 0 nays, M. President, on adoption gf the
conmi ttee anmendments.

P RESIDENT: M . Clerk, you have an anendnent'? Senator Schnit,
did you wish to explain the bill briefly before we take yp the
amendments'?

SENATOR SCHMIT: Yes, | believe | should.
PRESIDENT: All right .
SENATOR SCHMI T: ...M. President and nenbers, not only for the

enlightennent of Senator Haberman, who wants to amend the bpill
sonewhat, but al so because | think | owe it to all therest of

you. |t has been 18 years since | brought the first bill to
this body that was the forerunner of what has becone an et hanol
industry here in the State of Nebraska. | want to remind some

of you that when that bill was first presented, LB 776 in 1971,
the idea that there would ever be an et hanol industry was wi de|y
ridiculed. It was also enphasized py the petroleumindustry
that there would never be such an iremfor sale as unleaded
gasoline, that that was a figment of the imagination. Tpeyalso
sand that , i f Schmit's bill becamelaw, it would raise the price
of gasoline by 3 cents a gallon and the public would never giang
for it. At that time | was paying 29 cents for a gallon of
gasoline delivered to the farm tax included. We all know what
has happened since that time. The purpose o thebill, 587, ijg
consistent with a prom se that | made 3 punbe to nunber of
individuals in the Legislature and to then Governor Kerrey when
LB 1230 was enacted into lawseyeral years ago, that is that |

was not opposed to broadening the responsibi Iity of the Ethanol
Authority to include the utilization of the by-products fromthe
generation process of distillation and also, in fact, maybe gyen
to encourage the devel opnent of industry that mght have. 544
this by-product, the al cohol itself. For exampl e, Senator
Hefner has LB 325, a bill which is designed to encourage the
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devel opment of a plastic industry based upon some utilization of

cornstarch. Of course that will require, if we develop that to
the maxi mum extent of the...as is envisaged by sepator Hefner,
the utilization of many, many millions of pounds of cornstarch

and sonehow or other that could, of course, be consistent with
the devel opment of ar. «thanol industry. The |ivestock i ndustry
is becoming nore and more interested {n the wutilization of

distillers wet grains as a feed. W recognize that Nebraska
has, fromtine to tinme, shown signs of strength in the livestock

i ndustry. We r ecogni ze that |owa Beef products is going to
utilize the facility at Lexington that will slaughter 4,000
cattle a day. There have been individuals who have come to

Nebraska in the | ast several weeksand visited with myself and
ot hers about bringing additional feedlot capacit to Nebraska
and some of themare directly intereseed ntying into the
exi sting plant at Hastings where they can utilize the distillers
dry grains out there, or else to utilize the construction of an
al cohol facility where they can wutilize the slurry and the
distillers wet grains as a feed stock for the |ivestock. | want
to point out also that | have here a meno from the President
Governor Sununu who is his chief a)visor fromthe Wite House,
it"s on Wiite House stationary. It says, please gzsk our policy
people to get the various departments geared up so that we ¢cgn

move ahead on ethanol. | have a nunber of other similar kinds
of pieces of evidence which I think indicate that the ethanol
industry is a very viable industry, onewhich is growing. I

want to point out again that Nebraskasjts in a very desirable
position. We are the western nost area of the corn belt and we
are on the eastern end of an area, such as Denver, Albuquerque
and Phoeni x, a number of the citie s which have trouble with

clfean air, therefore we are going to be the nost likely provider
of...

PRESIDENT:  (Gavel.) Could we please have it nore quiet so that
we can hear the speakers. Thank you.

SENATOR SCHNIT: Appreciate that, Nr. President, because, if
they are not going to listen to me, | hope they don't listen to
Senator Haberman either. But anyway to get on with my argument,
the point is that we gare in a position to be the principal
producers, not only of ethanol, but of an ether additive, ETBE,
which is going to be wutilized in many of our citiesgsan

additive for what we call oxygenated fuels. Nowwe can either

proceed to develop that industry, orwe can ake a back seat to
the nmethanol industry and the coal industry which have, ipn fact,
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made a definite conmitnent to try to develop MIBE which is a
derivative of met hane and which can be producedfromcoal. g4
agriculture can continue to work on this process and try ¢g

devel op that market, or we can take a back seat and let the
i ndustry, the coal industry, the petrol eum industry super sede
us. I think tha this bill enphasizesagain the devel opnment of

by-products, the devel opment of the co-generation possibilities
and the fact that ethanol may, in fact, in some instances be
even a by-product for some of the other products that are
devel oped through this jndustry. It's been a long time, 18
years, since we' ve been working on this. As | said earlier,
there were people who ridiculed the idea. But today.

PRESIDENT:  (Gavel.) Pl ease, ladies and gentlenen, we're having

difficulty hearing. Pl ease hold it down. Thank you, Senator
Schmit.
SENATOR SCHMIT: Today approximately one-third of all the

unl eaded gasoline sold inNebraska is a blend of ethylalcohol
and gasoline. As we | ook toward the future we gre going to see
those numbers increase. Ne are particularly going to gee a
| arge growth in the devel opnent of the ETB industry, and we
think that we ought to take advantage of that. Manyof you,

over the years, have participated in these prograns. Many  of
you have watched the industrygrow. And | think that what we
are doing here today is consistent with the jdea of increased

economi ¢ devel opment for all of the State of Nebraska gpg
i ncreased market opportunities for the agricul tural production

of the State of Nebraska. | pmke no secret of the fact that I
do not subscribe to the theory that agriculture is ,uidated in
Nebraska. | still believe that the agricul tural production of
this state, both conmodities and |ivestock, is more inportant
than the industrial devel opment we have seen in the last few
years, although | do not downgrade the inportance gf trying to
i nprove that. But t he businessof Nebraska is commdities and
livestock, it always has been and t always will be. And to the
extent that we can enhance that devel opment, we should do so.
LB 587 is a tool in the enhancenent of those major industries,
and | think the bill should be advanced. | want to say this, |
have reviewed the amendnments proposed by Senator Haberman, gpnq
do not object to some of them Many of the proposals ne has
enbodied in his anmendments are being taken care oftoday by the
authority. I have several anmendments which | will propose to
his amendments, and | showed themto him seyeral days ago. He
will comment upon them himself. Byt | hope that you will bear
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with me on this bill. This is an important pj||, |adies and
gentl enen, it is a bill which is of a |otof inportance to the
State of NebraSkay it is a bill which is of no persona|
importance to me insofar as prideof authorship i s concerned,
but it is inportant to me as a farnmer and a citizen of the State
of Nebraska. | hope that you will advance the bill.

SPEAKER BARRETT PRESIDING

SPEAKER BARRETT: Thank you. An amendment on the desk,
Mr. Clerk .

CLERK: Mr . President, the first anendment | have is by Senator
Haber man. Senator, this is ANBogthat is f ound on Journal
page 896.

SPEAKER BARRETT: senator Haberman, please, gn your amendment.

CLERK: This is the one, Senator, it says...(Read Haber man
amendment.)

SENF ZOR HABERMAN: Okay. M. President, nmembers of the body, gg
has been stated the grain shall mean wheat, corn and grain
sorghum.~ Well .iow the wheat, corn and grain sorghumproducers
were the individuals that funded the Ethanol Authorit and
Devel opnent Board, and so they should be the one that benefit by
having their grain purchased by this fund of S§7 mill ion. Now I
don't see how anyone can be taxed under the assunption that
their tax noney is going to be used to help the Nebraska farmer
and use his grain. That was the intent when we started out.

And the intent was a good intent and it is a good jnptent, and
this body bought that fact that we' re going to use Nebraska
grain, we're going to help the Nebraska farnmer. So what this
amendnent says is that's the grain we' re going to use. Th

original legislation that created the Ethanol Authority expandeg
the use of Nebraska agriculture products. Efficient and less
pol luting energy sources and reserves, which will make Nebraska
mor e independent energy Wi se and which will retain Nebraska

dollar s in Nebraska's economy whi=h =reates additional jobs,
addi tional tax income to the state rather than the export of

Neb"aska dollars. So I'mgolnc torest ny case on that now.
Maybe Senator Schmit has some good reasons why we shouldn' t u=e
just Nebraska grain. And | will be pleased to listen to Senator
Schmit's reasons and go on from there. Thank vyou,

Mr. President.
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SPEAKER BARRETT: Yr. Oerk.

CLERK: Nr. President, Senator Schmit would move to amend
Senat or Haberman's amendnent by str. king the language "produced
in Nebraska."

SPEAKER BARRETT: Senator schmit, on your amendment to the
amendment.

SENATOR SCHNI T: Vell, Nr. President and mempers, I have no
obj ection to Senator Haberman identifying the three comodities,

wheat, ~ corn and grain sorghum, as the commodities which should

benefit fromthis program because historically of (5 se oats

and soybeans do not participate. So | see nothing wrong with

identification of those three commdities. Butl do think it's

necessary to strike the three words “produced in Nebraska"

because it is inpossible to determine one kernel ot orn  from
anot her, one kernel of wheat from gnother once it's delivered to
a Nebraska elevator. Senat or Habarman, particularly fromhis
part of the state, is going to find some grain delivered to
Nebraska el evators from Kansas, and maybe even from Col orado. I
want to point out that if the grain is delivered there, it pays
the tax there, regardless of the point of origin. So, PFit
pays the tax, then | do not see what. the difference is to
Senat or Haber man whether or not it is produced i Nebraska or
not. I would Ilike to renind you that years back, when we
created the various checkoff boards, wetried to be definitive
about grain produced in Nebraska, and we finally decided that
y< ucouldn't identify, to any degree of certainty, grain that
was produced in Nedraska as opposec to grain that was produced
somewhere other than Nebraska. | agree with Senator Haber man
that Nebraska was the |eader in this program that we ought to
try, to the maxi mum extent possible, tqo penefit grain producers
in Nebr aska. But | believe that the present bill, with the
Haber man anmendnent as anended by the proposed amendnent t hat I
have offered, does that. | would hope that you woul d adopt ny
amendnent to Senator Haberman's gpendnent, identify the three
classes of grain that would be cooperating in this program But
to delete the three words "produced in Nebraska", because it is
simply not possible to identify those grains and be certain
about it . It's going to be ignored anyway, if you put that
I anguage in the statute, why should we cause any concern for
el evator operators who aren~t going to be gple to know where
the grain originated from As you al know, many farmers who
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live near the state |inefarmland on both sides of the state
I'i ne. We shoul d certainly encourage themto market in Nebraska
as much as possible. As | said, once it's dunped in Nebraska it

pays the tax and therefore | think it's entitled and qualified
to take any benefits that mght accrue fromthis program

move for the adoption of my amendment to Senat or Haberman's

amendment.

SPEAKER BARRETT: Thank you. Discussion on the Schmt amendnent
to the amendment ? I have a nunmber of lights onhere. ggpator

Rod Johnson, would you care to speak to the Schnit amendnent?

SENATOR R.  JOHNSON: Yes, Mr. Speaker, | would. I rise to
support Senator Schmit's amendment. I think we will take gp
awmful lot of time this morning to d. scuss the entire i ssue of
the Ethanol Authority and its successes or its failures. I
would just like to point out to the body I've had several
menbers come up and say, is this a good bill? I think it is. |
think it helps extend the |ife of the Ethanol Authority. |
think that they are on the edge of making some significant
centributions to the ethanol industry. Andit is myopinion we
need the ethanol board to continue to operate and hopefully
begin the development of future plants and products to be
devel oped right here in Nebraska. Nowwe have a variety of
anendrment s bei ng proposed by Senat or Haberman and Senator Schmt
I would suggest the body pay close attention to those amendments
because some of them will havega subs antial inpact on the way
the authority can operate. Now | realize that there are a |ot
of you in this roomtoday who have some concerns with the amount
of money the Ethanol Authority has in its fund, andthe fact

that they have not yet pade a substantial investment in a
particular conpany. I think,as | said earlier, that they are
on the cutting edge of sone products being devel oped in Nebraska
that will hopefully revolutionize t he et hanol industry.
Nebraska could be a foundation |eader in devel opnent of those
products. I think it would be a terrible mistake if we would
choose to either reduce or eliminate the Ethanol Authority's
powers. I think that they have been very prudent in their

approach  towards addressing the issue of building plants in
Nebraska. They have had a number of proposals offere to them
by various companies, noneof those .iave net | guess the prudent
man rule, that the authority has felt confortable enough to make
substantial investments in any conpanies. There area nunber of
proposals still before theauthori:y that they are working on.
And, as | said, | assumeeventually :hey wall get (5 5 point
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where they will make some investnments in some conpani es and see,
hopefully, this whole entire narket begin to expand in Nebraska.
1 would add to this body that aresolution has been offered by
the Agriculture Conmittee to study the Ethanol Authority, to
l ook into their financial background. And some of the questions
t hat Senator Haberman raised in a bill he presented to the
Agricult ure Committee this year that is still in the Agriculture
Committee. I think that the committee is committed into looking
into the points of allegations that Senator Haberman has brought
up. | think the Appropriations Committee has also done sone
checking in exam ning the budget of the aythority. And | think
we have several people checking into the auythority's operations

But at this tinme | think we do need to enact LB 587. 1'd like
to see the bill stay as it is now witten rather than adopting a
nunber of amendments, but if it would make people feel nore
confortable with the authority, if we have some checks and
bal ances there, that is fine with ne. But at this time | plan
on supporting Senator Schmt's anendnent. As he said, it's very
difficult to trac'k Nebraska grain across the state and around
t he country, and | don't know if the Haberman amendment can
actually work that well if, in fact, we're going to use Nebraska

grain. Now | suppose nobst of the grain that is being processed
to make ethanol in Hastings right now is Nebraska grain, but if

you happen to build a pl ant on the porder of Nebraska and
Scottsbluff, or Blair, for exanple, you may very well receive
grain from in sone cases, Womi ng, "olorado, or lowa...

SPEAKER BARRETT: One m nute.

SENATOR R. JOHNSON: So | would see that that would cut off
mar kets t hat t he people operating an ethanol plant would have,
so | think it's inportant that we anend the Haberman amendment.

As | said, there are a nunber cf amendments forthcoming. |
don't plan to speak to all of them as a matter of fact this
probably will be my only speech on this issue. | would just

tell the commttee or tell the body that ¢ he Ag Committee is

going to look into this whole issue this supmer, and hopeful |
we' |l answer sone of the questions that certain men%ers 0? thiys

body have about the operations of this Ethanol Authority,

SPEAKER BARRETT: Thank you. senator Smith, your light is on.
Woul d you care to speak to the apendnent to the amendnent ?

SENATOR SMITH:  Yes. Thank you, Mr. Chairman. | would like to
ask a question of Senator Haberman. Senat or Haberman, first of
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all 1 would like to say that | do understand what you' re (rying
to do in this amendnent, because | agree Wi th you, we should do
everything wecanto try to promote the use of Nebraska's
products and by-products. But | would just ask, based on what
Senator Schmit and Senator Rod Johnson have said, 4o you feel
that there is any way that we could assure that we could use
only Nebraska products, or that we could certify that they |yere
Nebraska products'?

SPEAKER BARRETT: Senator Haberman.

SENATOR HABERMAN: Well, Mr. President, Senator Smith, if the
ethanol plant in Hastings should become productive | would
answer your question by saying, in my opinion there is enough
corn in the Hastings-Gand |sland-Kearney area to supply to your
plant, the plant in Hastings.

SENATOR SMITH: Yeah.

_SENATOR HABERMAN: Yes. There are no et hanol p| ants Operating
in Nebraska, whether there is a corn supply or not. So | would
say, yes, let's start this (inaudible) | n extreme cases that
they can. come to this body and say,we have a plant out here
in...a mile fromColorado, canwe have an exception'? Let's chew
onit, let's think about it. But |'mgoing to answer, yes, |
think there is.

SENATOR SM TH: Okay, and | would just say that | agree with you

as far as Hastings is concerned because |' ve been there a nunber
of times and had the tour and so on,and they' ve given ne the
facts aoout where the corn cones from And, indeed, it does

come fromthat area. 5o | know that in that case it could, but
given the concerns that we have for where gther plants may be
devel oped, for I nstance, Blair and that sort of.thi n(];, and if
you have one close to a |ine what would you do, how would you be
able to certify that, that it was indeed only Nebraska products?

SENATOR HABERMAN: Senator Smith, to be realistic about it there
are no ethanol plants, perse, as ethanol plants under
consi deration at the present time. No funds have been expended'

There aren't any applications in, so...and there have none been
built. So I don't feel | have to clarify it, but | would say at

Blair, there is enough corn in the Blair garea to supply that
plant.
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SENATOR SNI TH: Yes, but see | don't think that's the argunment
they' re making. The argument they're making i s how woul d you be

able to assure that that was...t hat they were using only
Nebr aska products. Would there be a problemthat would (egy|t?

If you put a piece of...add thisanendment to the bill stating

that it could only be Nebraska products, gnd in fact how would
you assure that that would be thecase? Couldyou keep a
plant.

SENATOR HABERNAN: By the sane, by the same token, senator
Smith, how can they assure nme that it won't be the case?

SENATOR SNI TH: Senat or Schmit, would you |ike to have the
remai nder of my tinme to discuss a little bit further ny concern
about...with this amendment and, short of your amendnment to his
amendnent, what could or would happen, would there be any
roblemthat would arise if this amerdment were attached when we
now that we can't really basically certify or assure that the
grain would only be Nebraska grain.

SENATOR SCHNIT: Yes, thank you, Senator Smith. | will try to
be as brief as possible. There isn't any realistic way which
you can identify a bushel of corn once it enters into the

mar keting stream The individual elevator operator may know
where the grain comes from but once it is dunped in the pit j;

becomes a blended product. So, therefore, over the years we've
come to realize that we just cannot identify, and be realistic
about it, a Nebraska identified product. V& recognize that
whenever you consume a bushel of grain, regardless of its
origin, it is beneficial to the industry and it means that there
is ore less bushel of grain to be in storage. Soit doesn't

meke any difference, really, whether the grain was produced
in...

SPEAKER BARRETT: One mi nute.

SENATOR SCHNIT: ... Nebra or Col oradoor Kansas or Wom ng,
because so long as we consum he grain there is a positive
i mpact upon agriculture. So | would hope that we woul d adopt ny
amendment to the Haberman anendnent, because otherwise 5 we do
is create a problemfor the el evator operator, andthey're going
to, one time or another,violate the law and there isn't any
reason for it. We could create a problem for the ethanol plant,
and we shoul d not create problems where there is need to
create one. So | woul d hope that we would certali nIy not adopt
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the Haberman amendnent. |'d just |ike to nmake one nore comment,

ifol have some time, and that is i f | understood Senator
Haberman right, he said that there was not a productive plant in

Nebr aska. The Hastings plant is very productive and very
efficient, in fact operated at 122 percent of capacity |ast

year. It's alnost unheard of, | believe, for a plant to do
that.

SPEAKER BARRETT: Time has expired. Thank you. Senator

Haberman.

SENATOR HABERNAN . Wel I , M. Pr esi dent , menbers of the body7
Senator Schmit, in his openi ng remarks, laid a snoke screen

down, in nmy opinion, and he said due to the new meat acking
plant, due to the increase in livestock that we' re going Po need

and we' re going to want ethanol plants to use the by-product.

So | would say to Senator Schmit, st the present time is there
under consideration the building of ethanol plants with the
check-off funds'?

SPEAKER BARRETT: Senator Schmt.
SENATOR HABERMAN: Yes or no?

SENATOR SCHM T: Yes, Senator Haberman, the Ethanol Authority is
in existence. They will accept  any application that is
realistic. They have rejected some which were not, 5nhqwe would
encourage them, and I'm sure you would join me in encouraging
themto do so. The fact that.

SENATOR HABERMAN: Al'l right, Senator -chmit . If... . What |
meant by snoke screen s that he brought up an issue that
doesn't enter into this issue, because the riginal intent of
t he check-off, there hadn't been any plants buﬂt. Now if there
was a pl ant built at Lexi ngton,and if they wer e go| ng to use
the spill-off fromthe cattle, there would pe enough corn in
that area, and the by-product would be there. soNebraska grain
has nothing to do with that. Sothey said, how can we separate
the grain? Well, nowlet's say, for exanple, where are we going
to build an ethanol plant, we're going to build it in the
In‘perial area, we have enOUgh grai n. Senator Snmith savs she has
enough corn. We go up in northeast Nebraska, they have enough
corn.  You go round in Lincoln, they have an ethanol plant, so
they must have enough corn. so | really don't buy the fact that
they' re going to ship in a car |oad of wheat or a car |oad of
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corn and then they can't take the kernels and say this cane from
Nebraska and this didn' t. But let's assume that they' re right.
Let's assune that we' re going to use outstate grain. Then how
does t hat hel p theNebraska farmer because the checkoff was to
buy his grain. That's what the checkoff was for, to buy his
grain. Now it's perfectly all right for this body or the
et hanol board to go to Kansas or Colorado ¢or North Dakota or
South Dakota or |ndiana and buy grain and bring it to Nebraska.
You know, folks, | just don't buy that. Sol'm going to rest my
laurels on we started this whole issue, we '.00k this tgx money
fromthose 33,000 corn farnmers and they said we' re going to use
this to buy Nebraska grain, we'regoing to use the excess, we're
going to raise the price. We promi sed themthe "orld and we're
| eading them down theprinrose path, that's what we' re doing.
So I'mgoing to hang my hat, regardless of how the vote comes
on. Thi s issue was passed on thisfloor to use Nebraska grain,
that's what the tax was for and that's what |  {hink we should

use. Thank you, Nr. President.
SPEAKER BARRETT: Thankyou. Senator Abboud.
SENATOR ABBOUD: Question.

SPEAKER BARRETT: Thankyou. Thatwon't be necessary, wedo not
have any other lights on at the present tine. sepator Schmit,

would you care to close on your anendnment to t he Haber mar.,
amendment?

SENATOR SCHNIT: Nr. President and members, first of course
Senat or Haberman has a point. We would all like to see the
plants use grain from Nebraska, and in nost instances that will
happen because of the proximty of Nebraska grain to the pl ant.
If, however, the | aw of econom cs would indicate that you m ght
buy a supply of grain fromsome other part of the country, inhen
that is an econom ¢ decision that must be left up to the
operator of the plant. Isn't very likely it's going to happen,
but it could happen. Just, for exanple, we have said many times
that the ethanol industry could utilize damaged grain and that
it could use the screenings fromgrain. There may devel op quite
a market in that area. That would be a douhle benefit, it ¢ould
| ower the costs of the raw material , it would jmprove the
quality of theremaining grain. | want to enphasize again, as
Senat or Haberman has pointed out, 5 pushel of grainis a bushel
of grain. And once that bpushel of grain comes out of the
mar keting system goes into the alcohol plant, it removes that
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grain from the market and requires that something else fill its
place. So it doesn't make any difference where it's originated
from. The idea is to consume grain and to get it into the
market system and to get it utilized and make a profit for the
farmer. Nebraska farmers have supported this program. I've not
had a single Nebraska farmer complain about the program to me.
And I think that the amendment that I have proposed to Senator
Haberman's amendment is a realistic ore, I hope you would adopt

it.

SPEAKER BARRETT: Thank you. The question before the body is
the adoption of the Schmit amendment to the Haberman amendment.
Those in favor vote aye, opposed nay. Record.

CLERK: 21 ayes, 1 nay, Mr. President, on adoption of Senator
Schmit's amendment to Senator Haberman's amendment.

SPEAKER BARRETT: The amendment is adopted. Senator Haberman,
on your amendment as now amended.

SENATOR HABERMAN: Well didn't we ;ust adopt the Schmit
amendment to my amendment?

SPEAKER BARRETT: That's correct.

SENATOR HABERMAN: Doesn't that wip2 my amendment out?

SPEAKER BARRETT: No.

SENATOR HABERMAN: We still are fighting on my first amendment?

SPEAKER BARRETT: The body is...

SENATOR HABERMAN: I'll accept...I'll withdraw my amendment
then.
SPEAKER BARRETT: Can't do 1it, Senator, it's already been

amended. We're now talking about your amendment. We're back to
your amendment, as now amended by Senator Schmit.

SENATOR HABERMAN: Well, Mr. President and members of the body,
the amendment says that grain shall mean wheat, corn and grain
sorghum produced in Nebraska. I'm going to again say that the
wheat, corn and grain sorghum producers were the individuals
that funded the Ethanol Authority and Developmen® Board, and so
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they should be the ones that benefit by having their grain
purchased by entities funded by this board. We've gone through
all the other argunments, Nr. President, and ' Il leave it sit
there.

SPEAKER BARRETT: Thankyou. Before recognizing Senator Schmit
for discussion on the amendmen'. the Chair is pleased to
announce t hat this is a red letter day in the life of Senator
Tlrmthy Hal | . |.t'S the Cha|r'5understandin9 t hat this is
Senator Hall's birthday, and the cupcakes and the doughnuts gre
in recognition of Senator Hall's birthday. Senator Noore, for
what purpose do you ri se?

SENATOR NOORE: I just had to mention that | tho~ ght it was
rather odd that Senator Hall handed out cupcakes. | repenier an

articl e earlier in the session where he gsaid if he wasa cupcake
Yanney woul dn't have hired him but maybe he's changed his ' ing
now that he gave all of us cup...he must think we're all
cupcakes today. (Laughter.)

SPEAKER BARRETT: Is the Chair correct jn assum ng that you
woul d care to respond, Senator Hall?

SENATORHALL: Nr. President, only that...in that | hope Senator

Moore enjoys his cupcakes, the half a dozen or so that he' Il
robably eat (laughter). And with that, Senator More, I'd  be

appy to supply any additional ones that you m ght need at any
point in tine. 1'd like to thank you, Nr. President, appreciat e

that.

SPEAKER BARRETT: Thankyou and happy birthday. senator Schmit,
to you for discussion on the Haberman anendnent.

SENATOR SCHMIT: Well, Nr. President and members, | think
that. ..

SPEAKER BARRETT:  (Gavel.)

SENATOR SCHNIT: ...Senator Haberman would join ne in saying
that we deeply_resent _thls frivolity here 3tthe ...by Nr. Moore
and Nr. Hall in the mdst of a serious discussion. But | would

just want to say that | support the zpendment as amended, and
woul d hope that it would be adopted.

SPEAKER BARRETT: Thank you. Any other discussion? |f not,
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Senat or Haberman wai ves cl osing and the question before the body
ther. is the Habernman amendment, as anmended. Those in favor vote
aye, opposed nay. Please record, Mr. Clerk.

CLERK: 26 eyes, 0 nays, Mr. President, gn adoption of Senat or
Haber man' s anendnent .

SPEAKER BARRETT: The amendment is adopted. Next item

CLERK: M. President, Senator Haberman would move to amend.
Senator, | have AM604 that. gn age 9, okay. It's found on

page 897 of the Journal, M. President.
SPEAKER BARRETT: Senator Haberman.

SENATOR HABERMAN: Mr. Pre'sident, menbers of the body, this
amendment addresses a concern yajsed by the ethanol.bya
et hanol board staff nenmber regarding | nvestnents. The staff

menber of the board raised this issue regardi ng i nvestnents. By
allowing for expansion of existing plants, by allowing for
expansi on of existing plants we have broadened that area of
i nvestment. However, we do not limt the area of investnments to
brick and mortar types of 'chings. And that neans this, upon
liqguidati on, if there should be 3 |jquidation of one of these
plants, or one of these entities, or gne of these investnents,

t here should be sone val.ue for putting their noney into it. If
the rest of our fund is allowed to invest [i" equipnent, there
will be a great, great risk of conplete loss of ogur investment
upon |liquidation. So what thxs amendnment does, weeliminate the
provision that allows investment in equipment. W do not
elimnate the investnent for brick and nortar. Now there's a
big difference, there's 3 big, big difference. Now |'m
perfectly willing to concede that the intent of the bill and the
I ssue of brick and nortar to build ethanol plants. There was

nothing said about equipnent. Nowl don't know whether we're
going to build one, six, eight, ten or a dozen of these, 4 nhone

of them But if we build one, jUSt one, and it goes defunct for
some reason, then we have no recourse, none. This equipnent g
worth not hing. If the jdea hasn't worked, or the chenical
doesn't work, or there is no sales for it, who is going to buy
the equi pment that we have taken tax dollars and purchased? Now
if somebody can show ne that if this happens, if sonmething goes
defunct, which it can in this day and age, how we're going to
"reget” any of our tax dollars out of that, then I' Il go al ong
with it. But this equipnment you' re not going to get any money
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for it. We just sold out one of the |argestmanufacturers and
specialties in Nebraska and his equi pment, his equi pment went
for a song. They gave jt away at the auction due to

transportation, due to people pot wanti ng it and due to new
equi pnent on the...to buy. So that's what this amendment (ges.
Now this, to me, is a serious anendment. Andl| don't see why,
when we go into an adventure, we have to use our tax dollars to
buy equi pnment, if we' re buying and hel ping build and going to
expand the brick and nortar. That's what the amendment does.
Thank .you, Mr. President.

SPEAKER BARRETT: Thank you. M. Cerk, an amendnent on the
desk.

ASSI STANT CLERK: Yes, M. President. gSepnator Schmit woul d nove
to amend the Haberman amendment. The amendment is found gn
page 999.

SPEAKER BARRETT: Senator Schmt, please.

SENATOR  SCHMI T: Mr. President and members, my amendment
reinserts the words "acquisition of equi pnent”. | believe it is
i nportant that we have those words in the bill. I don't think

it's possible, Senator Haberman, to buil d a plant without having
it equipped with a certain amount of equipment. |t's g|| one
and the same. | think that you could possibly, if you wanted to
be bureaucratic about it, say well, okay the Ethanol Authori ty
will provide for the footings and we' || provide for the concrete

and we'll provide for the bricks. But then therest of the
equi prent nust be purchased and supplied by the individual whose
building the plant. I don't think it's necessary. We are
partici pating, if we ever do, in an entire activity. apg| iust
want to suggest. that, for exanple,there have been inglvi dbals
who have come to me recently who told about the fact +that the

can't acquire equi pment from plants that have gone bankrupf,
plants that wer e overdesigned, underdesigned, illdesigned,
et cetera. If, in fact, the Ethanol Authority decides that that
is a good investment then | think that's the way it ought to be
done. _I th_ink t hat t'he f_act'that the Et hanol Authorit .y .is
proceeding with caution indicates that theyte not going to be

f oolish about these investnents. | think that we can find nany,

many areas if we want to be critical of expenditures of taxpayer
dollars. But | think that it's sort of unusual that we find
someone who is critical because this authority has not expended
hardly any taxpayer dollars thus far, but have been most
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scrupulous in the expenditure of thosedollars which they have

aut hori zed. I think that to adopt the Habernman amendrment woul d
be a ridiculous part on...would be ridiculous onthe part of
this Legislature, and | would move for the adoption of ny

anendnent to the Haberman anmendnent.

SPEAKER BARRETT: Thank you. Di scussion on the Schnit anmendnment
to the Haberman amendment ? Senator Elner, Senator Rod Johnson
and Senator Smith. Senator Elmer.

SENATOR ELMER: Thank ycu, M. President. I'm sure you g||
realize in a plant that we' re tal king about that would produce
ethanol that the major portion of the expense is not the

concrete footings, is not the sheet metal walls, it is the
distillation, cooking and related equipnent,equipment. The
I argest portion of the investment lies there. |f we' re going to

be able to prompte and use these kind of facilities the gpjlit y
f or the_ Et hanol _Authority t 0 underwrite the purchase of
equipment is essential. And | would support Senator Schmit's
anmendnment to the anmendment.

SPEAKER BARRETT: Thankyou. Senator RodJohnson.

SENATOR R. J OHNSON: M . President, nmenbers, again | rise to
support Senator Schmit's notion. ldon't know howmany of you
were paying attention to sonething he pointed out, but I'd I'i ke
toreiterate that point, and that is that | doubt we'd be having
the discussion today on this issue if the board had not shown
sonme prudence in their decision about some of the investnent
opportunities that they' ve had. You know it's ironic, we could
be arguing the flip side of thisjssue which would be that the
authority went out and expended the noney all in one shotor in
several bad ventures, and we'd be all sittingaround here
conpl ai ni ng about it. But they' veshown wi sdom not to get
involved with some companies, and they are still researching
others. And it's important, | think, that we realize that they
have shown somepatience. They have researched some of these
conpani es that have offered or have subnitted bids for financial
a_SS!St ance. And | think We shoul d commend t hem f or that, not
ridicule them for that. And | think that the Schmt amendment
recogni zes that there are people who have concern about the
| arge amount of money t hey have, but they have to make
investments in these conpanies and equipnment is a vital part of
these compani es. Andif we' re coing to have a plantor plants
built in this state then it is inportant that we also allow them
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to make investnents in some of the equi pment t hat wiII be

functioning inside the plant. again, as | said, suppor t
the Schnmit anendnent. | support what tghe authority has done’ yp

to this point, even though certainly we'd Iike to see a nunber
of plants up and operating, that hasn't been the case. But |
think, as | said in my earlier comments, that thereare
proposal s that are being considered now by the authority that
will, | t hi nk, produce sone benefits for Nebraska and for the
growers that contributed dollars into the program The goal, of
course, is not only to use up grain, it is to help cleanm up’ pe

envir ament. This bill addresses air quality. We haven' t
tal ked about that yet, but that is a side benefit of this issue
as wel | that we m ght also want to consider. so as | said, |
support the Schmit anmendnent. | think it, defuses some of the

negati ve aspects of the Haberman amendment

SPEAKER BARRETT: Thank you. The nenber from Hastings, Senator
Smith.

SENATOR SM TH: Thank you, Nr. Chairnman. | amnot sittin in
your chair. | keep getting mixed up with Kristensen's desk and
mne. But |'mat ny own speaking point right now. would just
rise also to support Senator Schmit's motion. And |'m not going
to try to repeat all the things that have been gjjq. I would
just sinply state that for anyone who has visited an ethanol
plant you would find that there is very little bricks and nortar
but a heck of a lot of equipnent. So if you were going to
elimnate the capability for themto use thé funds to invesSt in

equi pment you woul d remove nost of the reason for the funds to
beuti lizedin that way. Rex,| just have one morelittle thing
I'd like to say to you. You'll be so glad to know I found out
that the ADC plant in Hastings s operating, so maybe | am
pork-barreli ng. Thankyou.

SPEAKER BARRETT: Thankyou. Senator Haberman.

SENATOR HABERNAN: Senator Smth, nenbers of the body, Senator
Smith, | would not, | would not stand up here in front gf your

col | eagues and even hint of pork-barreling. sepator Schnit made
the remark that these entities could buy cheap equi pnent. They
could go out and buy cheap equipment. Now that doesn't really
necessarily follow that if we buy equipnment it would also be a
little return on quuidatlon So, if we go out and buy Cheap

equipment, there must have peen something wrong for the
equi prent to be cheap in the first place. That's  right stop
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and think about it. Why would there be equi pnent that was used
for what we're going to use it for, and the issue has been
cl ouded, we' re not going to use it evidently for ethanol, e're
going to use it for other purposes. |f g plant or an industry
has gone under, then why would we want their equipnent'? And
then another question is, what is going to...what is it worth to
that firm? So | guess. .see | amnot questioning, and| have
not questioned sone of the other issues that have been nmentioned
on this floor, about the ethanol board, gpout what they have
done or haven't done, the issue that |I'mtal king about is trying
to clarify, trying to clarify in the statute, for exanpl e, they
say in their testinony they don't kpnow whether they can buy

equi pment  or not . S then the question comes up, have they
bought any? And, if they've bought gsome, did they do it
illegally? =~ Howmuch more are they going to buy? Sol ‘will say
one nore thing. | want everyoné..l' ve got g4 feeli ng that
Senator Schmit is going to prevail, which is fine. But it

doesn't bother ne a bit to stand up here and raise tpese

questions, have himexplain them aAnd | hope down the road that
I'm wrong. | hope that none of these things that I'masking

that we try to be ready for, if it happens, happens. Sol would

say that | still feel we should |eave it to rick .and mortar.
We shoul dn't take the tax dollars to buy the equipment, 5,4

ask you to oppose Senator Schmit's amendment. Thank you,
Nr. President.

SPEAKER BARRETT: Thank you. The gentl emanfrom Tecunseh,
Senator Norri ssey.

SENATOR NORRISSEY:  Question.
SPEAKER BARRETT: Question has been called. It w-n't be

necessary, however, we have no other lights on. Thank:>u. sir.
Woul d you care to close, Senator Schmit? S

SENATOR SCHNI T: Only briefly, Nr. President. | appreciate th
remar ks of Senator Rod Johnson and Senator Smth. | think chat
they adequately expressed the reasons why we shoul d adept ny
amendnment to the Habernman amendment, gnd | want to empnasize

again that, as Senator Elmer said, that the vast majority of the
expense of one of these plants is in equipnent. @nd it doesn't
make any sense to me that we try to differentiate between it. |
think that | want to enphasize zgain what Senator Rod Johnson
said, the prudence that has béen exercised by the authority is

in fact commendable. Contrary to what some of uUs feared, that
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there might be an indication or inclination to rush out and
spend the money, the authority has acted with utmost caution.
So I think that we can expect them to ccntinue to do so. I move
for the adoption of the 3chmit amendment to the Haberman
amendment.

SPEAKER BARRETT: Thank you. You've heard the closing. The
question before the body is the adoptiorn. of the amendment to the
amendment. Those in favor vote aye, opposed nay. Record.

ASSISTANT CLERK: 15 ayes, 0 nays on the Schmit amendment to the
Haberman amendment, Mr. President.

SPEAKER BARRETT: The amendment is adopted. Senator Haberman,
back to your amendment, as amended.

SENATCR HABERMAN: Mr. President, I just move for the adoption
of the Schmit amendment on the Haberman.. ..

SPEAKER BARRETT: Thank you. Any discussion on the Haberman
amendment? Seeing none, those in favor of the adoption of the
Haberman amendment please vote aye....Excuse me. Senator
Schmit.

SENATOR SCHMIT: Well, I'll let it go this time. Fine.

SPEAKER BARRETT: The question is the adoption of the amendment.

Those 1in favor wvote aye, opposed nay. Have you all voted?
Record, please.

ASSISTANT CLERK: 25 ayes, 0 nays on the Haberman amendment as
amended, Mr. President.

SPEAKER BARRETT: The amendment is adopted. The Chair is
pleased to announce at this point that Senator Lowell Johnson
has some guests in the north balcony. We have 41 fourth graders
from Fremont, Clarkson Elementary with their teacher. Would you
folks please st nd and be recognized. Thank you, we're happy to
have you with us today. Mr. Clerk.

ASSISTANT CLERK: Mr. President, the next zmendment that I have
is from Senator Haberman. It's found on pace 897, it's AM607.

SPEAKER BARRETT: Senator Haberman, please.
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SENATOR HABERNAM M . President, menbers of the body, this is
607, Dick? Thi s amendment, as well as the restof them gre
straightforward anendments. |t comes as the result of a |etter

from Peat Narwi ck Nain Conmpany, to the ethanol board. In this
letter Nr. Groshans, of Peat Narwick Nain and Company st ated

that, "when capital injected is used primarily to fund current
operating expenses and only mininal assets would be available
upon | i quidation." Mw he raises this point, and as |

understand it, he is an advisor to the board, and when capit al
is injected, it is to fund current operating expenses. That is
the issue we are talking about. Nowto assure that this does
not happen to the invested noney by the Ethanol Board, |propose
this amendmant to guarantee that funds invested by the Ethanol
Board woul d not be used for operating expenses, so that if that
company would undergo |iquidation someday, the Ethanol Board
woul d be able to recover some of the invested noney through the

assets of the corporation. Now this makes good investment
sense, especially, particularly when the noney invested could be
classified as venture capital which is yjsky enough by itself.

So this amendment states that when capital is injected to
primarily fund current operating expenses, that only mnimal
assets would be available upon limts~ion. gg this is what the
anmendnment does. As | understand it, are now going to buy
equi pment, we are going to build the plant. Nowwe are going to
go that steﬁ.further and we are going to furnish the operating
expenses. | think maybe we should put a halt on gsone of this
sonewhere. Thank you, M. President.

SPEAKER BARRETT: Thankyou. An anmendnent on the desk.

CLERK: Nr. President, Senator Schmit would move tg amend
Senat or Haberman's anmendnent. Senator Schmt would move ¢q
anend by striking Section 4 of the anendnent, Nr. President.

SPEAKER BARRETT: Senator Schmt.

SENATOR SCHNI T: Mr . President and nenmbers,| do not disagree
with portions of what Senator Haberman is trying to do here.  He
has outlined in subsection 1, 2, and 3 that the funds shall be
used for capital investment purposes, but subsection 4 refers to
tbe grant or | oan provisions of the bill,agnd there is in the
bill provisions that will allow for a grant, which means the
money is gone, or a loan to a "ity, county,village, gra
post secondary educational institution, which means that the
money woul d probably go forresear"h. And so researchcould
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very likely be categorized as operational expenses. The
particular intent that Senator Haberman is concerned abcut is
that the funds be directed toward capital investment. I have no
major concern with that, but I believe that...Senator Haberman
says he has no concern about subsection, about deleting, about
striking the subsection 4, so I think we w.ll agree upon that
amendment and I move for the adoption of my amsndment.

SPEAKER BARRETT: Thank you. Discussion. Senator Haberman.

Senator Haberman waives. Any other discucsion? If not, I
presume you are ready to vote on the Schmit amendment to the
Haberman amendment. Those in favor vote aye, opposed nay.
Record.

CLERK: 22 ayes, 0 nays, Mr. President, on adoption of Senator

Schmit's amendment to Senator Haberman's amendment.

SPEAKER BARRETT: The amendment is adopted. To the Haberman
amendment as amended, Senator Haberman.

SENATOR HABERMAN: I ask to move the amendment.
SPEAKER BXRRETT: Any discussion on the advancement of the

amendment? Seeing none, those in favor vote aye, opposed nay.
Have you all voted? Please record.

CLERK : 26 ayes, 0 nays, Mr. President, on adoption of Senator
Haberman's amendment.

SPEAKER BARRETT: The amendment is adopted.

CLERK: Mr. President, Senator Haberman would move to amend the
bill. Senator, this is AM0606 found on page 897 of the Journal.

SPEAKER BARRETT: Senator Haberman.

SENATOR HABERMAN: 606, right?

CLERK: Yes, sir.

SENATOR HABERMAN: Mr. President and members of the body, now it
only seems reasonable that if an entity is coming to the Ethanol
Board for hundreds of thousand:z or, yes, 1n some cases, it is

going to be millions of dollars, the board shall require a
showing that the entity has made or will continue to make
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substantial investments of time and noney to its own enterprise.
NOWlf |t isn't Wllllng to dothat, Whyshou|dweinvest our
rmneyllnilt. V\hy shoul d V\Bsay to an entity, | have got
$17 million, how much of that do you need or do you want to take
your idea and make it go? | am gcingto sit there andlook at
all that tax dollars and I amgoing 'o’say, | need 5 million.
Then they are going to say to me, hcw nuch of your npbney are you
going to put into this investnen' or jnto this plant or into
this idea or into this building or into \whatever? And | am
going to say, how nuch do | have to, it is ny idea.

. i | am going
to do all these things for you. Then!| am going to sit t here
and say, well, you know, you have got a good point. |t e give
him 5 mill ion, westill have got 12Ieft,We|| let's go for it.

So that is what this amendment does. So that is why | ask you
for the adoption of the amendnment. Thank you.

SPEAKER BARRETT: An amendnent to the anmendment , Nr. Clerk.

CLERK: Nr. President, sepator Schmit

woul d nove to anmend
Senat or Haber nan's anendnent.

SPEAKER BARRETT: Senator Schmt.

SENATCR SCHM T: M. President, and members, | have discussed
this amendnent with Senator Haberman and his staff, and after
they have explained it to me, | really have no objection g5 ;i
and, in fact, probably jp retrospect as | ook back, w have
seen some instances where individuals have conme forward ancia ave
claimed to have made a substantial investnent in research and

wanted the Ethanol Authority to give them what | or what Senator
Haber man or sonebody el se m ght have considered an extraordinary
amount of value upon that research, and I think that the
I anguage as outlined by Senator Haberman's amendment probably
éust does, in fact, reenforce ny conviction that it should not
e a one-party situation but that it should paye in fact a
definite comm tment by the entrepreneur. I think that it is
probably in sonme ways not necessary, but, pgnetheless, so long
as we are working with tax dollars,| would not object at this

time, so | wouldask permissionto withdraw t hat amendment to
t he Haber man amendnent .

SPEAKER BARRETT: The anmendnent is w thdrawn. To the Haberman
anendrment, Senator Haber man,

SENATORHABERNAN:  Nr. President, nmembers of the pody, | have
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expl ained the amendnment, and with Senator Schmit's support., |
will just wait to see if they have any questions or go on from

there.
SPEAKER BARRETT: Senator Schmt, discussion?
SENATOR SCHM T: Yes, M. President, | just want to say that |

woul d hope the nenmbers have had a chance to read this anendnent.
It does outline in sone detail somerather definitive |anguage

which the Ethanol Authority is required to follow. | would
hope, am Senator Haberman | amsure would agree, that they
woul d follow this anyway, but it does not in any way, I think,
conpronmise the authority by placing this |anguage in the

statute, and if it gives the general public some additional
sense of security to have this language in thestatute, then |
think it would probably be helpful, and so t~ that extent, |
wi Il support the amendment and ask for its adoption. | have one
questions, Senator, one of the itens says, the securities to be
purchased are qualified securities. pg you have an explanation

of what a qual ified Security would be based upon your
under st andi ng of that terninol ogy?

SENATOR HABERMAN: ~ Senator Schmit, | peli eve they could go to

the Research and Devel opnent Authority people andthey go to Don
Mat hes and those people could explain and give theman outline
as to what qualified securities are.

SENATOR SCHM T: Al |l right, thank you, Senator. avbe we should

have defined that in the act, but 1f we have diff caPey &SmOy

we will cone baCk and |00k at it agal n. Thank you very much.

S PEAKER BARRETT:  Thankyou. ~ Any other discussion on the

Haberman amendment? Any cl osing,  Senator Haberman? Thanré/ou.
p

Those in favor of the adoption of the Haberman anmendnent ase
vote aye, opposed nay. Record, please.

CLERK: 26 eyes, 0 nays, Mr. President, on adoption of Senator
Haber man' s anendnent.

SPEAKER BARRETT: The anmendnment is adopted.

CLERK: Mr . President, Senator Haberman would move to amend.
Senator, | have amendnent AMD619 in front of ne.

SPEAKER BARRETT: Senator Haberman.
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SENATOR HABERNAN: Nr. President and menbers of the board (sic),

this amendnment does three things. |t will assure and makes the
Et hanol Board accountable to the Legislature regarding gnpny and
all investnments that it makes. Second, it requires that the

report contain the information regarding the amount of the
Et nanol Board's investment, the current value of theggsets of
the conpany in which it invested, and the value of the assets of
the conpany at the tine of initial investnent. This will allow
a more complete picture of how nuch noney is invested, gng the
value of that investment in ternms of assets of the conpany. It
wi Il either show an increased or decreased value. In some
cases, the assets may even show that there is no difference
between the initial jinvestment and the value of the current
value. | believe that if we give any board the authority to

expend funds, and those fyj.ds, in this case, are growing a
mllion dollars a year, that we need to have clear-cut rules and

regulations for the board to adhere to, and to require that that
boarq report its activities indetail to this body. |  see
nothing wong with that, and that is all this amendnent does,

and | ask that this body accept t he amendnment. Thank vyou,
Nr. President.

SPEAKER BARRETT: Thank you, We have some guests in the north
bal cony. I think perhaps they are just in the process of

| eaving. Senat or  Crosby announces the followi ng guests,
6 Calvert Blue Birds from Canpfire Goup Il, with their | eaders.

Woul d you fol ks pl ease wave and be recogni zed. Okay. Thank
you. Ve areglad to have you with us. apndalso, the Chair is
pl eased to announce that we have a nunmber of guests in the north
bal cony who are nenbers of the Nebraska Chapter of the Certified
Auctioneers Institute. They come to us from Atkinson, Newman

G ove, Lincoln, Omaha, and Madison. Would you gentlemen please
stand and be recogni zed by your Legislature.” Thank you. Weare

delighted to have yo~ with us today. senator Schmit, discussion
on the Haber man anendnment.

SENATOR SCHNI T: Nr. President and nenbers, | have not seen this
amendnment until just this norning, or a few minutes ago, in

fact, to be accurate, pbut after having it explained to nme, |
really don't see anything wong with it, “gnd it is a rather

detailed report, but we aredealing with a lot of money, 44|
really have no objection to it at this tinme. I f it turns out
teat it provides sone difficulty, | am sure that Senator
Haberman will be willing to take a ook at it again. In fact,
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it mght even be desirable if we had a nore conplete report from
sonme of the other checkoff boards as to the expenditure of their
funds But at this time, | have no objection. |nfact, | will
support the Haberman anendnent.

SPEAKER BARRETT: Thank you. Any discussion gn the Haberman
anmendnent ? Senat or Haberman waives closing and the question
before the body is the adoption of the Habernman anmendnent. All
in favor vote aye, opposed nay. Reord.

CLERK: 25 ayes, 0 nays, Mr. President, on the adoption of
Senat or Haber man's anendnent.

SPEAKER BARRETT: The amendnent is adopted.
CLERK: | have nothing further on the bill, M. President.
SPEAKER BARRETT: Senator Schmit, on the bill.

SENATOR SCHM T: M. President and nenbers, | believe the bill
has been thoroughly explained. | think that the discussion that
acconpani ed the introduction and the adoption of the anmendnents
further enlightened the menbers. | believe that the bill is jp
ood form | believe it will acconplish that which we intended
or it to acconplish and | would have no further comments at
this tinme.

SPEAKER BARRETT: Thank vyou. Discussion on the bill's
advancenent, Senator Hef ner.

SENATOR HEFNER: M. President and nenbers of the body, | would

just like to make a few brief commrents on this bill. | think jt

I's a good bill. | think that anything we can do to enhance the

et hanol production in Nebraska is for the penefit of all the
citizens in Nebraska, and especi_aIIP/ the farmers. | amin the
oil business and we sell quite a little unleaded gasoline. gug

nost of this unl eaded gasoline now contains alcohol, gndthi s is
good for the environment, it is goodfor the country. Aswe
have seen in the past couple of years, Colorado has adopted or
mandat ed nore use of a fuel that will produce. . that will not be
so harmful to the environnent,al so, Arizona, and sone ot her
states, and so | just feel that we need to do everything we ¢an
to promote this product here in Nebraska, and also for the
manufacture of it. | think we have just scratched the gyrface,
and | want to say to Senator Schmt that you have been the
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father, or maybe | should say, now, the grandfather of ethanol
pronotion and production in Nebraska, and I comend you for it.
And | think that we should advance this bill at this tine.
SPEAKER BARRETT: Thankyou. Senator RodJohnson.

SENATOR R. JOHNSON: Mr. President and nmenmbers, | will make gome

cl osing coments before we advance this bill. As | said,
several people have a '.ed ne whether the bill is good for the
industry, and | think it is. | think this bill does a nunber of

things that is.very beneficial for the authority. one, it. opens
up the nembership to any Nebraska corn, wheat, or sorghum grower

who might want to petition to be on the board. It also makes
changes to allow the board to work nore closely with co-ops, and

other entities, that currently they cannot do. It sets up a
cash fund. It allows theboard to neke investnents in products
other than just ethanol, the by-products. | think that is

sonet hing we discussed |ast year on this floor in relationship
to the University of Nebraska. This would help clarify that
area again, so the bill does a |ot of things including extending

the life of the authcrity, and | think that you need to do that.

I amvery much in support of what the authority has done to this

poi nt, although | know that there are questions about the amount

of nmoney that is in the fund and the fact +that they have not
been able to make sizeable investnents yet. | would tell you,

and | think if you woul d ask the board, or Todd 8’1€||er’ or

someone that has worked with the board, that they have been

working diligently to find a project that is going to be
beneficial to Nebraska, and |I think that there are a couple of
proposals right now that they are waiting to act on that | think

woul d benefit Nebraska. So | think that the life of the
authority needs to be extended. | think these changes made in
LB 587 wi |l be beneficial to the board, and, hopefully, to the
authority, and to the State of Nebraska,and | would urge this

body to advance the bill.

SPEAKER BARRETT: Thankyou, Senator Morrissey.

SENATOR MORRI SSEY: I"djust, M. Chairman, menbers, | woul d
like to ask Senator Schmit < couple of questions.

SPEAKER BARRETT: Senator Schnit, please.

SENATOR SCHM T: Yes, Sena+~r Morrissey.
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SENATOR NORRI SSEY: | briefly discussed this with you yesterday,
Senat or . In the bill, could you give ne a definition of an ag
production facility?

SENATOR SCHNI T: Ag production facility?
SENATOR NORRISSEY: Yes.

SENATOR SCHNI T: Well, it would be a facility which would
utilize agricultural products | would assune.

SENATOR NORRI SSEY: What | am getting at is what | talked to you
about briefly yesterday.

SENATOR SCHNIT: Trying to find out if you can get some of this
money for your chickenhouse? |s that right?

SENATOR NORRI SSEY: Yes, does 5 million chickens g vyear, does
that, would that qualify as an ag production facility iIs what
amwondering. | heard you say earlier that the cattle feeding

i ndustry could benefit. Now i s that just because of their use
of by-products, not necessarily the use of the corn for feed
anything like that?

SENATOR SCHNI T: Yes, the livestock industry, of course, is a
heavy user of protein products and distillers dry grains or
distillers wet grains are a high concentrate of protein, and
they could utilize that protein. The poultry industry, of

course, also wuses much protein, and to the extent that they
woul d benefit fromthe protein devel oped fromthis Kind of an

institution or installation, they would benefit. But '.' you
will  check the definition of agricultural production facility on

page 4 of LB 587 it states it shall mean g pl ant or facility
related to the processing, marketing, or distribution of any

Broducts derived from grain components, co-products, or

y-products, so | would assume that it would not. it would not

include the poultry facility to which you gre referr ing

SENATOR NORRI SSEY: Al |l right, then, | just would say then we
keep falling throug'..the cracks down there. | keep looking for

alittle wedge to get in somewhere and get a |jttle for these
c hi ckens. It looks |ike we just fell through another crack

here, though. We are not indi rectly producing or we are not
produm ng jobs directly but indirectly. with 30 producers, we
can create over 100 jobs and we jus keep falling through the

2005



March 8, 1989 LB 587

cracks, and | thought maybe this was a place to junp on board,
but I will keep Iooking | guess. Thank you, Senator.

SPEAKER BARRETT: | am sorry, Senator Morrissey.

SENATOR MORRI SSEY: | also neant to add that | do support the
bill, by the way. Thank you.

SPEAKER BARRETT: Senator Haberman.

SENATOR HABERMAN: Mr. President and nmenbers of the body, I'm
going to raisean issue and | would |ike to have Senator "Schmi t
|isten because I'mgoing to ask hi~ what he thinks about the
i ssue that [|'m raising. Now, Senator Schmit, it's my
under st andi ng that part of your bill does t{he foll owing. I'n
1987, this act was expanded to incl udeany other agricul tural

by-product production and distribution plants and facilities.

Under LB 587, the act will be expanded, it will be expanded to
any prograns to process, promdte, market and distribute products
derived from grain or from ethanol or et hanol components,

proponents or by-products. Now it seens to me, Senator Schmt,

that this expansion would allow for any products from food
products to nonfood products, such as de-icer andgarbage bags
to solicit funds fromthe Ethanol Board. These things were not

contenplated as occurring under the original bill when it was
passed in 1986 The definition of agricultural production
facility is given as a plant or facilityrelated to the
Processin_g, marketirg or distribution of any product derived
rom grain conponents, co-products or by-products but it does
not say ethanol. Later,on page 5, the bil tal ks about an
et hanol or agriculture producing facility or g facility rel ated
to the processing, marketing or distribution of ethanol or any

products derived from ethanol conmponents, co-products or
by-products. So it appears to me, Senator sSchmit, that t here

are two areas covered by this bill, ethanol and everything el se.
What woul d your reaction be to that, sir'?

SENATOR SCHMIT: Anyt hing, Senator Haberman, that would
encourage the consunption of grain and its end use n an

wa
that would encourage the consunption of grain will benefi t
agriculture, will benefit all of Nebraska and I" think {nhat the
Ethanol Authority will take that into consideration. pnqg

certainly, one of the principal concerns in the past pLas bpeen
that we were not perhaps devoting enough tinme to the by-products
of the ethanol distillation process and, in fact, it may very
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well be, tine will cone when the ethanol will, in fact, the
by-product and some other product fromthis process will be tne
maj or financial conponent. | would like to point out also that
we have, as | have pointed out, seen the accent upon, devel opi ng
the ETBE industry, which is a further derivative o ethanol
distillation. | have to explainand apol ogi ze that many years
ago | didn't know how far we were going to g0 on this but we
have come quite a ways.

SENATOR HABERMAN:  Al'l right, Senator Schnmit and rrerrbers of the

body, for the record, as | understood Senator hnit that the
anendments and the bill pertain to the use oF graln That is
}Ah:lteSenator Schmit said. That, | will buy. | will support the
issue...

SPEAKER BARRETT: One mi nute.

SENATOR HABERNAN: ...due to the fact tjigt jt sa "and the
intent is the use of grain". [|'mn-t sayin?l Ne raska grain.
I"mnot putting any strings on this thing but that is \hat the

bill does. That's what it's to be used for and that | w Il buy.
Thank you, Senator Schmt.

SPEAKER BARRETT: Anythlng further on the bill? Anyclosing
coment, Senator Schmt'

SENATOR SCHNIT: No closing, Nr. President.

SPEAKERBARRETT: Thankyou. The question before the body is
t he advancenent of LB 587 to E h RInitial. Thosein favor vote
aye, opposed nay. On the advancenment of the bill, have you all
votedr Pleaserecord.

CLERK: 27 ayes, 0 nays, Nr. President, on the advancement of
LB 587.

SPEAKER BARRETT: LB 587 is advanced. Senator Roger Wehrbein
1S announcing the presence opf g very Specia| guest from
Plattsmouth, Jan Stuckey. jan, would you please stand and take
a bog:vl. I(Thank you. Glad you gre here. For the record,
r. erk.

CLERK: New bills, LB 89A by Senator Lynch. (Read for the first

time by title.) LB 574A by Senator Rogers. (Read for the first
time by title.) LB 569A by Senator Rogers. (Read for the first
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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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CLERK: (Read record vote. See pages 1252-53 of the Legislative
Journal.) =~ 28 ayes, || nays, Nr. President, on the notion to
raise the bill.

PRESI DENT: The notion' passes. Anything for the record gpout
now, Nr. Clerk?

CLERK: Yes, sir, | do. Your Committee on Appropriations, whose
Chair is Senator Warner, reports LB 258 to General File, and
LB 468 to Gener al File . with arrendrrentsl Si gned by e or
War ner . Heal t h and Human Services Commttee reports L% Hgtéi to

General File with amendments. That is sjgned by Senator Veésely.
Senat or Haber man has amendnents to LB 587°to be printed; Senator

Abboud to LB 597. (See pages 1253-56 of the Legislative
Journal.

M. President, a new A bill, LB 228A. (Read for the first tine
by title. Sea. page 1257 of the Legislative Journal.) That is

all that | have, M. President.
PRESI DENT: We nove on then to LB 77,

CLERK: Nr. President, LB 77 is a bill int=oduced by Senator
Warner.  (Read ti tle.) The bill was introduced on January 5.
It ~was referred to the Banking, Commerce, and Insurance
Committee for public hearing. The bill was advanced to _General
Pile and | do have conmittee amendnents pending by the Ban?q ng,

Commerce, and Insurance Conmmittee, Nr. President. 7
of the Legislative Journal.) (See page 679

PRESIDENT: Senator Landis, are you going to handle the
amendnent ? Senat or Conway,are you prepared to handl e that as
Vi ce- Chai rman of the comittee?

SENATOR CONWAY: Nr. President and menbers, speaking on behalf
of the committee, the commttee anendnents that were applied to
LB 77 were purely technical. The conmittee amendnents woold
insert and amend Section 81-8,239.01 to give the State Risk
Manager the authority to carry out the duties prescribed by

bill as introduced, purely technical, but giving authority to
the State Ri sk Manager.

PRESIDENT: Thankyou. Senator Hannibal, dad you wish to speak
about the comm ttee amendnents. | don't see Senator Hanni bal
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that reason, when the motion to indefiniztely postpone comes up I
will just request to lay it over and then w= can take it up at
the next available opportunity. That wus my reason for making
the motion to adjourn. I thought it should have been
appropriate to but I understand your reason for voting no. And
we can just deal with it this way with the motion to
indefinitely postpone and then lay it over. Thank you.

SPEAKER BARRETT: A priority motion on the desk, Mr. Clerk.

CLERK: Mr. President, Serator Chambers would move to bracket
LB 224 until Tuesday, March 28.

CPEAKER BARRETT: Senator Chambers.

SENATOR CHAMBERS: Mr. Chairman and merbers of the Legislature,
since I had just filed the kill motion and it would have been a
friendly kill motion because I would have withdrawn it, by
filing a bracket motion we can get to it very directly. So I'm
going to ask unanimous consent to bracket LB 224 until tomorrow.

SPEAKER BARRETT: Are there any object.ons to the Chambers
motion to bracket the bill wuntil Tuesday the 28th, Senator
Chambers? Are there any objection? If not, so be it. The

next bill, Mr. Clerk.

CLERK: Mr. President, items for the record. I have amendments
to be printed from Senator Chambers to LB 224; and Senator
McrFarland tc LB 224. (See pages 1359-61 of the Legislative

Journal.)

Mr. President, the next bill i1s LB 537. And the first item [
have are Enrollment and Review amendments, Senator.

SPEAKER BARRETT: Senator Lindsay.

SENATOR LINDSAY: Mr. President, I would move that the E & R
amendments to LB 587 be adopted.

SPEAKER BARRETT: Shall the E & R amendments be adopted to
LB 587? Those in favor say aye. Opposed nc. Carried. They

are adopted.

CLERK: Mr. Presid-at, Senator Haberman would move to amend the
bill. Senator, your amendment is on page 1254 of the Journal.
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SENATOR HABERNAN. Nr . President and nenbers of the body, the
amendment clarifies the terns contained in the anmendment adopted
by the body. It changes the word "enterprise" to"project” and
the word "entrepreneur” o “applicant" andthese changes are
consistent with the Ethanol Board's t erm nol ogy. On page 2,
line 7, the word “substantial" has been deleted from the
employment paragraph. This is to elimrate possible (gnfusion.
The empl oyment of two or three people may not be considered
substantial in some cases but in a small community two or iphree
people being employed can make a diffe"ence. On page 3,
line 20, the word "ini tial" has been added to clarif y the

i nV.eSt ment made Wi th I’H_;al’d to 49 percent Ownership in a
proj ect . Page 4, lines 3 through 5 were gdded to allow the

board to provide assistanceto the applicants in their

i nvestment requests. Page 4, lines 7 through 10 were gdded to
limt the amount of investment that the EthanolBoard can neke
in projects dealing with research and devel opnment. It limts
this amount to $3 million which i's gpproxjmtely 20 percent of

tne anpbunt collected through the checkoff after y(efunds are made
to the farners. These amendments to my original amendment
adopted by this body have the approval and cooperation of the
Ft hanol Authority and my esteenmed colleague over here to my

right, Senator Schmt. | ask the body toadopt the amendment.
SPEAKER BARRETT: Thank you. Di scussion on t he Haber man
amendment . Senator Schmt.

SENATOR SCHNI'T: Mell, Nr. President, Senator Haberman has gone
through the amendments. He has very neticul ously researched

sone of the wording and has worked, s he said, with the Ethanol
Authority representatives and myself and mur various staff
peopl e and I havereviewed the anendnents and | fully support
the amendnents and ask that they be adopted.

SPEAKER BARRETT: Thank you. Any other discussion? Any C|OSIng

statement, Senator Haber man? Thank you. The question  is the
adoption of the Haberman amendnent to LB 587. A|l in favor vote
aye, opposednay. Record, please.

CLERK: 29 ayes, 0 nays, Nr. President, on adoption of Senator

Haber man's anendment .

SPEAKER BARRETT: The amendment is gdopted.
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CLERK: I nave nothing further on the bill, Mr. President.

SPEAKER BZARRETT: Thank you. Senator Schmit, on the bill as
amended.

SENATOR SCHMIT: Mr. President and members, thre bill as .nended,
I believe, represents a pretty definite poirt of view of a
majority of the body. I don't think it needs any further
explanation and I would be glad to answer any questions if there

are any. If there are not, then I will be glad to move that it
be advanced.

SPEAKER BARRZTT: Thank you. Senator Rcd Johnson, please.
Thank you. Any discussion on the advancement of the bill? If
not, those in favor of advancing the bill please say avye.
Opposed no. Aves have it. Carried. The bill 1is advanced.

LB 733, Mr. Clerk.

CLERK: Mr. President, 733, I have Enrollment and Review
amendiments first of all, Senator.

SPEAKER BARRETT: Chairman Lindsay, pleass=.

SENATOR LINDSAY: Mr. President, I would move that the E & R
amendments to LB 733 be adopted.

SPEAKER BARRETT: Shall the E & R amendments to the bill be
adopted? All in favor say aye. Opposed no. Carried. They are
adopted.

CLERK: Mr. President, Senator Wesely would move to amend.
Senator, your amendment 1is found on page 1146 of the Journal.
Senator Wesely, Mr. President.

SPEAKER BARRETT: Senator Wesely.

SENATOR WESELY: Thank you, Mr. Speaker, and members, the
amendment before you, if you recall LB 737 dea.s with the Health
Department's licensure of head-injured facilities, and in that
area of licensure there is another area trat we have had some
problems with dealing with the licensure of X~-rav machines. And
we had a problem with a bill that we passed last year or, excuse
me, in 1987, that was supposed to be implemented by January 1 of
this year is not implemented. Rules and regs have not been able
to be adopted. We are working diligently to try and deal with
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SENATOR PIRSCH: And under the present law that...you could do
nothing really.

SENATOR LANDIS: That is not embezzlement, that's right.
Embezzlement is where you steal money from the firm.

SENATOR PIRSCH: Right. Thank vyou, I appreciate the
explanation...

SENATOR LANDIS: Sure, you bet.
SENATOR PIRSCH: ...and I support this bill.

SPEAKER BARRETT: Thank you. Any other discussion? Seeing
none, Senator Landis, anything further?

SENATOR LANDIS: Waive closing.

SPEAKER BARRETT: Thank you. Closing is waived and the question
is the advancement of LB 319 to E & R. All in favor vote aye,
opposed nay. Record, please.

CLERK : 27 ayes, 0 nays on the advancement of 319,
Mr. President.

SPEAKER BARRETT: LB 319 is advanced. Any messages on the
President's desk?

CLERK: Yes, Mr. President, I do. Senator Hartnett has
amendments to be printed to LB 588, Senator Chizek to LB 279,
Senator Chambers to LB 281, Senator Landis to LB 279. (See

pages 1462-64 of the Legislative Journal.)

Enrollment and Review reports LB 117, LB 340, LB 340A, LB 410,
LB 414, LB 587 and LB 733 as correctly engrossed. (See
page 1457 of the Legislative Journal.) That is all that I have,
Mr. President.

SPEAKER BARRETT: Thank you. Senator Peterson, would you care
to adjourn us until tomorrow?

SENATOR PETERSON: Mr. President and members, I'd be delighted

to adjourn us till tomorrow morning at ten o'clock, 1is that,
Senator Barrett, beings we lost an hour?
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Mr. President.
PRESIDENT: Please read the bill, 414.

ASSISTANT CLERK: (Read LB 414 on Final Reading.)

PRESIDENT: All provisions of law relative to procedure having
been complied with, the question is, shall LB 414 pass? All
those in favor vote aye, opposed nay. Have you all voted?

Record, Mr. Clerk, please.

ASSISTANT CLERK: (Read record vote as found on pages 1543-44 of
the Legislative Journal.) The vote 1is 39 ayes, 0 nays,

1 present and not voting, 9 excused and not voting,
Mr. President.

PRESIDENT: LB 414 passes. May [ introduce a guest, please,
under the south balcony of Senator Chizek. She is Ruth Chermok
of Omaha, she's also a niece of Senator Robak. Would you please
stand and be recognized, Ruth. Thank you, Ruth, for visiting us
today. LB 587 with the emergency clause attached.

ASSISTANT CLERK: (Read LB 587 on Final Reading.)

PRESIDENT: All provisions of law relative to procedure having
been complied with, the question is, shall LB 587 pass with the
emergency clause attached? All those in favor vote aye, opposed
nay. Have you all voted? Record, Mr. Clerk, please.

ASSISTANT CLERK: (Read record vote as found on pages 1544-45 of
the Legislative Journal.) The vote is 39 ayes, 0 nays,

1 present and not voting, 9 excused and not voting,
Mr. President.

PRESIDENT: LB 587 passes with the emergency clause attached.
For you gentlemen watching from the balcony, you might be
interested that we only have one more Final Reading to do, so
hang with us and perhaps things will liven up a little bit after
that. This is a necessary procedure that we go through to have
all bills completely read so that the Legislature will know what
is in them. I'm only kidding on the last sentence, but most of
them do know what is in it, so don't worry about that.
Mr. Clerk, LB 733 with the emergency clause attached.

ASSISTANT CLERK: (Read LB 733 on Final Reading.)
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error on this sinple najority, because it involves noney, go go
ahead and vote, if you Iike. But I' Il check to see if I nmade a
m stake or not. Have you all voted? Record, Mr. Clerk, pl ease.

CLERK: 8 ayes, 12 nays, Mr. PreSident, on adoption of Senat or
Li ndsay's and Senator Morrissey's amendnent.

PRESI DENT: The Morrisseyanmendnent to the committee anmendnent

fails. Now we're back on the conmittee amendnment. Senator
Coordsen, did you wish to discuss further'?

SENATOR COORDSEN.. No, only to nove the committee anendnent.

PRESIDENT: Okay. The question is the adoption of the comittee
anmendnents. All those in favor vote ayeg posed nay. Were
voting on the adoption of the committee an‘encPrTEnts. Record,
Mr. Clerk, please.

CLERK: 25 eyes, 0 nays, Mr. President, on adoption of comittee
amendments.

PRESI DENT: The comm ttee anmendnents are adopt ed. May | direct
your attention, please, to the northeast corner of {he hamber
where we have a previous menberof this Legislature, Senator
Dick Fel Iman of Omha. Please wel come Senator Fellman pack to
the body. Senator, you left this body,what, about 14 years
ago, sonething like that. Long time ago. Thank you for bein
with us. Wi | e the Legislature is in session and capable o
transacting business, | propose to sign and do sign LB 410,
LB 414, LB587, andLB 733. We're back on the. mr. Clerk.

CLERK: M. President, Senator Coordsen would move to
i ndefinitely postpone the bill.

PRESI DENT: Senatci. Coordsen, please.

SENATOR COORDSEN: Thankyou, M. President, nmembers of the
body. This is one of the PP notions that iS rare in this body,

and that is agood notion. since we' ve had the discussion on
the bill, these clainms that are contained within ¢t he pill now
have been disallowed. Thereis no need for the bill beyond the

need we' ve already acconplished of bringing the. several of the
i ssues to the floor and giving the body the opportunity to |gok

at the denied claims. So at this time it is appropriate to
indefinitely postpone LB 810 and nove on to the allowed (jaims.
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future Governors would choose to do. And it seems to me that it
makes a world of sense to have a fully funded state program
allocated in a fashion that the state wants to do, rather than
use the route that has now developed into the overmatch which
the federal government decides the allocation of funds rather
than the State of Nebraska deciding how its own funds and only
its cwn funds are to be distributed. So I would urge that the
amendment not be adopted. The two programs ought to be set up,
even though the distribution would not be different 1in the
funds, but the state had ought to not be burdened with that
maintenance of effort if you wish to make a change 1in the
future. We ought to control our own destiny and not have the
federal government doing it.

SPEAKER BARRETT: Thank you, sir. Senator Hannibal. (Gavel.)
SENATOR HANNIBAL: Well, Mr. Speaker, I realize the time is
getting very close to a recess. May I inquire of the Chair if
we were going to continue after recess with the same issue?

SPEAKER BARRETT: That would be my wish.

SENATOR HANNIBAL: Would it be permissible to move we recess
until one-thirty.

SPEAKER BARRETT: If the votes are there, it would certainly be
in order.

SENATOR HANNIBAL: I would so move.
SPEAKER BARRETT: Anything for the record, Mr. Clerk?

CLERK: Mr. President, Senator Korshoj has amendments to be
printed to LB 588. I have a series of appointment letters from
the Governor to be printed. Those will be referred to Reference
Committee. (See pages 1550-54 of the Legislative Journal.)

Mr. President, your Enrolling Clerk has presented to the
Governor bills read on Final Reading this morning. (Re:
LB 410, LB 414, LB 587, LB 733.)

And the last item, Mr. President, is a motion by Senator Ashford
with respect to LB 642. That will be laid over. That 1is all
that I have, Mr. President.
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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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eight menbers of this body should get together and tell the
ethanol board what they should or shouldn't do. A few ninutes
ago we had Senator Baack and some of the other senators get

and sing the praises of we have an ethanol board, they' rein
charge, they should neke the decisions. \We have to have faith
in the board. So already on this floor we have a split on whose
to do who, andwhat, andwhy. Not only that, we have to nake 4
deci si on whet her we can spend Fhis $10 mllion by July, or the
end of July. So what they' reaying is, hey folks, we have a
once in alife time opportunity, buf we have t0 do it by the end
of July . We haveto spendthis $10million by the end of July.

Well, doesn't that say anything to you fol ks? poesn't it say
anything to you that here on the floor we' ve sung the praises of
the board, that here on the floor we' ve said we've got to have
six or eight senators tell the board what we want. " Thepthey go
a step further and say, we have to spend this $10 (sic) by tﬁe
end of July. Are we going to sit here, zre you going to sit
here and you have been told two or three different stories,

you' ve been told we' re going to return this to the farner, we're
going to return it to the farmer. \We're going to have nonprofit

corporation and return it to the farmer. |'d like to see that.
But we have to do it by the end of July. w have to spend this
$10 mill ion by the end of July so these poor farmers can get
sonme results. Then we have sonebody else say well if it isn
done by the end of July maybe we shouldn't give themthe money.
Well, you <can bet your bottom dollar that there are enough
attorneys available that are going to take whatever bill we

pass, or whatever appropriations we nmeke and they' re going turn
that around and they're going to dig and change so that they can
get their hands on the $10 mllion. I hope | stand up here g
ear from now and say Haber man, ?/ouvvere wrong, but | don' t
elieve | will. | don't believe | will. Thevotes are here to
giVe t hem the $10 m IIiOn, I know t hat . However’ those of you
who vote to give the $10 million, | want you to recall what \as
said here on the floor because in LB 587 a nonprofit corporation
cannot buy any ethanol plant, we put that in 587. According to
the criteria of the ethanol board they can't buy any plant, ?hey
can't nmeet the criteria. Look at the bi ds’ what it says, you
have to have this information in within a week. Youhave to
have all of this financial sheets and all these stuff in.

PRESI DENT: One m nute.
SENATOR HABERNAN: . ..in a week. Look at the other two bidders

Are there anybody that anybody hasever heard gf? No. Pan
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SENATOR HABERNAN: Well it's obvious |I oppose the amendment,
isn't it?
PRESIDENT: Could be. Thank you. Senator Dierks, please,

followed by Senator Bernard-Stevens and Senator Har t nett.
Senator Dierks.

SENATOR DIERKS:  Question.

PRESIDENT: estion has been called. Do | see five hands? |
don't see.. .| didn't see five hands. Now | dc. The question
is, shall debate cease'? All those in favor vote aye, opposed
nay. Record,Nr. Clerk, please.

CLERK: 25 ayes, 0 nays to cease debate, Nr. President.

PRESIDENT: Debatehas ceased. Senator Rod Johnson, would you
like to closeplease.

SENATORR.  JOHNSON:  ves, sir. And 1" Il try and do it as
briefly as possible. Today we are considering putting
$10 nillion back into the checkoff program for the ethanol board
to use in a way they see fit? This is the first time | can
recal |, since |' ve been a menber of the Legislature, that we
have debated how checkoff dollars will be spent, andthat we are
using, for the first time since I' ve been here, some legisl ative

oversight over the checkoff organizations. |t js jnteresting,
at this particular point, that little or no funds have been
expended at this point, yet we are all afraid of sonething that
none of us have been able to put a finger on. Been a lot of
coments relative to where the noney can be expended or how it
nmay be expended. Noneycannot be usedin an gperation capital
way, that is not permitted under the passage of LB 587 that
Senat or Haberman tal ked about . The purchasi ng of a new p| ant ,
an acquisition can be nmade by a city, county or village, but not
by a private organization. Senator Schmt was correct in his
statement that the three bids that are being considered py the
FSLIC must put in their financial criteria to the FSLIC by
Nay 23, 1989. If, at that time, none of the three bids are
accepted, then | assume the process will go in such a fashion

that the conpany will go into receivership and at that time
further bids would be considered, ppst |ikely cash bids would be

consi der ed. Senator Schmt has also indicated two of the three
bids that are being considered are out of state companies.
Finally, as | listened to the coments nade by sone fol ks, there
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develop the <clean grain concept, to develop the utilization of
by-products  which were considered by the passage of LB 587 and
to devel op the ownership through a nonprofit public i

§ " thepr posal whi ch' wab ot 1 or e3°TB°RALPE

as | have outlined in theproposal ich was offere

It is not unusual, of course, for us to propose ¢that a public
corporation own this plant. nNebraska is the state of public
power. It is a state which prides itself uponpublic power 5ng
the public ownership of power. It's sort of interesting that
when | proposed selling the private. the public power entities
to private Investnent that | was i nformed enphatically and
repeatedly from many aspects that I was makjn a serious
m stake. Therefore, it seens to nme that since ethz?nol I's power,

ethanol is energy, and a few years ago we encouraged the public
power districts to become involved jp the ethanol industry,
therefore, it is...it follows that the ownership of that plant
by a public group would be a very likely step. Third, you might

want to know where are the bids now, just what is the status ~of

our bid and what is the status of the rest of the bids'? | think
it"s inportant that you understand this. Qur bidis the one
which has put us in as one of the three final bidders. The
FSLIC, as | understand, and John DeCanp as the lawer for the
firm is no way a part of the bid except as a |awer Tor ne

this entity because he did it for me as a friend, the position,

as it stands at the present time, is that the FSLIC has stated
our bid, which was a cash bid and caused themto consider us as
one of the final three bidders, is now subject to renegotiation.

The terms which have been presented to us,

at length with the FSLIC, tphe terns which hgvned 8qu prheassentsgglﬁ%n
us, we think, my not make it feasible for us to buy the plant.

It may not be economically feasible under those conditions.

Therefore, we will make a counteroffer of sonething which we

believe is reasonable, workable and financially has g chance of
success. That bid may or may not be accepted and 1t mayor may

not require the assistance fromthe Ethanol Authority. We do
not know now at the present time. Nore i mportant than that, we
are at the present time negotiating with several public entities
to see if it's possible to put together a joint venture t he
farnmers of the State of Nebraska who have contributed the ¥unds,
whether they use any of the funds at this tine or not, snd some
other public entity. We have discussed this with several
entities at the present tine. I"mnot going to reveal those at
this tinme but | just want to say they are involved in the public
area and they are public entities. We want to see if it's
possible, if it will be feasible, if it's desirable, to put
together a group of entities in that manner that mght po gple
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PRESIDENT: Thank you. Senator Morrissey, please,
Senator Schmit. y, P followed by

SENATOR MORRI SSEY: Yes, Senator Schmit, a uestion. On
the...you mentioned a confirmation of the Ethanol Board |embers

by the Legislature. Could you expand on that a little bit?

SENATOR SCHMIT: Under LB 587, | took away the confirmation of

Et hanol Authority nenbers by the Legislature. This reinstates

that language and at one time _we did have in here |anguage
simlar to the confirmation by M. Thorson tnat we used for

DEC where i f no one was confirmed within 10 days theGovernor

had to appoint someone new. \\ renpved that |anguage.

SENATOR MORRI SSEY: You renmpved that |anguage so jf...and the

language you put back inis if they aren't confirmed by the
Legi sl ature then what?

SENATOR SCHM T Then you remain just the way they are toda
Senator. And the reason | t ook that |anguage out was tha
Senator Coordsen told ne that his comittee was oing to do
research this com ng year on all such appoi ntrren?s and try to
makE themall consistent and conpatible with each other and so |
took it out.

t

SENATOR MORRI SSEY: Okay, thank you. That's all | have.

PRESIDENT: Thankyou. Senator Schnit, please.

SENATCR SCHM T: Well, M. President and nenbers, g you know
the plant at Hastings has been a very, yery deep concern of all

of us, particularly of Senator Jacklyn Smth, whose district it

is located in, and it is an area where wefeel it is very
inportant that we try to do something to encourage the gze of
t hat pl ant. Theplant, as you know at the present time, is an
asset of FSLIC and we feel that t his type of amendment will

encourage that plant to get into privaté hands g.g get back into
the mainstreamso that they can, gnce again, hedgethe purchase
of their grain and the sale of their alcohol. It ought to
encourage the expansion of the plant. s hope it will encourage
the utilization of the new techniques, perhaps, in distillation,

new techniques in the use of raw materjals, newtechniques in
the use of distillers wet grains versus dry grains, any other
aspects which we feel are very inportant if ethanol prcyductlon
isgoing to be profitable and economically feasible in the years
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question again, it's relative to the amendment we adopted from
Senat or Schmit. There are several references to the
Legislature, the majority of t he Legi slature approving
confirmation of those who are appointed by the Governor to
the...both the Gasohol Committee and the Ethanol Authority.
Maybe, Loran, when you cl ose you m ght mention why that has

changed. Maybe it's just a technical change, I'mnot sure. pg
| just was curious about that and | didn't get a chance (g ask
t”at qhuestlon during the debate on the amendment. Butthat' s
a I have.

PRESI DENT: Senator Schmit. wuld this be your closing, Senator
Schmit'? You' re the last |ight.

SENATOR SCHMIT: "Il just answer Seator Rod Johnson's
uestion, then let Senator Smith close on the bill. senpator Rod
ohnson, | i nadvertently took away that requirenent |ast year,

Undel_’ LB 587, and did not intend to do SO on sone of those
appointnents. ~ And so today,with this amendment, they are all
subject to confirmation by a majority of the Legislature in
so that they are uniform both with the Gasohol Conmi tté&e and
with the menbers of the Ethanol Authority.

PRESIDENT: Senator Smith, would you like to finish closing or
do the closing'?

SENATOR SM TH: Wel |, M. President, nembers of the body, as you
all know, this is the ethanol production credit that we' re
offering to producers in the State of Nebraska. The purpose for
that is so that we can pe conpetitive with other states

surrounding  us. A nunber of other states in this area have
provided that kind of production credit to their producers. and
Nebraska, being at a conpetitive disadvantage is nhow importi

et hanol . We' re hoping that by providing this prod’tvjctio cretﬂ%
we are placed on the same level as other states surrounding us
are and that instead we can, in the end, sel| nore grain or buy
nore grain. The producers could buy nore grain, wecan hae

nore devel opment of plants. This can only benefit the farmers
and in the end the economy of the State of braska, gndwe can

export our products rather than inporting what we use here in
the state. We ask your support in the adoption of +the...or in
the...l guess it's to nove the bill. Thank you.

PRESIDENT: Thankyou. The question is the advancenent of 1124,
All those in favor vote aye, opposed nay. ©h, all those in
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