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LB 647 , 5 6 8 , 6 9 3, 688

The Committee on Ba nking, Commerce and Insurance met at
1:30 p.m. on Monday, February 14, 2005, in Room 1507 of the
State Capitol, Lincoln, Nebraska, for the purpose of
conducting a public hearing on LB 568, LB 647, LB 693,
I ,B 688 a nd Gu b e r n a t o r i a l A p p o i n t ment o f Jo h n Munn t o D e p t .
o f Ban k i n g a nd F i na nc e . Senators present: Mick M ines,
Chairperson ; Pam Redf i e l d , Vi ce C h a i r p e r s on ; M i k e F l o o d ; J i m
Jensen; Joel Johnson; Chris Langemeier; LeRoy Louden; and
Rich Pahls. Senators absent: None.

SENATOR MINES: Ladies and gentlemen, good afternoon. I 'd
like to welcome you to the Banking, Commerce and Insurance
Committee h e a r i n g . My n a m e i s Mi c k M in e s. I ' m Cha i r o f t he
c ommittee an d I am f r o m B l a i r . Fi r st o r d er o f bu s i n ess
today, turn off your cell phones. Sally has a big stick and
she w i l l r each you i f t he ce l l pho n e g oes of f . I t ' s my
pleasure to introduce those members of the committee that
are with us today. On y our left, Senator Rich Pahls from
Omaha and Senator Jim Jensen from Omaha. O n your right,
Senator Chris Langemeier, Schuyler and Senator Mike Flood,
Norfolk. Committee counsel is Bill Marienau on my right and
Jan Foster on my left is committee clerk. Page this
afternoon is J eff A rmour from Og allala, Nebraska. T he
committee will take up the bills as they are listed in
order , LB 64 7 , LB 56 8 , LB 6 93 , and LB 68 8 . Our p r o ce ss i s
the senator will introduce the bill and we will then follow
that with testimony in favor or proponents. T ho se in an
opposition wishing to testify and then those in a neu tral
capacity. This is your part of the hearing. This is your
public hearing so please feel free to come forward, offer
y our comments and i n f or m a t i o n . The r e ar e si g n - i n sh e e t s
both at the table in front of me as well as a t t h e d oor.
Please fill those out. When you testify please state your
name and spell both your first and last name because Jan
gets grumpy if that does not happen. I'm sorry. That's all
the rules and we will begin with LB 646 (sic: 647), Senator
Brashear to introduce. Oh, I just...Senator, one momento.
John...:'m so sorry. We' ve got a gubernatorial appointment
and this is the public hearing for John Munn and he has been
appcinted to the Department of Banking and Finance. John, I
a polog z e
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CONFIRMATION HEARING ON

DEPARTMENT OF BANKING
JOHN MUNN TO THE

AND FINANCE

JOHN MUNN: Okay . I th ought the process was going to be
a lot easier than what was tc'd to me before (laughter) . I
d id br i n g cop i es o f t he i n f or m a t i o n I pr o v i d e d t o J a n l a st
week, i n c ase anybody needs a copy .

SENATOR MINES: Go ahead, John.

JOHN MUNN: (Exhibit 1) I have no prepared script other than
t he i n f o r mat i o n t h a t I p r ov i d e d t o t he cl e r k m id d l e o f l a st
week and the copies are going around now. My name is John,
J-o-h-n Munn, M-u-n-n. I found th is...of course, it' s
always exciting, I t hink, to be appointed to head a code
agency but especially exciting this time in light of the
transition in governors. Although I w as a ppointed by
Governor Johanns, probably his last appointee, all of m y
conversation prior to the appointment was wi th then
Lieutenant Governor, now Governor Heineman.

SENATOR MINES: Committee, any questions? We can't let you
off easy. Jo hn, we' ve got your biography here, your notes
and you come highly recommended and your credentials are
impeccable. Comm ittee, any further comment or questions?
S eeing none , t h a n k y o u , J o h n .

J OHN MUNN: T h a n k y o u.

SENATOR MINES: Is there testimony abou t Mr . Munn's
appointment ? See i ng non e , w e w i l l mo v e o n t o l eg i sl a t i v e
bills, LB 647. Senator Brashear. Welcome to the Banking,
Commerce and Insurance Committee.

L B 64 7

SENATOR BRASHEAR: T ha n k y o u .

SENATOR MINES: You' re welcome. The floor is yours.

SENATOR BRASHEAR: Mr. Chairman, members of the committee,
my name is Kermit Brashear. I'm a legislator, I re present
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District 4. I appear in introduction and support of LB 647.
LB 647 would require that limited liability companies file a
biennial report in each odd-numbered year beginning in 2007.
The bil l is patterned afte r similar long-standing
requirements for corporate reports. Recently we' ve changed
in Nebraska from annual corporate reports to biennial
corporate reports but, nevertheless, we' ve d one them
" forever " so t o sp ea k , Although statutory provisions call
for both corporations and limited liability companies to
file appropriate papers with the Secretary of State when
they dissolve or otherwise terminate their existence, many
businesses do not do so. The Secretary of State dissolves
approximately 5 percent of the state's corporations per year
for failure to file their report. Pres umably, LLCs are
going out of business at a similar or even greater rate as
t he LLC i s r a p i d l y b ec o ming t h e p r e f er r ed f o r m o f l i mi t e d
liability organization entity for small businesses and
business start-ups. The record of the Secretary of State is
relied upon by le nding institutions, title ins urance
companies, and many others, including citizens, to determine
the legal status of business entities. With a 5 percent per
year rate of di ssolution it is easy to see how over time
those records will become less a nd le ss re liable. In
addition to the g eneral issue of the i ntegrity of the
records this situation would make it easier for someone to
pirate a defunct LLC and in essence commit business identity
theft and/or some other type of fraud, by operating under
the name of an LLC no longer in actual existence, but still
legally recognized on file with the Secretary of State. In
recognizing the concern of the added red tape paperwork for
busines s t h e b i l l ha s be e n d ra f t e d t o b e si m p l e a n d e a s y t o
comply with. The form which has not ye t been de veloped
w ould be l ess t han a pa g e. The f i l i ng f e e w o u l d b e S IO a n d
the Secretary of State would explore all possibilities to do
these reports on an electronic basis. I will be followed by
Mr. Greg Lemon from the Secretary of St ate's Office who
asked that I int roduce this report. If I may extemporize
briefly, it ' s a bill you wouldn' t ordinarily assume somebody
would become passionate about and I wasn't when I introduced
it because as we sometimes do, I hadn't spent that much time
on i t . A f t er r ead i ng t he b i l l and p r epa r i ng fo r t h i s
hearing, I re ally d o respectfully urge the committee to
advance it. There is just no reason why we as a state, for
and on be half o f the people, who gr ant to someone the
prxvzlege to form a bus>ness organization ought not have a
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good record of whether they are continuing in business, what
their address is, who their officers are, and the like. I,
myself , w a s f l y i n g t h i s we e k end and g o i n g t . h r o ugh a l i s t o f
corporations. I n my private practice I advise people to do
the formal dissolution because for those of us who
understand the nuances of th e l a w y o u do n't have any
protections if you don't do it that way. I understand that
people may decide to do the . heap dissolution, the one that
doesn't give them any protection whether they know i t or
not, but we c ertainly ought to h ave a formal way of
maintaining the integrity of the records of the state of
Nebraska for all the citizens. It's much too limited to say
that just a few people check this. If anybody wants to do
business with anybody for any reason they ought to be able
to call the S ecretary of State's Office, in this day and
age, and find out that somebody is still a limited liability
company in good standing. And I'd urge the advancement of
t he b i l l .

SENATOR MINES: Thank you, Mr. Speaker. C om mittee, are
there questions? Senator Jensen.

SENATOR JENSEN: Sena tor Brashear, if I h ad an LLC that
owned meat p rocessing companies, could this same L LC
purchase land in the state of Nebraska in the same LLC?

SENATOR BRASHEAR: The short answer is yes. I think the
more sophisticated answer or careful answer is it ought to
be consistent with the purposes set forth for the LLC. So
therefore it would depend upon how the LLC was prepared and
f i l e d .

SENATOR JENSEN: Well, you know where I'm going probably on
t ha t .

SENATOR BRASHEAR: I think I have a vague sense.

SENATOR JENSEN: That has 300 behind it? (Laughter)

SENATOR BRASHEAR: All the more reason to keep track of the
LLCs. T h e d i f f i c ul t y he r e i s som ebody f i l ed o ne t en yea r s
ago and you aren't doing any follow-up, you aren't requiring
any compliance, even a man>mal one-page filing. How are you
g oing t o de al wi t h i t ? Now , I ' m not say i ng t ha t l awye r s
can' t w o r k th r oug h t he s e k i nds o f t h i ng s i n co ur t s , bu t I
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think we ought to aid and serve the citizenry.

SENATOR MINES: That ' s fair. Other questions for the
senator? Seeing none, thank you for your testimony.

SENATOR BRASHEAR: Thank you, Mr. Chairman.

SENATOR MINES: Nice to have you here. Are you..

SENATOR BRASHEAR: Be i ng mi nd f u l o f t he ec onom i es of
committee hearings, I 'll waive closing.

SENATOR MINES: Thank you very much.

SENATOR BRASHEAR: Th a n k you .

SENATOR M1NES: Thank you. May I see a show of hands, those
that will testify as p roponents of the bill? I see one.
Those in opposition? There is one. And those in a neutral
capacity, please raise your hand. All right, welcome.

GREG LEMON: Thank you.

SENATOR MINES: Welcome, welcome, nice to see you.

GREG LEMON: Good afternoon, Senator Mines, members of the
Committee on Banking, Commerce and Insurance. My name is
Greg Lemon. I 'm the chief deputy secretary of state
representing John Gale, Secretary of State, today. First of
a ll , w o u l d l i ke t o t han k S e n a to r Br ash e a r f o r i nt r o du ci n g
the b i l l a nd do i ng a ver y go o d j o b o f exp l a i n i n g w h at t he
bill does. I' ll try not to repeat what he said but go into
a few other things. He did sa y the limited liability
company is becoming the vehicle of c hoice for b usiness
entities forming that want t o li mit their liability and
create perpetual existence and d o all th ose wonderful
things. In fact, last year I believe for the first time, we
h ad m or e l i mi t ed l i ab i l i t y com p an ie s f or med t h a n b u s i n e s s
corporations. We currently have about 20,000 limited
liability companies on record with the Secretary of State' s
Off i c e . We have a litt l e und er 40,00 0 Nebr aska
corporations. We h ave about 80,000 business entities total
i f y o u r ol l i n t h e nonp r o f i t s , t h e f or e i gn s , t he o t he r
limit.ed liability partnerships, et cetera. So the limited
liability company is...it seems to make s ense as Senator
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Brashear noted to treat them similarly to corporations. Two
years ago, the Secretary of State brought a bill to the
Legislature to chang e the filin g requ irements for
corporations for their reports from every year to every two
years. And if you look at that bill and this b ill a s a
package, rather than increasing the burden on Nebraska
b usinesses , I t h i nk w h a t w e ' r e t r yi ng t o do i s sp r ead i t
more evenly. Rather than having the corporations report
every year we' re going to have the LLCs report one year; the
corporations report a different year, as stated. It is not
our intent to put more burden or more paperwork filings on
but this re cord wa s created...the Secretary of Stat e' s
Offi.ce is the keeper of the record for the purpose of that
being r e l i ab l e a n d f o r peo p l e t o be ab l e t o r e l y a nd mak e
business decisions based on what we have. Lastly, before I
start rambling, will mention we did submit a fiscal note and
we did submit it late. It's not the fiscal office's fault
but they did not get it updated so you probably don't have
it in your book but with 20,000 limited liability companies
it's not too ha rd to do the math at $10 a filing. That
would b e $ 2 0 0 , 0 00. Tha t r even ue i s sp l i t b et wee n t he
General Fund and our cash fund. Two-thirds of it goes to
t he Genera l F u n d s o r o u g h l y $ 14 0 , 0 0 0 i n ev er y o dd - nu mbered
year to the General Fund and a little under $70,000 to the
corporation's cash fund. And lastly, just to e xplain the
process a li ttle bit. On the corporation side, we changed
the law once again, or asked that the law be c hanged, so
t hat r a t he r t han se n d i n g o u t t he r epo r t a nd t he n d i ss o l v i ng
corporations for failure to file that report we send out a
second notice and then they have 60 days to get the report
in. And that has reduced the number of businesses that get
dissolved for n onpayment. We still dissolve a number of
t hem but t h o s e a r e t h e o n e s t ha t ar e t r u l y ou t o f b u s i ne ss ,
n ot so much the ones that have forgotten to file. T h e
provisions in this bill echo how we do it with corporations
where a s econd notice is sent out and that we certainly
would give businesses every opportunity to file that report.
We always want to avoid dissolving the companies that are
still out there doing business because it creates headaches
all around when that happens, although the re instatement
relates back and so anything that was done in that dissolved
time is st ill a valid act and it's as if the entity wasn' t
d isso l v e d .

SENATOR NINES: G reat. Gr eg, thank you.
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G REG LEMON: W i t h t h at , ye a h, a ny que s t i on s ?

SENATOR MI NES: Questions? Anyone have a question? Seeing
none, t h a nks fo r y ou r t e st i mo n y .

GREG LEMON: Thank you.

S ENATOR MINES: Nice job. Any other proponents? Those i n
o pposi t i o n ? Ki m, I t h i nk y o u ' r e t h e o n l y on e ,

KIM ROBAK: I t h i nk I ' m t h e on l y one .

SENATOR MINES: And is this the first time you' ve testified
this year in front of Banking, Commerce and Insurance?

KIM ROBAK: I t h i nk i t may be .

SENATOR MINES: Welcome.

KIM ROBAK: ( Exh i b i t 1 ) I t i s . Tha nk y ou . Sen at o r Mi ne s
and members of the c ommittee, my name is K im R obak,
R-o-b-a -k . I ' m sp eak i n g t o y ou t o day on beha l f o f t h e
Nebraska Land Title Association. T h e Nebraska Land Title
Association is an organization that's composed o f title
insurers, title agents, and a bstractors many of whom are
lawyers. The reason that the NLTA is opposed to this bill
is for two r easons. First, many of the lawyers who are
members o f t h e N L TA h ave c o u nse le d t he i r c l i e nt s t ha t o ne o f
the vehicles that w ould b e a method of providing an
organizational structure other than a corporation would be
an LLC. And one of the reasons that is given to organize as
an LLC is the lack of paperwork that is required by the law
as i t e x i st s t od ay . Th er e f or e , i t i s l e ss cos t l y t o
m ainta i n i n i t s ea s i e r f o r m o f or g an i zat i on . Th e seco r d
reason has t o do w ith the title business and the way that
t i t l e ' nsurers operate. Th ey check i f th ere is a real
e stat e t r a nsa c t i o n i nvo l v i ng a co r p o r a t i on t he t i t l e age n t
has to check the Secretary of State's Office to determine
whether or n ot th e corporation is in good standing. What
often happens is that the corporation has forgotten to file
their then annual report, now b iennial re port, and the
company or corporation has been dissolved. And what is
determined is th a t because of this dissolution we need to
reinstate the corporation and, therefore, there is a delay
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in the c losing o f t h e real estate transaction. With the
large number of LLCs t hat are no w i n place, the title
insurance industry believes that this will be a costly and
it will cause delays that would otherwise be unnecessary.
So because a large number of people who have formed the LLCs
to begi n w i t h h a v e re l i ed on t he f a c t t ha t t h ey d o n o t hav e
this paperwork, they' re a;.ticipating that folks will not
file and therefore there will be difficulty in closings. I
do have a l ett.er I would put into the record on behalf of
the association and I'd be happy to answer any questions.

S ENATOR MINES: Th a n k y o u , Questions for Ms. Robak?

SENATOR PAHLS: How many pieces of paper will this require
t hem t o f i l e ev er y yea r ?

K IM ROBAK: I t on l y r equ i r e s t he f i l i ng o f o ne p i e c e o f
paper every two years. The problem is that because people
believed that they didn't need to do that they' ll forget to
file. Or won't file at all.

SENATOR MINES: Senator Johnson.

SENATOR JOHNSON: What assurance do your people have n ow
that these are still in place?

KIM ROBAK: There's no requirement that.

SENATOR JOHNSON: Yea h , I realize that but also that since
there is no requirement, what assurance do they have? And
this may be faulty, I grant you that. But...

KIM ROBAK: What they would do, Senator, is that they would
contact the company and d etermine fr o m the company
themselves that they' re still in business. So that they do
have the assuzance from the company that's actually making
the sale or t he company that's actually purchasing and so
they do have that assurance. What they don't have i s a
piece of paper on file at the Secretary of State's Office.

SENATOR MINES: Other questions for Ms. Robak? Yes, Senator
F lood .

SENATOR FLOOD: L e t's just explore for a moment the cost of
business, an LLC. When they receive one of these forms or
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possibly download one, what do you think in your opinion
would be t h e f i r s t t h i n g a bu s i ne s s o u g h t t o d o wi t h t h at
f orm be f o r e f i l i ng i t ? Wo ul d i t be co nc e i v a b l e t hey ' d ca l l
their attorney?

KIM ROBAK: (Lau g h ) M os t l i ke l y . Mos t l i ke l y ca l l t he i r
attorney or most likely the attorney will fill out the form
for the business exactly.

SENATOR FLOOD: At an increased expense to the business.

KIM ROBAK: W e l l , t he r e ge n e r a l l y wo u l d be a cha r g e f i l ed o r
a charge that would be sent to the business.

SENATOR FLOOD: Tha n k y ou .

SENATOR MINES: O ther questions? S enator Pahls.

SENATOR PAHLS: Yeah, again, I'd like to ask the question,
how of t e n w o u l d y o u g o t o yo ur at t o r n ey t o f i l l o ut t h at
form?

KIM ROBAK: The way t h at t h e l aw i s wr i t t er r i gh t now i t
would b e e v e r y o t h er y ea r , on ce e ve r y t wo yea r s .

SENATOR PAHLS: Oka y .

SENATOR MINES: Other questions? I have one, Kim . The
instance that you gave where an LLC is dissolved and because
of a transact.ion needs reinstatement. Does the organization
or the association have any information on how many times
that really might happen? I mean, is that a big deal' ?

KIM ROBAK; No , I c an't answer.

SENATOR MINES: Ye ah .

KIM ROBAK: . ..that, Senator, but the reverse to that fr om
the Nebraska Land Title Association would be that there
isn't a problem today, that the speculation that this could
be a problem in the future and therefore we want to go in
this direction is really where the Se cretary o f St ate' s
Office is co ming f rom but there hasn't been a problem to
date .
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SENATOR MINES: Great. Nice answer. A n y other questions?
Thanks for your testimony.

KIM ROBAK: Tha n k y ou .

SENATOR MINES: Any other testimony in opposition to LB 647?
I see none. Those wishing to testify in a neutral capacity,
please come forward. I see none. An d with that, I will
close the public hearing on LB 647. And now it's my gr eat
pleasure to o pen the p u blic hearing on LB 568. Se nator
L andis , n i c e t o ha v e y o u h e r e.

L B 5 6 8

SENATOR LANDIS: ( Exh i b i t I ) Ni ce t o be had , t ha n k y o u ve r y
much. Senator Mines, members of the Banking, Commerce and
I nsurance Commit t ee , D a v i d L a n d i s , pr i n ci p al i n t r od u c e r o f
LB 568. I'm here representing the "Garden District" today.
This bill was brought to me by the banking department and
what you' re seeing now is a white copy or amendments to this
bill that have been the product of a discussion monitored by
the Chairman, Senator Mines, for the last couple of weeks.
Let me first describe the problem and then talk about the
green copy of the bill and then we talk about the genesis of
the white copy of the bill although I must say that I think,
in f ac t , t he de pa r t m e nt , t he i n du s t r y , a n d yo u r chai r m a n
probably know more about it than anybody else. F ir st, t he
problem. A number of years ago I introduced the delayed
deposit bill because the industry was springing up, it fell
through the cracks as we then defined the banking industry.
There were very responsible elements of the i ndustry who
wanted to be self-regulated by the state and came forward.
We drafted and introduced and passed a delayed deposit bill
a number of years ago. At that time, the industry showed a
high degree of responsiveness to oversight and preparedness
to show that they were on the up and up, knowing that the
p ayday lender was som ething th at cou l d be easily
misunderstood and easily chastised for being usurious in its
approach to people in need. S o they were willing to say,
look, we' re an above board business, we' ll conduct ourselves
i n an above board way . Gi ve us some f a i r r ul es , we ' l l
follow them and I was impressed with that industry and I
have been ever since, by the way, in their willingness to be
responsive to the needs of public policy. In the last
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couple of years, the banking department has found a practice
in their auditing that would seemingly violate the existing
state law. Existing state law says, look, you' re not
supposed to r oll over one of these payday loans. In other
words, you' re not supposed to start a loan and then s tart
a nother one be f o r e t he f i r st one i s pa i d o f f . You can d o
these because they' re short term, 15 days, 30 days loans.
They' re short term but they should be completed, wrapped up
before you go on to do the next one. That phrase for when
you do another transaction without having wrapped up the
first one is called roll overs. A nd it's been the p ublic
policy that that shouldn't be done, that, in fact, o ne l o a n
at a time, you prove yourself to be a leg itimate borrower
and pay it back. Then you can do another one as opposed to
digging an ever deeper and deeper pit for people to try to
climb out o f at the kind of costs and administrative fees
inherent in the delayed deposit business. Now those fees
are high. If you were to translate them into interest, the
interest would be a surprising amount of m oney. On the
other hand, the d elayed deposit industry suffers arather
good deal of bad debt from people who say they' re going to
pay and who don' t. What a shock. So, this is the price of
money fo r t h i s k i nd o f cl i e nt e l e an d t he pr i ce o f mo n ey f o r
this kind of cl ientele is high. The roll overs that have
occurred are against public policy and we don't k now t he m
because a c on sumer stepped forward and said, I want you to
know I rolled over my debt and got the vendor to do it. And
we don't have vendors stepping forward and saying, you know
what? Al l r i g ht , I r o l l ed o v er t h at a nd . . . Y o u k n o w how we
k now i t ? We k n o w i t be c a use we ' ve been a b l e t o s e e p a t t er n s
in which on the books checks that were for one pay p e riod
and then followed by a second pay period with a new check
that was being paid early were, in fact, consecutively
numbered out of the checkbook. Now they may be two weeks or
a m o nt h ap a r t bu t che ck 5 1 i s t o t h e d el a y e d d e p o s i t an d
check 52 is to the delayed deposit but it's dated two weeks
or 30 days later. Now the banking department, skeptics that
they are, perhaps with a pessimistic view as to the human
n ature , I ' m n ot su r e . . . i t wa s H o b bs , t he En g l i sh ph i l o so p h e r
who in the Leviathan said that man is b asically evil and
that government serves to operate to keep people from their
natural evilness. Now per haps ou r Hobbsian ban king
department is re ading too much into it when they say, hmm,
this does not pass the smell test. This is a roll o ver .
This is where they' re doing multiple, you know, at a time
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and then they' re making it look as if it's a s eparation
appropriately for the pay period. And because of that body
of evidence, they asked me to introduce this bill. Now
here's where I think the banking department is spot on.
That piece of evidence is persuasive to me and I don't think
it takes a skeptic or somebody who is, you know, a pessimist
to believe that. I think that makes perfect sense and that
establishes, I think, that roll overs have occurred. Let me
tell you why I don't think we should expect the vendor and
the consumer to serve as policing elements. The consumer is
as likely as the vendor in this circumstance, I think, to be
responsible for what happened. I bet the consumer walked in
and said, I really need help, I really need the money. I' m
prepared to do anything. What about I write you a couple of
checks right now, can we do this? I can see that the vendor
might have been talked into this. But it's breaking state
law. But the consumer is desperate and the vendor makes
money. Between a desperate client and somebody who makes
money on the other end because of that, neither one of them
is going to run off to the banking department and say, oh,
my goodness, excuse me, we broke state law because it' s
probably something that is mutually beneficial which is why
we' re not going to get evidence better than this about this
because we' re not going to have one of those two parties
come to us and snitch on the deal because it's mutually
beneficial. Now, that's why I think the banking department
is right to seek action from us against the problem. Here'8
the problem with the green copy of the bill. The green copy
of the bill says, look, instead of going from one
transaction immediately into another which is permitted
under state law right now, it's going to be one transaction,
three-day waiting period next transaction. And that would
become the rule for the business for everyone even though
the number of license holders who have this blip in their
auditing trail is very small. The number of people who seem
to be doing roll overs is a relatively small, modest amount
of the industry and yet the green copy of the bill would
apply to everybody no matter how scrupulous they had been up
until now. And we have little reason to think that the vast
majority of this industry is anything less than scrupulous.
They seem to be, in fact, scrupulous. So, the green copy of
the bill...I was persuaded by the industry, in fact, is more
overreaching than what we need to be, I'm not asking the
committee to advance the green copy of the bill. I would
agree with the critics of the green copy of the bill that it
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d oes, i t ex t end s f ur t he r t han we n eed t o . I n t h e
intervening time the c hairman has conducted at least two
discussions between the industry and the banking department,
trying to arrive at remedies which get at the problem, which
clean up areas of the law, which, in f act, creates some
bureaucratic efficiencies for the industry to package them
in the white copy of the amendments. Here is what I'm
a sking f o r t he co mm it t e e . I ' m ask i ng , b y t he way t h e
industry has not seen the white copy of this language. It
w as j u st do ne t h i s mor n i n g . They a r e f a m il i a r wi t h wh a t
should b e i n t he r e b e c ause i t w a s t he b a s i s , I t h i nk , o f t h e
discussions that Senator Mines sponsored and monitored. But
they, I think, need a fair chance to go through the w hite
copy of the b ill to see if it comports to the elements of
the discussion that has occurred. I am asking the committee
to hold the bill until the industry and the b anking
department get a chance to go through the white copy of the
bill and that we make sure that the elements that ar ound
which I t h ink there was g eneral agreement are, in fact,
appropriately worded and when that signal is done I'm hoping
that the c ommittee will advance the wh ite c opy, the
amendments , t o t he f l oo r . I ' m no t a sk i n g t ha t f o r t he g r ee n
copy of the bill. What else? Oh, I believe it's a source
of concern for the industry since it is, i n fac t, easily
misunderstood if not well studied and seen in the operation
o f z t , t h at a b i l l ou t on t he f l oor co nt a i n s som e d an g e r
because zt's pretty easy to get up cn a high horse and decry
the operation of the delayed deposit industry. I, in fact,
have t o l d t hem i n f o r m a l l y bu t I ' l l r ec i t e i t pub l i c l y and t o
the committee as well. Should the bill be pulled out of the
shape that the committee would choose to report it out, I
would w i n d u p p r o b a b l y pu l l i ng t he b i l l . Tha t I , i n f act , I
w il l be pu l l i n g t h e b i l l i f i t wi nd s up b ei n g i n a sha p e
that once this committee is done with its work the industry
couldn' t. live without on the floor so that this is the best
chance to draft and put it in the form that it should be. I
will say this. I thought that the Chairman was masterful in
h is approach to bringing the parties together and i f this
isn't soup it's the next best thing to soup and we should be
able to do that in a day or whatever once that piece of work
s done. May I answer any questions?

SENATOR MINES: Tha nk you, Senator. Nicely done. Senator
Langeme ie r .
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SENATOR LANGEMEIER: Se nator Landis, you talk a bout tne
consecutive number of checks. Would it not be reasonable to
assume that if I had no money in my checking account, I
wrote a check to one of these particular banks or w hatever
you want to call t hem, and t hey g ave me, advanced me
S200 rash and I over two weeks' time spent that $200 in my
p ocket . Cou l dn ' t i t be v er y we l l co nce i v e d t h at t ha t n ex t
check I go back to then would be the consecutive number if
there's still no checks, no cash in my account?

SENATOR LANDIS: No (laughter) . It's not. People use their
checks for that. Remember that it gets renewed once you get
paid so there is m oney in the account, you know, at some
point. And people use their checkbooks. Yeah, when checks
are a month apart and con secutive, it s trains my
credibility, my credulity. It may not strain yours but
you' re asking my opinion. In my opinion, no, that's not a
reasonable assumption, recognizing that not all minds agree.

SENATOR LANGEMEIER: Thank you.

SENATOR MINES: Senator Flood.

SENATOR FLOOD: My phone was ringing off the h ook f rom
payday loan places today and a number of folks that called
me that were in the business said, you know, we comply with
t he l aw. Ev en i f t hey do t h i s t hr e e - d a y d e a l , t. h e g u y d o wn
the street, he's so crooked he's going to still do it. What
kind...I guess, (laughter) they said it didn't matter how
many laws you passed, only the good ones will be abiding by
them and I really appreciate the ef fort put into this
amendment . I t k i n d o f b r i ng s bo t h t o t he t a bl e a nd f r om my
read of it, it just says that the three-day requirement may
be waived by the department.

SENATOR LANDIS: Actually, the three-day thing, the only way
t hat i s t her e i s i n t he ev en t . . . i t wou l d be us e d a s a
penalty if you had violated the law. And as opp osed to
l i f t i ng a l i cen s e, yo u c ou l d say , l oo k , you c a n s t a y i n
business but when you do this business for the n ext ye ar,
y ou' re g o i ng t o h ave t o f o l l ow t h i s t h r ee - d a y r u l e and
that's its application there.

SENATOR FLOOD: So let's say the bad egg down the street up
in Norfolk continues to try thi s a nd v io lates the
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requirement of three days. What can the g ood a ctor, or
violates the rule and this has restrictions...

SENATOR LANDIS: Okay . Le t's just say the person down the
street violates the law, right?

SENATOR FLOOD: Right.

SENATOR LANDIS: Okay .

SENATOR FLOOD: What can the good guy do or, you know, what
can be done to that person that continually violates?

SENATOR LANDIS: Look, there are substantial penalties that
can be done. The problem is evidentiary in nature, Senator
Flood . The d i f f i cu l t y i s , i f y ou ha ve a de s p e r a t e c l i en t
a nd an u n s c r u p u l ou s v e n d o r , . . .

SENATOR FLOOD:

SENATOR LANDIS: ...doing something that violates state law
actually ha ppens to be in bot h of their short-term
i nte r e s t s .

Um-hum.

SENATOR FLOOD: Yes .

SENATOR LANDIS: And that's going to be the problem. The
person down t he street who has an unscrupulous competitor,
is a piece that happens in business all the time. And on
occasion, some businesses just do enough, you know, what
they' ll do is they' ll go to the regulator and they' ll say,
I'm going to turn i n so and so and here's what I know,
h ere' s w ha t I ' v e he a rd . Here' s...his customer came back to
me when that screwed up and here's what the customer told me
or here's what I can prove. There's a difficulty in getting
one part o f an ind ustry to ra t out another part of the
industry because it's a downward spiral, you know. Once you
start revealing dirty laundry there's no...you know, that
doesn't end e a sily. It's a downward spiral. But that is
one place that you could look to, that, in fact, the banking
department is there and does have, you know, abilities to go
in and audit, follow a paper trail, and try to come up with
the evidentiary standard. The diff iculty is, this is a
group of people who are d esperate enough that they' re
willrng to do this and even achieve a pl ace where an
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o bjec t i v e
desperat e
And t ha t
p ressur e .

S ENATOR REDFIELD: Th a n k yo u . Sena t or Jen se n .

SENATOR JENSEN: Sena tor Landis, why sho uld we as
policymakers even promote ,.his type of activity or allow
this type of activity? A delayed deposit is n othing more
t han a l oan .

SENATOR LANDIS: Right.

SENATOR JENSEN: Why do we allow pe ople to make loans
without having to go through this process? In real estate
you' re not allowed to take a postdated check and there are
other instances the same thing. So why do we even want to
allow an ac tivity like t his to be on the books of our

person would say, you' re being exploited. But the
person says, I have no money and now I have money.
makes them subject to a good deal of coercion and
T hat' s my b e s t an s wer .

s ta t u t e s ?

SENATOR LANDIS: Yeah, and that's a fair question because I
certainly at the m oment in w hich this issue came to me
wrestled with exactly that one. A n d my a nswer came back
t hat y ou ' r e dea l i ng wi t h peo pl e who can n ot ge t cr ed i t
elsewhere, which is why this is so costly. They do not have
another avenue. I'm going to guess some of the money comes
because of convenience and ease in bookkeeping, but others
come because there isn't a small loan shop that's available.
You know, your small, typical small loan companies are now
doing business in second mortgages. They' re not making $700
loans or $1,000 loans or $500 loans. And there is no source
for this amount of capital other than a private transaction,
essent i a l l y a n un r e g u la t e d t r an s a c t i o n . A b ank i s n o t go i ng
t o do i t . A sav i ng s an d l o an i sn ' t go i ng t o do i t and a
historical small loan house isn't going to do it. It wil l
be done on the street or it will be done in this context.
If it's done on the street, again, i t has t he p r o b l e m o f t he
person who is desperate, dealing with somebody who will make
a loan under whatever terms. We certainly have a law
against loan s harking in th is state, against unregulated
transactions with usurious interest rates be cause of the
history of that phenomenon existing. This is a way to take
a practice which would otherwise be unregulated but e x ist,
and regulating it for a modicum of balancing of interests.
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The interest rate when you translate it i nto interest is
very high. It would violate a usury statute several times
over. On the other h and, there isn't a finan cial
i ns t i t u t i on t h at l en d s m oney t o p e o p l e w i t h n o m o ney . The r e
isn't a financial institution that lends money to people
with no money. This is it.

SENATOR PAHLS: Even though I would never use this, I t hink
there's a group of people who found a niche in the market
because there is a need for this for some people.

SENATOR LANDIS: An d , Senator Pahls, it's also t rue t h at
when this came up, our existing banking code was not written
in a way that made this obviously illegal on its face. So
i t sp r a n g up wi t h out pr act i c i ng b ank i n g, and wi t ho ut
violating the law, and yet businesses were open because that
niche market existed before the regulation exists. T he
regulation came about after the niche market revealed
itself. Howe ver, I must tell you that Sam Baird went out a
couple of years ago, a former banking director, and to give
somewhat of a light to what I' ve just told you, said he was
s urprised he saw a doctor in line that he knew. He saw a n
architect in l ine that h e kn ew . You know, it wasn' t
grizzled characters from Tin Pan Alley or whatever.

SENATOR JENSEN: No senators were there? (Laughter)

SENATOR LANDIS: No , I wasn ' t th e r e t h a t d ay ( l aug ht e r ) . I
do stop and there's a convenience store up by my house that
have a little, some of these check cashing operations when I
go in a n d ge t m y D i e t C o k e an d f i l l up wi t h ga s . He was
rather surprised to se e a broader spectrum of the public
t .han what y o u m i gh t n e e d , t ha t , i n fa ct , t h e co nv e n i e n ce a n d
immediacy aspect has produced part of t hat n iche m arket .
But also part of the niche market is people who can't get
money anyp l ac e e l se .

SENATOR REDFIELD: Thank you. Are there other questions? I
d on' t s e e a ny . Tha n k y o u , S e n a to r L a n d i s .

SENATOR LANDIS: Th a n k yo u .

SENATOR REDFIELD: Pr opo n e n t s ? I f yo u wo ul d p l ace s t a t e
your name and spell it for the record.
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JOHN MUNN: (Exhibit 2) My name i s John Munn, J-o-h-n
M-u-n-n. Ac ting Chairman Redfield, members of the Banking,
Commerce and Insurance Committee, my name is John Munn. I'm
director of the Nebraska Department of Banking and Finance,
I ' m appearin g t od ay i n sup po r t o f LB 568 , wh i ch wa s
introduced at th e request of th e de partment, and t he
a mendments w h ich Senator Landis has brought to t he
committee. LB 568 relates to the Delayed Deposit Services
Licensing Act which the department regulates. Licensees
under what is known as the DDS Act hold the customer's check
for a set period of time. The DDS Act was enacted to enable
customers to have a place where they could obtain small
amounts of cash on a short term basis for unexpected needs.
The act sets fees, penalties, and places restrictions on the
n umber of checks held, the dollar amount that can b e
o utst and i ng , an d t he m a x i mum l e n gt h o f t i me f o r ou t s t an d i n g
checks. The primary purposes of LB 568 were to provide for
additional consumer protections under the act, enhance the
a bi l i t y o f t he dep a r t ment t o m o n i t .o r t h o s e p r o t e c t i o n s , and
to update several of the act's provisions. Section 2 of the
original bill relating to the rolling over of checks was the
main focus of th e bill and caused concern within the
industry. As a result, a number of discussions and meetings
were held and the amendments were drafted which we be lieve
addresses the industry's concern while maintaining the
original purposes of the bill. The department appz'eciates
the time and efforts of Senator Landis and Senator Mines and
that of their staff in a chieving the results which are
reflected in the proposed amendment. Two provisions of the
original bill are carried over into these amendments. The
first is contained in section 3 and would create a s hort
form procedure for license applicat.ions made by entities
which have a s atisfactory record as a delayed deposit
services licensee. Under the act, licenses are granted on a
county by county basis. A licensee may have any number of
offices within that county, but has to o btain a separa e
license for each county in which it wants to operate. As
proposed, a h e a r i n g wo u ld no t be aut o m a t i c a l l y r eq u i r ed f o r
an entity which has at l east a three-year satisfactory
operating history in the state of Nebraska. A notice of the
appl i c a t i o n w o u l d s t i l l be pub l i sh e d b u t i f t he r e ar e n o
objections filed, the department could proceed to review the
application without the h earing process. T h e department
examines every licensee on a yearly basis so it will have
current information on a licensee's operations and its
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compliance with the act when it considers applications which
qualify under this section. This short form procedure will
provide efficiencies for the department and the applicants
while continuing the safeguards of the application process.
This section also updates the act by setting the time period
f or f i l i ng ob j e c t i o n s a g a i n s t a p p l i ca t i o n s t h a t a r e s et f o r
hearing at five days prior to the h earing. A second
proposal t h a t i s c ar r i ed ove r f r om t he o r i g i na l b i l l ,
although placed in a different statutory section than
originally drafted, is c ontained in s ection 4 o f the
amendment copy. Th is proposal would update the DDS Act by
allowing the department to issue notices of cancellation
which are surrendered...of licenses which are surrendered
rather than conducting lengthy revocation procedures. Thi s
sect ion wo u l d al so pr ovi de t ha t su r r en d e r i n g o f a l i c ens e
will not affect any l iability which may exist for
administrative fines if the licensee violated the act prior
to surrender, This proposal is a logical extension of the
statute which already provides that a licensee cannot escape
criminal or civil liability by surrendering its license. A
new p r o p o sa l wi t h i n t h i s amen d ment , wh i l e r e l a t ed t o
consumer protection, does not r elate to t he roll over
problem I will next discuss. Section 7 codifies the current
directive of the department relating to the penalty that can
be charged if a check is not negotiable on the date agreed
upon. The proposal provides that if a licensee requires a
customer to write two checks for what would have b een on e
transaction, then the licensee can only charge one penalty
if both checks are nonnegotiable. S ome l icensees require
customers to w rite two checks in the belief tha. they will
be able to collect at least one of th ose checks. The
department did not object to that practice, but took issue
with the licensees collecting two penalty fees for ch ecks
written at t he same t ime. The department notified all
licensees of its interpretation of the statute several years
ago and has r e q u i r e d r ef u nd s o f a l l doub l e pe nal t y f ee s
since that time. Sect ion 7 protects the consumer by
i nser t i ng t h at p r oh i b i t i o n znt o l aw . I ' d n ot l i ke t o t ur n
the focus of my testimony to the heart of the bill, how to
prevent roll overs in appropriately sanctioned licensees who
engage in this prohibited practice. Un der the DDS Act, a
licensee can hold only two checks for a customer for a
period not to exceed 31 days. The maximum amount o f the
check or ch ecks outstanding cannot be greater than $500.
The check mus t b e p a i d i n f u l l e i t he r t hr ou g h d e p o s it i ng t h e
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check so that it would be charged to the customer's account,
or by the customer coming into the business and paying the
obligation in cash A l icensee cannot accept another check
to pay off an outstanding check nor may a licensee roll over
a check for an additional fee. These provisions which were
p art of the original DDS Act are i ntended to keep t h e
c onsumer f r o m pay in g e x o r b i t a n t f e e s f or one t r an s a c t i o n a n d
to be able to pay off the debt on a short and timely basis.
Over the years that the department has regulated the act. it
has found the roll over prohibition the most difficult to
monitor and enforce. Customers who ar e part o f the se
transactions very seldom complain because of their financial
c ondi t i o n . Recor d s o f a l i mi t e d n umber o f l i c en s ees , w h i l e
suspic i ou s i n i n d i cat i ng po ss i b l e v i ol at i on s , d o no t
generally provide sufficient evidence for administrative
action, The original version of LB 568 addressed the
problem by proposing a th ree-day waiting period between
consumer transactions with the same licensee. The industry
argued that the proposal was potentially injurious and that
it penalized the entire industry for the actions of a f ew.
Industry and department concerns are addressed in t he
following ways by the proposed amendments. First, section 8
clear l y p r oh i b i t s any r e new a l , de f e r r a l , r o l l o ve r o r
extension of a delayed deposit transaction with one
exception. The only extension that would be permitted would
occur if the due date for a check is less than the 3 1-day
maximum. If a cust omer requests additional time and the
licensee does not charge an additional fee, the check may
t hen b e he l d up t o t h e 31 st da y . Pr oo f o f com p li a n c e w i l l
have to b e retained or t h ere w ill b e a rebuttable
presumption that the licensee did not comply. The
department believes that complete and clear definition will
f oresta l l any cl a i m t ha t t he ac t does n ot spe c i f i ca l l y
p rohi b i t r o l l ov er t r an s a c t i on s . Se ct i o n 8 wi l l a l s o al l o w
another transaction by a lic ensee with a customer on the
same day that a previous transaction is completed if b o th
the customer and the licensee verify in wr iting on a
specific form that the first transaction was completed, A
l i censee ' s f a i l ur e t o r et ai n or i t s i n ab i l i t y t o p r odu c e
this document for department examiners will create a
rebuttable pre sumption that the li censee violated the
section. The rebuttable presumptions built into t h is
section will provide the department with an effective method
to proceed against violators. Other provisions have been
drafted to allow the department a number of new tools fo r
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enforcement. First, the department will have authority
under section 1 to require a larger bond for licensees for
any reason i n c l u d i n g v i o l a t i on s o f t h e D D S Act or t r oub l ed
f i nanc ia l co nd i t i o n . Th i s wi l l pr ovi de a dd i t i ona l r eso u r c e
for consumers if the act is violated. Seco nd, licensees
will be required by section 2 to notify the department if it
terminates employees, agents, or insiders for violations of
t he a c t . Th i s p r ov i s i o n wi l l al l o w t he dep ar t m en t t o ac t
quickly, to de termine the i m pact o n the licensee, and
whether the licensee needs to co rrect any procedures.
Third, section 9 provides the department with the authority
to suspend or revoke a license if the licensee makes false
statements or e ntries in its books and records, or alters,
r emoves, o r des t r oy s any r e co r d s . Accu r a t e boo ks and
records are integral to the department's oversight and the
soundness of the licensee. In conjunction with this,
section 11 set s recordkeeping and record retention
provisions. This proposed new statute specifies certain
records which must be kept and provides for a three-year
retention period which should cover most collection periods.
The final and potentially t he str ongest enforcement
p rovision is conta ined in section 10 and gi ves t h e
department two new administrative remedies specifically for
r ol l ove r s . Th i s sec t i on woul d a l l ow t h e dep a r t m en t t o
order a licensee to return to the customer all fees charged
plus all or part of the full amount of the checks which were
rolled over in violation of the statute In addition, the
d epartment would i mpose a wa i t i n g p e r i o d b e t ween co mpl e t i o n
of a transaction and the start of another transaction upon a
licensee. Thes e remedies will directly address the roll
over problem. The amendments presented today provide a more
narrow, more clear, and more effective method of addressing
the concerns which originally prompted the department to
request Senator Landis to introduce the bill. I ask the
committee to a dopt these amendments to LB 568 and advance
t he b i l l t o Gen e r a l F i l e . Th ank you .

SENATOR REDFIELD: Thank you. Are there any questions?
don' t s ee a n y . Th ank y o u ve r y m u c h .

JOHN MUNN: Thanks, Senator Redfield.

SENATOR REDFIELD: Oth er proponents? Are there opponents?
Neutral testimony? Kurt.
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KURT YOST: Madam Chair, members of the Banking, Commerce
and Insurance Committee, my name i s Kurt Yost. That' s
K -u- r - t Y- o - s - t , Ms . Jan i ce . I'm here today representing
Midwest Check Cashing Inc., a client that I have represented
for 11 years. It's ow ned b y a man by the name of Mike
Medved, He could not be here t oday and I 'm here on his
b ehal f . He and I and t h e l ady w h o i s go i ng t o f o l l ow m e ,
Ms. Trina Thomas, who owns Payday (sic: Paycheck) Advance
here in Lincoln and also has delayed deposit operations in
several states, were part of the original group along with
your legal counsel, Mr. Marienau, and then banking chair,
Senator Landis. You are sitting there looking at me saying,
h ow did yo u ge t i n vo l v e d ? I ' m n ot qu i t e sur e , M a dam C h a i r ,
h ow I go t i nvo l ved 11 y ea r s ago . Bu t a f r i end o f m y
father's called me and said we need your help. I said, help
doing what? Well, we own a delayed deposit business and we
thank that the time has come that we need to be licensed; we
need to be regulated; we need to be examined; and we need to
be bonded, just as the Director of Banking pointed out a few
minutes ago. And I said, okay, that sounds really good and
g ood pub l i c po l i cy b ut wh a t i s a de l aye d d epo s i t ? Neve r
heard of it. And so over time I got to know what a delayed
deposit operation was and we proceeded down the p ath t o
c reate l eg i s l at i o n . An d f or m a n y y e a r s o u r l e gi sl a t i on w a s
a hallmark for a lot of other states as they tried to get a
handle on an i ndustry that has, as Senator Landis pointed
out, grown substantially not only in Nebraska but elsewhere.
And Ms. Thomas can, I'm sure, address t hat b etter than I
can. We appear here today, or I appear here today on behalf
o f m y c l i en t i n a neu t r a l po si t i on bec a use we h av e b e e n
party as the director pointed out and a s Se nator Landis
pointed out, we' ve been party to the process to try to come
to some workable amendments that not o nly address the
concerns of th e department, but maintain the viability of
the consumer so that they don't have to go and create a new
relationship down the street somewhere. And we could have,
in fact, brought in several consumers to at test t o the
viability of this business. The re ar e several in this
building who use delayed deposit services. Senator Landis
pointed out that some p rofessional people, teachers, law
enforcement, what have you. This is a business that I liken
i t a n d I m a y be wr o n g , b ut I l i k en i t t o mi dd l e - c l as s
Americans wh o , un f or t una t e l y , f r om t i me t o t i me m a y be
living paycheck to paycheck for whatever reason. Y o u also
have a smaller percentage of people that are called
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unbanked, i.e. they have no relationship with a c ommercial
bank and never have had. They may not even have a credit
history to speak of short of a relationship with a de layed
deposit when needed. Senator Landis talked about the cost.
I have brought along, and I would be happy to provide to the
committee a booklet, and I have provided it with two or
three of the members of this committee. I haven't gotten to
everybody. I' ve tried to get it to you, Senator Redfield,
but every time I came in you were busy, which is fine. T he
Consumer Research Cre dit Foundation commissioned five
economists to research and analyze the payday lending
i ndust r y . An d I p r ov i de d , i f y ou so de si r e , t o k i nd o f
background you on this business and this industry, who it
serves and how it serves them, and I think you'd be amazed.
And if you take a look at middle-class Americans they do not
want to write an insufficient funds check, but yet they have
an emergency. And they need $400 because somebody has shot
o ut wi t h a BB g u n t h e i r wi n d s h i e l d o r t h e ca r wi nd o ws , a s I
read on the front page of the Lincoln paper the other day.
And, oh, by the way, the insurance isn't going to pay for it
because it's only going to be $418 and my deductible is
$500, bu t I do n ' t hav e $ 4 1 8 an d h o w am I g o i n g t o dr i ve my
miniva n an d ge t my k i d s t o schoo l ? Ah a . We l l , t ha t ' s why
we have this service. I can assure you that, for the m o st
part, commercial bankers do not want to make a $400 loan.
They can't afford to with the r ules and r egulations of
t oday' s t i me s . Th ey wo u l d make a $ 4 , 0 0 0 l o a n i f yo u co u l d
qualify, but they aren't inclined to make that $400 loan.
But the payday lender meets that need and meets the need of
that middle-class American who has an unexpected emergency.
As I s a id, we have worked with the department and we have
come to what Mr, Munn pointed out is a white copy draft that
we kind of put together on Friday morning in Senator Mines'
office with the department, Laurel with Senator Landis'
office just gave myself a copy of it. We are in a position
where we w ant t o look at it. My client only has two or
three observations. One would be in the area of, and I have
discussed these with Ms. Patty Herstein, legal counsel for
the department. One would be in the area that Director Munn
talked about where you n otify the department if you let
someone go, Hi s concern is is that, are we violating
privacy laws and i s s omebody going to get sued i.e. my
client? Certainly, the department is not going to get sued,
That's a concern of my client. Another concern he has would
be and it has to do with that area of t h e 31 days. My
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client does not charge a fee to that point, but what happens
is is sometimes you extend it as a courtesy as a good client
because (A) there's an emergency in the family and they' re
out of town. They' re sick and they c an't come i n and
conduct business. If you cannot come in and conduct your
b usiness, how are you going to get a notice? That 's h i s
question. How are we going to be able to get both parties
on a notice? He has a concern there. The department is
going to work with us in the area of being able to pay off
the note or the transaction either by cash, which the vast
major i t y d o , or b y d epo si t i ng t he c hec k , or b ec au s e o f
check 21 in the 21st century we' re looking at automated
clearinghouse, the ACH electronic process. Ms. Herstein and
the department tell me that is a process that can be done by
director edict and s o at some point we' ll be talking with
the new di r ec t o r abo u t t hat . I don ' t t h i nk I ' m mi ss i ng
a nyth in g h e r e . I ' m ki nd o f sho o t i n g f r om t h e h i p . We have,
as Senator Landis pointed out, tried to ma intain the
integrity of the industry. The department is certainly
looking and concerned about the p otential for some bad
actors, not a whole lot of them but there perhaps are. The
attitude of t he industry is, is fine, find them, kick them
out of the industry, revoke their license, which they have
the a ut ho r i t y t o do , or as Mr , Mun n p o i n t e d ou t , t here a r e
several substantial fines and penalties that can be e voked
and are proposed. The vast majority of this industry wants
to conduct business in a solid, sound manner and we, too, we
don't need the bad actors. And with that, I would entertain
any questions, keeping in mind that I'm not a pr actitioner
nor a t echnician. But the lovely lady b ehind me or
f ol l o w in g me i s bu t I wo u l d ce r t a i n l y ent e r t a i n any
questions because I do have the history.

SENATOR REDFIELD: Are there questions? I do have ore.
More and more we' re seeing funds transferred electronically
checks, payday checks are deposited electronically. All of
a sudden you get the notice when you a ppear at work o n
Friday, oops, we had a technical error and that deposit that
you were counting on b e ing in your bank account today is
g oing t o b e d e la y e d t i l l Mon d ay . Bu t f i v e da ys a go y o u
mailed the credit card check because you knew that it was
going to take time to get there. All of a sudden you have
some checks that might bounce if that deposit is not there.
I think that's kind of an accurate picture of what you' re
seeing z.n middle day America. Wha t's the average bounced
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check charge now that a bank might have?

KURT YOST: Senator Redfield, I can't tell you for sure but
you' re pr o b ab ly l o ok i n g i n t he $2 0 t o $2 5 r a n g e .

SENATOR REDFIELD: So . .

KURT YOST: De pending on where and i n some situations,
particularly in ru ral Nebraska with the community bankers,
where you' re known on a personal basis, you may not even get
any. I me a n , i t ru n s t he g am u t . Bu t I ' m go i ng t o t e l l y ou
that in my b est guesstimate (phonetic) it would be in the
$20 to $ 2 5 r a n ge . I h av e nev e r h ad one , t ha nk t he go od
Lord, but., unfortunately, one or two of my children have and
since I guarantee their accounts or did at the one point
guarantee their accounts, I nave seen some check ch arges
come through. One of th em was o n a $40 range on one
account .

SENATOR REDFIELD: So you could have a $10 check out there
with a $40 fee for...

KURT YOST: P rec i se l y .

SENATOR REDFIELD: . . . i nsu f f i c i en t f u n d s a n d a n o t h e r f ee f o r
the creditor that you actually issued the check to.

KURT YOST: P rec i se l y .

SENATOR REDFIELD: So if you somebody has a few of those
o ut, I cou l d s e e how i n a si t uat i o n l i k e t ha t , pay i ng som e
interest that looks exorbitant may be a bargain.

KURT YOST: Senator Redfield, you hit the nail on the head,
believe it or not. A n d in th is st udy, these e conomists
would show you the APR difference, assuming a standard
delayed deposit fee vis-a-vis an insufficient fund check fee
on just $100 check. I saw my one son, Senator, end up with
$ 80 i n i nsu f f i c i en t f u nd ch e c k f e e s o n a $ 90 c h e c k .

SENATOR REDFIELD: Okay, thank you.

K URT YOST : Now I wi l l . . . l e t me de f e nd t h e co mmerc i a l
banking industry here just a m inute (laughter) . To day,
a lot of banks today offer their customer insufficient check
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coverage which has gained some steam. There are some
skeptics, there are some regulators who are skeptical, but
it has gained some steam because it does protect that bank
customer against that exact notion that you just pointed
out, the insufficient funds check. And the other thing, and
I t h ank yo u f o r po i n t i ng i t ou t , wh i ch i s why t he payd a y
l endin g i n dus t r y i s wh a t i t i s , an d t hat ' s w h y m i d d le - c l a s s
America uses it. This is not a back alley operation, ladies
and gentlemen. It just isn' t. Now years ago it might have
been perceived as that but it's not.

SENATOR REDFIELD: Th a n k y o u ve r y m u c h .

K URT YOST: T h a n k y o u .

SENATOR REDFIELD: Next testimony neutral?

KURT YOST: And I wo uld be happy to provide anybody with
t hi s s t u d y i f t hey ' d l i ke t o l oo k at i t .

TRINA THOMAS: Hello, my name is Trina Thomas, T-r-i-n-a
Thomas, T-h-o-m-a-s and I'm president of the Nebraska
Association of Check Cashers and the ow ner of Pay check
Advance. I have 16 stores in the state of Nebraska. I have
stores in seven states, approximately 60 stores. I' ve been
in the industry since 1992 and was on e of the original
people w h o w o r ked w i t h D av e L a ndi s o n t h e o r i g i n a l b i l l . I
don' t k n o w i f . . .y o u ' l l excu s e me , p l e a s e. I h ave a co l d .
If everyone knows how a delayed deposit transaction works
but I thought I might tell you a little bit about that. A
customer comes rnto the s tore and fills out a sho rt
application, let's say compared to what they might fill out
at some other place for a loan. And we verify some items
and the customer writes us a check and we k now when the
customer writes the check that there are no funds in the
account to cover the check. However, we issue the money and
we set up a due date. At that time, which the law says can
be no longer than 31 days, then we take the check to the
bank and deposit it or the customer comes in and pays for
the check. Sena tor Langemeier, I know t hat you said
something about consecutive numbers on the checks and w h at
you said z s true, t hat s ometimes you do see consecutive
numbers because the people don't have any money i n th eir
account and t hey don't write checks because of some of the
bank charges. And I know what you were talking about, too,
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because one o f t h e th ings that w e re quire is a bank
statement. And I' ve seen bounced check fees from $200 to
S300 a month on some people. It's pretty incredible. But
if the customer gets paid on a certain date, and writes
maybe f ou r or f i v e b i l l s a nd t hey bo unc e , t hen I ' v e see n
a lot of high bo unced check fees. If there's any other
q uest i o n o n h o w . .yes.

SENATOR REDFIELD: Senator Flood.

SENATOR FLOOD: Thank you, Senator Redfield.
would ask if I wanted 500 bucks,...

TRINA THOMAS: Um -hum.

SENATOR F L OOD: ...what would I have to write you a check
f or when I ' m at you r wi nd o w ?

TRINA THOMAS: Fi r s . o f a l l , w i t h t h e l aw y ou can ' t g e t $ 500
(laugh) .

SENATOR FLOOD: How much could I get?

TRINA THOMAS: Four...let's see, I'm not exactly sure of the
number S400 an d . . .

SENATOR FLOOD: How about if I take 395 bucks?

I g ue s s I

KURT YOST: 43 0

TRINA THOMAS: Is that what it is...what...430.

SENATOR FLOOD: Ok ay, so I want 429 bucks.

TRINA THOMAS: Yea h .

SENATOR FLOOD: What kind of check do I have to write you to
get. t h a t ?

TRINA THOMAS: $500.

SENATOR FLOOD: So, oh, you make 65 bucks.

T RINA THOMAS: Ri g ht .
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SENATOR FLOOD: Okay. On average, what is y our i nterest
rate i f w e we r e t o t r ea t t h i s a s a l oa n ?

TRINA THOMAS: Let ' s see, it var ies, of course, on the
number of days so if a customer has payday let's say two
weeks out or 31 da ys . . .

SENATOR FLOOD: Okay.

TRINA THOMAS: ...then it's going to vary.

SENATOR FLOOD: So that 50 0 bucks, would that be for a
t wo-week p e r i o d o r ?

TRINA THOMAS: Us u a l l y w e s e t i t up un t i l t h e cu st o mer ge t s
paid the next time.

SENATOR FLOOD: O kay.

TRINA THOMAS: Or ac t u a l l y n ot t he nex t t i me . We u su a l l y
set it up when the customer comes in so that they ge: p a id
or the check is d u e n ot the next pay period but :he one
after that,...

SENATOR FLOOD: Okay.

TRINA THOMAS:
money

SENATOR FLOOD; So would they pay a pro rata share of the
interest to the date? Say they pay it off early.

.because they usually don't have enough

TRINA THOMAS: Uh - hu h .

SENATOR FLOOD: They wouldn't pay the full 65 bucks. They' d
pay a pro rata share of that?

TRINA THOMAS: N ot o n t hi s s t a t e . I n Vi r g i n i a t he y wou l d .

SENATOR FLOOD: It would be a flat rate, 65 bucks.

TRINA THOMAS: Ri gh t .

SENATOR FLOOD: There's no incentive to pay it off early.
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TRINA THOMAS: Right. But the average number of days th at
we hold a ch e c k i s abo u t 2 1 .

SENATOR FLOOD: Okay . How many people bounce checks with
y ou? I mea n , i s t h at . .

TRINA THOMAS: Quite a few.

SENATOR FLOOD: What's your recourse against someone with no
money when t h e y b o u n ce a c h e c k ?

TRINA THOMAS: Wh at we try to do , we cal l them in the
morning, we call the banks to verify funds if a check is
due. Let's say it was due today. We would call the banks
to verify funds because we don't want to deposit that check
and cause a customer to have more bad check charges.

SENATOR FLOOD: Okay .

TRINA THOMAS: S o what we do is if I were to cal l a
customer's account and the customer did have the money then
we have a bank runner, somebody personally goes down there
arid gets the money.

SENATOR FLOOD: Do you find people that become customers
once get into a cycle where they' re kind of getting behind
the eight ball where every two weeks they got to come in
because they spent the next paycheck's money before next
paycheck and do you see that kind of a cycle?

TRINA THOMAS: It 's so kind of strange because it varies
from store to store on what, you know, and it's surprising.
We have what's called an update form of information if we
haven't seen the customer so there is certain stores where
we look at the history and we see that the customer hasn' t
been i n f o r t h r ee o r f ou r m o n t h s an d s o we ha ve t o f i l l o ut
and stuff. But there's other stores where people...

SENATOR F L OOD i We l l , I app r ec i at e
q uest i o n s . Th ank y o u ve r y m u c h .

T RINA THOMAS: Su r e .

SENATOR REDFIELDi Ar e there quests.ons?

y ou an s w e r i n g t he

Senator P a h l s .
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SENATOR PAHLS: Y eah, I just have, because I h eard some
d i f f e r e n t f i g ur e s t han w h a t I ha d l o ok e d a t . I t ' s S15 pe r
h undred , . . .

TRINA THOMAS: Um-hum.

SENATOR PAHLS: ...maximum days 31. The maximum amount it
says here $500 in the state of Nebraska.

TRINA THOMAS: Right for the check, that's the face of the
check.

SENATOR PAHLS: Ok ay .

TRINA THOMAS: T h a t i n cl ud e s t h e t wo .

SENATOR PAHLS: Okay. So, but basically 15 per hundred.

TRINA THOMAS: Ri gh t .

SENATOR PAHLS: Okay. I just...okay.

SENATOR REDFIELD: Other questions? I don't see any. Thank
you, Ms . T h o mas.

TRINA THOMAS: Okay.

SENATOR REDFIELD: Do you ha v e a n y . . . ?

TRINA THOMAS: I didn't know if you guys had any...anything
e lse?

SENATOR REDFIELD: Did you complete your testimony?

TR1NA THOMAS: I was just going to say something more about
the bounced check fees or what we see, you know, coming from
the banks and stuff.

S ENATOR REDFIELD: G o a h e a d .

TRINA THOMAS: When we look at that as an interest rate, you
know, for people...we see a lot of people with bounced check
f ees that are coming in now. And I know th i s week th e
Kentucky House just passed a bi ll that raises the total
amount f r om $ 5 0 0 t o $ 1, 0 0 0 b e c a us e w hen w e t oo k t h i s b i l l
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o ut i n '94 the amount that we set, $500 was the amount that
a person would need to pay rent for a month. And there has
b een such i nf l at i o n n o w t h a t a l o t o f t i mes g e t t i ng 4 00 and
something doesn't really help, it doesn't even makea car
payment for them. But there have been a couple o f states
now that are advancing the amount in the bills to 1,000 and
that's the end of my testimony.

SENATOR REDFIELD: Tha n k y o u.

TRINA THOMAS: Th a n k y o u .

SENATOR REDFIELD Is there other testimony? I don 't see
a ny. Se n a t o r La n d i s , w o u l d y o u l i ke t o cl os e ?

SENATC.. LANDIS: Understand that t hese ar e f ees, no t
interest. However, if you take a look at S enator Pahls'
information which dovetails, by the way, with Ms. Thomas's
information and that is, that is $15 per hundred. That $15
is for the use of $100 and we would think of 15 percent
interest as the use of a hundred dollars for a year. If i t
was for the us e of 12 . ..if you broke that into twelves
because it was doing once a m onth, that would then be
180 percent if you h ad a hundred dollars and paid $15 per
m onth f o r t ha t . Bu t t h i s i s a pa yd a y l o a n w h i c h c a n b e d o n e
every two weeks so if you reduce it to an answer as to
interest, the a nswer i s tha t it could be 360 percent
interest which is the price of the use of a hundred dollars
for two weeks at a cost of 15 bucks. But it's not interest
because, in fact, as you said, it's not like it's measured
day b y day l i ke i nt e r e s t i s . I t i s an adm i n i st r a t i v e f ee .
It says for the loan of a hundred bucks you charge 15 bucks
till the next payday and t hat could be...it could be as
short as two weeks. It could be as long as 30 days but it' s
meant to go from payday to payday. My guess as M s . Thomas
was saying, yes, there are occasions when it's the case that
there are consecutive checks. I also heard her testimony to
say, yes, I have i n stances in which people write four or
five checks right in a row and they have the problem of bad
checks. I'm inclined to think that people who have checking
accounts use it for th a t pu rpose and so I'm inclined to
t h ink t h a t t he bo d y o f ev i de n c e t h a t t he b an k i n g d epa r t m ent
has brought you i s a rea sonable, rational, and shows a
problem. I think it's somewhat reinforced by the fact that
if I understand your argument, or that what you' ve got from
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constituents was, I'm a good actor. The guy down the street
is a bad a ctor, but the law is not going to catch him so
don't make my life more difficult. In there so meplace I
think is some admission that says, we could do a better job
at following the law.

S ENATOR REDFIELD: Th ank you, Senator Landis. That wil l
c lose t h e h e a r i n g o n (L B ) 56 8 . An d y o u ma y o pe n o n L B 6 9 3 .

LB 693

SENATOR LANDIS : (Ex hi b i t I ) Ju s t f or you , p a l . Cha i r ma n
Redfield, members of the Banking, Commerce and In surance
Committee , Dav i d Land i s , p r i nc i p a l in t r odu c er o f (LB) 6 93 .
On behal f o f N I F A, T i m w i l l be up he r e , I t h i n k , sho r t l y t o
t el l yo u a bo u t h o w N I F A i n t en d s t o u se t hi s au t ho r i t y . The y
actually have two bills. Your committee will see another
one with respect to military housing and so mething else
under the introduction of Senator Mines. This is a separate
b i l l t o g i v e NI FA t he au t hor i t y f o r f i n anc i n g e c o nomic
impact projects. Senator Jensen had made a teasing remark
about the n o stalgia of color-coded little maps that I used
to do when I was on this co mmittee. I find that it' s
helpful for me to sense what a process is if I can draw it
out and so I'm imposing my own way of learning on yo u to
tell you about accessing through this bill a federal
program. The federal program's goal is actually, I suppose
the goal i s in this orange box at the bottom. The orange
box at the b ottom is w here a sm all business or an
agri-business, and a small business operating in an eligible
census tract. This is no t a cross border to border but
census tracks that have indications of need, by the way in
my own esty, these are the eligible tracts of land in Omaha.
I t wou l d b e t he t r ac ks o f a r ea t ha t we m ost sp e c i f i ca l l y
know as lower income, less high end areas of the city. B ut
the federal government has a special program for small
businesses and agri-business. You have to be in an eligible
census tract and you can't be in essentially a sin business.
A massage parlor will not be a ble to get one of the se
federal...they' re not the goal for this particular federal
program. I' ll tell you what the goal of the federal program
is and that is to create patient capital for small business
in difficult census tract areas for growth, patient capital,
not capital that demands immediate return. So the federal
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government creates a body of tax cre dits to support
eventually lending to small businesses and agri-businesses
for seven years or longer patient capital, something that' s
not. particularly in the marketplace at the moment, for which
the federal government wanted to encourage. So in the upper
right-hand box is the federal government, the treasury
department who has ta x cr edit authority and t hey c an
allocate these tax credits to states, and to people who are
prepared to administer them. At the bottom, the orange box
is to whom the ultimate beneficiary of this program exists.
Small businesses and agri-businesses in n eed of patient
capital, c ould be loans, could be e quity, could be
convertible debt. Upper right-hand corner is the source of
the tax c redit which is a federal tax credit. It is given
by the reasury department. It is on a c ompetitive basis
year by y ear as to who gets to administer the credits and
what states get to give the c redits. So what are the
missing pieces? What's this bill about? Well, start in the
upper l e f t - ha n d c or ne r , t h e NI F A , o u r N e b r a ska I n v e s t ment
Financial Authority, not backed by any state dollars, not
backed by the pledge o f t h e st ate of Nebraska. It is
recognized in state law, but it is es sentially the r ough
equivalent of re venue bonds. Bonds that hold an income
stream from whatever source, lend out money, get the mo n ey
back, pay of f t h e bonds. NIFA is not backed by the full
faith and pledge of the credit of the state of N ebraska,
NIFA w o u ld mak e t he ap pl i ca t i on . NI FA wou l d ma k e t h e
application to the treasury department. I t would make an
application for tax cr edit authority which is now going
unused in the s tate of N ebraska. It 's go ing unused
elsewhere but not here. NIFA would make that application
for some tax credits, federal tax credits and the tr ea..ury
d epartment , i f t h ey bou gh t o f f o n t he app l i c at i o n , w o u ld
authorize tax credits up to "X" amount. By the way , the
app' i c a t i on that they' re contemplating, I thi nk, is for
$40 mi l l ' on . The t ax c r ed i t s g o t o an i nv e s t me nt
consolidator, quite likely a limited liability corporation.
In this case, NIFA would intend to cre ate th e inv estment
consol i d a t o r and esse nt i al l y own i t . Then h a v e a
r ela t i o n s h i p wi t h i t o n a co nt r a ct b as i s i n wh i ch NI F A w o u l d
do administration, education, and compliance costs, and they
would do that on a contractual basis in which NIFA was paid
back only the actual cost of those functions that it would
p lay f o r t he i nv e s t m e n t con so l i da t or . The i nve s t me n t
c onsolidator i s the hub; it's the most important part. B y
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the way, a bank could become an investment consolidator. A
private sector area could become, they just have never
wanted to be in this state and one of the reasons is, i t' s
relatively complex. And it's not necessarily, particularly
money making to be an investment consolidator. What an
i nvestment co nsolidator is is it ' s s omebody who h a s
essentially gotten these federal credits. They then
establish a l ink to a lender or an investor. The lender
gives money to the investment consolidator. They loan it to
the investment consolidator. The investment consolidator
turns around to ma k e lo ans to the small business and the
agri-business. Now the small business and the agri-business
need to repay the investment consolidator. The lender who
has lent the money to the investment consolidator gets their
money back, because it is a loan, and they get the interest
on that loan that they' ve made, and they get the tax credits
which are created by the federal government and essentially
given to t he investment consolidator to disburse. W hat i f
you don't do this bill? Well, nothing particularly bad will
happen, We' ll be in the status quo. Agriculture will look
for their resources from a mong the existing lenders t.hat
they have. Small businesses will continue to go to the SBA.
They' ll go to any of the existing banks. They' ll try to do
their money in the marketplace as it exists. If you don' t
do this bill, people will continue to do business in
Nebraska like they ar e be cause th ere is no investment
consolidator. If you do pass the bill, NIFA will go forward
with an application. The app lication, if th e tr easury
department was to act on it and give them $40 million of tax
credits, those tax cr edits would le verage potentially a
greater amount of money. That greater amount of money would
then be subject to loans to small business and agri-business
at a p at i e n t . q u a l i t y , a nd i n a pa t i e nt a m o un t t ha t ho pe f u l l y
would f i t t he i r need s . Th e l e nd e r s a n d i nv e st o r s o f t h i s
stat e who wou l d make u se o f t he i nve st m en t co n s o l i d at or ,
would get...they would have to lend for essentially small
business and agri -business, but they would be motivated to
do so because they would get th i s t ax cre dit for thei r
money. Other wise, they co uld be the lender and investor
right now who would d o it for the small bu siness and
agri-business, But they might m ake m ore u s e of this
because, in fact, they had the leverage of the federal tax
c red i t . What I t h ink i t me ans i s if the federal
government's theory is right and a number of states use this
and qu i t e e f f e ct i v el y , i t wi l l p r od uc e a l ar ge r po ol o f
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money to lend small business and agri-business than what now
exists because lenders and investors choosing among all the
t h ings t h e y c o u l d c h o os e t o i nve s t i n wi l l be mo t i v at ed t o
do it in this area because essentially the presence of a tax
credit that they' ll get if they choose to lend in this area.
NIFA is here to explain and justify why they should do this
task and what its eventual good will do. However, I thought
that this was an opportunity for the state to consider. I
do hear from small businesses who say that it's hard to get
a commercial loan. It's hard to get a commercial loan o n
the terms that fit their business cycle. I hear the same
thing about the agri-business but I am at arm's length a nd
what I report to you is secondhand information at best. I,
in fact, do have a small business myself and, in fact, have
a lender who I ha v e a perfectly good relationship with.
I ' ve had no d i f f i cu l t y g et t i ng cr ed i t but I ' ve he ar d t hat
secondhand. And perh aps you' ve heard that. If you have,
then perhaps this idea holds some interest to you. If we
don't do i t , the status quo will remain what it is. If we
choose to do this, we will use the tax credit mechanism to
develop and leverage a pot of money, a pool of money which
could be lent to small businesses and agri -bus i nesses at a
patient and, hopefully, low cost basis.

SENATOR REDFIELD: Thank you, Senator Landis. Ar e there
questions? You must have explained it well. Thank you.

SENATOR LANDIS: Well, we' ll see. We' ll let Tim come up and
correct my paper, see if I described the process accurately.

SENATOR REDFIELD: Proponents, please.

TIM KENNY: Thank you, members. My name is T imothy Kenny
a nd I...T-i-m-o-t-h-y Ke nny, K-e-n-n-y, and I 'm t h e
executive director of t h e Nebraska Investment Fin ance
Authority. And it ' s been m y pl easure to serve in that
capacity now for almost 12 years. Very excited about th is
particular proposal called the New M arkets Tax Credit
because as a tax man and a recovering accountant I can tell
you that it's the first tax incentive bill I' ve seen come
out of the federal government for small businesses for some
years that has the best of the housing tax credit program,
which is a program NIFA has administered on your behalf for
some 15 or 16 years, but ta kes i nto c o nsideration the
needs...the particular needs of two groups. One is the need
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f or f l e x ib i l i t y on t he i nv est or s i de and t he need f o r
f l e x i b i l i t y on t he sma l l b u s i ne s s s i de . I h av e a gr ea t b i g
book of information here about the New Markets Tax Credit,
probably more th a n y o u re a l l y wan t t o kn o w b u t I t h i n k I ca n
summari ze it best by saying, this is simply an opportunity
to capture the opportunity, to use th e N e w Ma rkets Tax
Credit in N ebraska and to optimize that resource for our
small businesses in the state. This is unique in that it is
a compet i t i v e a p p l i c a t i o n. We h a v e t o a p p l y o n beha l f , i t
is not an entitlement to states like the housing tax credit.
It is one where we have to demonstrate to the department of
treasury through their fund that we have a proactive program
to educate and train individuals in businesses as to how to
access it. Th e targeted beneficiaries are a small growing
business in Nebraska. As the se nator says, i t provides
patient capital. It reduces the risk by providing an
a ddi t i o na l i nce n t i v e a n d e v e n more e x c i t i ng t o u s , d i f f er e n t
from other venture capital type e ndeavors, it do esn' t
require the owner/operator to give away ownership which is
something that small businesses often hesitate to do with
respect to v enture capital funds. It also has as targeted
b eneficiaries banks and financial institutions who try t o
meet their c ommunity reinvestment obligations, but have a
hard time doing so on the investment side of the test. The
loan side o f th e test is relatively easy to make, but the
investment side of the test is very difficult for banks and
f i nanc ia l i ns t i t u t i o ns t o com p l y w i t h . Th i s g i v es t he m a
vehic l e , a nd t hat ' s w h y y o u h a v e t h at con s o l i da t o r , an d t ha t
gives them that vehicle to m ake a n in vestment into the
consolidator th at then makes th e loans d own or the
distributions down to the small businesses. The benefit to
the state is that it keeps us competitive with other states.
The state of Wisconsin, for example, has a hundred million
dollar authority that they' re already deploying into t he
community so it keeps us competitive. It connects us with
other partners. This is a thin sub sidy, about 17 to
20 percent on a net basis so it helps us leverage a resource
and i t he l ps u s d eve l o p pa r t ne r s h i ps wi t h f i nan c i a l
i ns t i t u t i o ns i n t h e st a t e t o mak e l oan s an d equ i t y
investments in th ese s mall b usinesses. It help s keep
busir ess, keeps businesses in this state and a s y ou ha ve
heard previously, this is a 100 percent federal resource and
does not require state funding. The benefit to citizens is
jobs, g o bs , j ob s , j o b s . I t h el p s sm a l l bu si n e s ses gr o w and
small bu sinesses create jobs. It crea tes ownership
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opportunities, creates opportunities for business to expand,
especially in t hese targeted areas, and it also creates an
opportunity for us to bring resources and patient capital to
very small businesses. It's not hard to get the big loans.
It.'s not hard to get loans over...a million dollars or more,
$500,000 loan or more. Bu". it is hard to get small loans.
NIFA's role in this process would be t o bri ng t echnical
expertise to m atch this with other resources, to provide a
statewide access to this resource because we do se rve the
entire state, and to mesh this with other modern resources
t hat we c a n b r i ng f o r j o b g r ow t .h and b u s i n es s c r e a t i o n . We
focus on job growth and business creation in our industrial
side of our assignments. W e provide technical expertise,
consol i d a t i o n , c apa c i t y . We a l so ha v e ot he r r i sk r ed uc t i on
tools that we can bring to the foray in terms of guarantees
if it 's necessary, collaboration with c ommunity-based
organizations other than the borrowers and other resources
as they b e come ava i l a b l e . I wo u l d c l o se j u st b y say i n g t ha t
t hi s l ook s t o b e t he new p a r a d i g m t h a t w e ' r e s e e i n g o u t o f
the current administration. As you' ve seen, there have been
a number of proposals to reduce existing programs. This
program has not been impacted by the president's current
consolidation of proposals. In fact, it has been supported
by t he admi n i st r a t i on an d I t h i nk i t i s beca u s e i t ' s a
leverage resource that has broad distribution, so I think
you might see m ore p rograms like this in the future and
Nebraska certainly wants to be prepared to capture them.
With that, I'm prepared to answer questions.

SENATOR REDFIELD: Are there questions? Senator Jensen.

SENATOR JENSEN: Is the $40 million that is talked about, is
that allocated to Nebraska or is that...float up and down
o r . . . ?

TIMOTHY KENNY: We ' ve a s ked f o r $4 0 mi l l i o n o f au t ho r i t y .
The $40 million means that $40 million worth of authority
would yield about a 39 percent tax credit on $40 million, so
that would bring $16 million of tax credits xnto the state
when $40 million was l ent out or distributed or invested.
So the way t h e mat h wo r ks , I ' m d o i n g 4 0 p e r c en t i n st e ad o f
39 percent but, essentially, for every dollar invested, and
we' ve asked fo r $40 mi l l i on wo r t h o f au t ho r i t y , i t wal l
yield a 39-cent federal tax credit for every dollar invested
payable o ut ove r seven y ea r s . So t her e ' s a se v e n .year
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restrictive period that the money has to stay out and has to
stay out the entire seven years in order for the tax credit
to be earned. And it's an annual allocation so we would
apply each year for an additional authority,

SENATOR REDFIELD: ( Exh i b i t s 2 and 3 ) Thank yo u . Ar e t her e
other questions? I don't see any. I want to read into the
record two letters in support for LB 693, the Nebraska Farm
Bureau Federation and the Nebraska Bankers Association. And
Chairman Mines, I'm going to hand the chair back to you.
We' re w ork ing o n p r o p o nents .

SENATOR MI¹S: Thank you. Thanks for your testimony. Have
you done the show of hands? You' re a proponent, is t hat
right? A ny other proponents please raise your hand. I see
two more. Those wishing to speak...three more, I'm sorry.
Those wishing to speak in opposition, any hands? And those
wishing to speak in a neutral capacity? You ' re u p, my
f r i e n d .

JOHN JORDISON: Chai rman Mines, members of the banking
commit t ee , my name i s Joh n J or d i son . Tha t ' s spe l l e d
J -o - h - n . Last n a m e i s J -o - r -d - i - s -o - n . I am di r ec t o r o f
Government Affairs and Economic Development for Great Plains
Communications which is headquartered in B lair, Nebraska.
We provide telephone, Internet, and cable services to
76 communities across Nebraska, a ll four corners of the
state. We cov er 13 percent of the state's geography. And
we are truly a rural telecommunications company. Our
largest community that w e serve is 1,600 population. We
have many, many communities of two, three, four hundred
p ersons and i n a dd i t i on t o p r ov i d i ng h i g h sp e e d I n t er n e t
access to all of our customers which is crucial to rural
economic development, we a lso, as a company, contribute
thousands of dollars each year to fire stations, community
centers, truly community projects. We provide many more
thousands of dollars a year in terms of he lping to fu nd
local economic development corporations, entrepreneurial and
leadership development courses. And beyond that, we provide
tens of thousands of dollars each year in conjunction with
the USDA in terms of being the guarantor for the ru r al
economic development loan program which would help fund
small manufacturers, as an example. Now I say all this not
because I think that our company deserves a pat on the back
and indeed it is not just altruism. It is self-preservation
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because we are seeing a lot of our customers go a way e ach
year either courtesy of t h e mortician or courtesy of the
moving van. So there's a real selfish interest on our part.
When I first learned about the new era tax credits last year
from Mr. Ke n ny, I t h oug h t t h i s i s gr ea t , t h i s i s on e mo r e
tool. It is terribly difficult in our quest to help create
new jobs in rural Nebraska. We need all the tools we can
get. W e just see this as one more tool. I would urge your
favorable consideration of LB 693. I thank you fo r yo ur
t ime .

SENATOR MINES: Tha nks, Jordie. Questions? Seeing none,
t hanks a l ot .

JOHN JORDISON: Thank you, Senator.

SENATOR MINES: Go o d job. Next testifier in su pport?
Testifier number two, two of four. Welcome.

TODD HEI S T AND: I ' m T odd H e ist a n d . I t ' s T - o - d - d
H-e- i - s - t - a - n - d . I ' l l be br i ef a s y ou r time is v aluable.
I'm with Nu Style Development from Omaha, Nebraska. We' ve
done a lot of previous lo w-income housing t ax credi t
pro)ects along w ith historical mix. We are in the process
right now of doing a new market tax credit just n orth of
downtown O maha . I t ' s a $2 0 mi l l i o n p r oj e ct and w e s t ar t e d
out back in July along with a na tional bank, national
syndicator, and a national nonprofit trying to put this
thing together. And they are very complex and, h opefully,
we' ll close maybe b y the end of this month. In t he
meantime, we' ve actually had to start the project because it
has taken me time to put it t ogether. I guess we are
thrilled to s ee th at N IFA is stepping up to the plate to
t .ake on this role of helping teach, and train, and take o n
this part o f bringing the credits into Nebraska. I had to
go out of the state in order to get t he cre dits j ust to
start. with for t his pr oject and I do get calls weekly of
people calling, you know, how are you doing on this project?
So I t h i n k t he t r a i n i ng p i e c e o f i t i s v er y c r i t i ca l f or
NIFA t o b e ab l e t o do t ha t p i ec e o f i t wi t h a l l t he
nonpro f i t s i n t he ru r al a r ea s t h at wi l l be do i ng t h i s . We
are trying also to add this to a...one world health clinic
(OneWorld Communit y H e a l t h C e n t e r) i s a no np r of i t hea l t h
clinic that services south Omaha. We' re trying to move them
into the o ld Liv estock Exchange Building. It's a $40,000
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b ui l d - o u t , abo u t $4 m il l i on , an d w e h a v e n o t b een ab l e t o
come up with anybody with New Market Tax Credits because it
is too small of a deal at $4 million. So I gue s s t h at' s
another big concern that most of the projects that are going
to be happening in rural Nebraska are going to be probably
u nder $4 m i l l i o n , or $4 mi l l i on o r $ 5 m il l i o n . The r e wo n ' t
b e any b o d y o u t t h er e t o do t hem s o I t h i nk t ha t ' s t h e o t he r
role that I see key for NIFA to play is they will be able to
take on the smaller projects and do the deals. They aren' t
necessarily looking for the big dollars to do this project.
On the $20 million project, for example, the fees is g oing
out for the new market tax credits, they' re almost $800,000
so, I mean, there' s, hopefully, it turns into kind of like
t he l ow - i n c ome housing t a x c r e d i t s w h er e a f t e r f o u r or f i ve
years everybody's getting a feel for it and knows how it' s
going to wo rk. But a s you know, you know, the early tax
credit deals the investments were pretty high and they were
high risk, too, because nobody understood them. So I just
wanted t o b e a b l e t o sp e a k o n b e h a l f o f , I ' m ve r y ex ci t e d
about NIFA stepping into these shoes.

SENATOR MINES: G reat. G reat testimony. Stay there just a
minute. Any questions by the committee? Senator Pahls.

SENATOR PAHLS: I just have a question. Where's the project
that you talked about in north Omaha?

TODD HEISTAND: It's north of Cuming Street on 16th Street,
the o l d Ti p Top b ui l d i n g , ( i nau d i b l e ) bu i l d i ng w e ' re g o i n g
to be d o i n g a n d we ' re go i n g t o be pu t t i n g a 6 0 , 00 0 squa r e
foot tenant on the main floor, kind of entertainment tenant
on th e ma i n f l oo r wh i ch w o u l d ha v e nev er h ap pe n e d wi t hou t
the new market tax credits. It w ould be sitting there
v acant .

SENATOR MINES: An y other questions? In our exp erience,
Todd, have you seen the credits used as rehab primarily?

TODD HEISTAND: I think you' ll see more done with new than
rehab, yeah. This happened to be a project I was working on
and was able to blend it i nto i t a n d pr obably added a
complication a little bit but, hopefully, it will be more in
the new const. ruction I can see as much as anything.

SENATOR MINES: Okay, and in your e x p e r i e n c e, h a v e y o u
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worked in gr eater Nebraska as op posed to the Omaha
metropo l i t an ar e a?

TODD HEISTAND: W e' ve done some rural and Iowa and some in
Linco l n t h at . . .

SENATOR MINES: O kay.

TODD HEISTAND: ...but we haven't done...and no new markets.
That's our...I mean just other than historical ( inaudib l e ) ,
yeah.

SENATOR MINES: Right, right, great. Any other questions?
Thanks for your testimony. Appreciate it. Testifier number
three. Good afternoon.

MICHAEL MARONEY: Go o d af ternoon. My name is Mic hael
Maroney. That 's M -i-c-h-a-e-l M-a-r-o-n-e-y. I'm the
p residen t o f an o rgan i za t i on ca l l ed New Com muni t y
Development Corporation in Omaha. It's a nonprofit 501c3.
In addition, I'm also a member, for the past six years, of
the board of directors of the Nebraska Investment Finance
Author i t y so I h ave a n o p p o r t u n i t y t o k i nd o f l oo k on bo t h
sides. Basically, the New Community Development Corporation
is p r i m a r i l y an a f f or d a b l e h o u s i n g de v e l o p e r . We ' v e b e e n i n
existence 13 years. We ' ve been utilizing the New Markets
Tax Cred i t t hr ou g h NI FA ev er s i nc e our b eg i n n i n g . I n
addition, about ten years ago, eleven years ago, we became
involved in small business development. We were in a
training technical assistance and small lending program.
Most recently, we have been collaborating with another
organization, another nonprofit in Omaha, to do a commercial
revitalization along 24th Street in north Omaha. It will be
the first commercial project, retail project, in north Omaha
in a l ong t.ime. And I can say that directly because I'm a
product of north Omaha, having been born there. I just want
t.o make two things quite clear. One, as a board member of
NIFA, I' ve been able to observe from the inside for the last
six years as a board member the technical expertise of the
staff to be able to handle this kind of program. T hey a re
very adept at the aff ordable housing tax credit program
which is very complex in its nature. Th e New Mar kets Ta x
Credit. is very similar and it's going to be very complex and
I think that t hey have the capacity on the staff to make
t hose t h i n g s h a p p en , The f ac t t h at t h ey ' d be pr o v i d i ng
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mentoring, and training, and oversight I think would just
add tremendous to the success of t hat pr ogram. J ust
bri e f l y , i n no r t h O maha, l i k e I sa i d , w e ar e col l abo r a t i ng
to create a commercial strip along 24th Street. Basically
that project is actually under construction. The fi rst
phase of i t wi ll be a 22,000 square foot strip. We will
have one 10,000 square foot facility and about ten 1,200
square foots for small businesses. Our second phase would
be once we get that one filled up, will be a 10,000 square
foot facility and the third phase will be a 25,000. One of
t he difficulties that we ha ve, and ha ving ru n a smal l
business operation for ten years, is capital, capital for
small businesses. Todd talked about $20 million in what the
city refers to as north downtown, not north Omaha, and I' ll
distinguish that one there because in north Omaha we still
don't have those kinds of projects. The New Mar kets Tax
Credit would be a very tremendous tool to aid those small
businesses that we' ve been working with and will be
continuing to work with as we try to find entrepreneurs and
retail businesses are going to the f acility that we' re
creating in no rth O maha. And no rth Omaha, if you don' t
know, has been very under served in terms of retail as long
as I can remember. And so that the New Markets Tax Credit
wil l be a t r em e ndous b oos t t o pr ov i d i n g , a s i t wa s sa i d
before, patient capital and, believe me, it's not going to
make...the New Markets Tax Credit will not make a bad de al
good. But it will make a deal that's marginal happen, and
we have a number of the businesses that are just o n the
edge, with just a little creativity, and a little patience
and capital could become viable businesses. With that, I
want to thank you for the opportunity to be able to speak to
you and if you have any questions, I' ll try to answer them.

SENATOR MINES: Thank you for your testimony. Committee,
any que s t i o n s ? Sen at o r Je nse n .

SENATOR JENSEN: Y e s, t ha n k y o u . The p r o sec u t o r yo u we r e
t a l k i n g ab ou t , i s t ha t t he on e on 24 t h a nd Lak e ?

MICHAEL MARONEY: H a m il t on .

SENATOR JENSEN: Hamilton.

M ICHAEL MARONEY: Y e s .
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SENATOR JENSEN: A little more clear.

M ICHAEL MARONEY: No .

SENATOR JENSEN: O ka y , v er y go o d . Th ank you .

SENATOR MINES: Without t h e New Markets Tax Credit...and
you' re with New Community Development Corporation?

M ICHAEL MARONEY: Y es .

S ENATOR MINES: If that funding source wasn't available t o
you, what are your other alternatives?

MICHAEL MARONEY: We l l , I ca n t e l l yo u r i g h t now, w e
are...and the projects are already in structure, we' ve been
working on this project for a couple of years now. And one
o f t h e t hi ng s we hav e be en t r y i ng t o d o i s i de nt i f y
poten t i a l e nt r e pr e n e u r s t h at g o i nt o t he f ac i l i t i es . I t
b ecame...and we' ve interviewed and talked to a num ber o f
entrepreneurs. T hey' re just not quite there where they can
sign a long-term lease...

SENATOR MINES: Absolutely.

MICHAEL M A RONEY: ...for a lot of dif ferent r easons.
Because we b elieve in this p roject so st rongly, we' ve
stepped out and taken a risk t o go ah ead and s tart
const r u c t i on . And a s we ' re un de r co ns t r u ct i o n we ' r e
constan t l y l ook i n g f o r a n d t r y i ng t o i den t i f y e nt re pr en e u rs
to go into the facility. We think this will be just another
tool to a ssist in making some of those entrepreneurs that
we' re talking to eligible to be able to go in an d op erate
b us nesses .

SENATOR MINES: This is marginal money.

M ICHAEL MARONEY: Ye s .

SENATOR MINES: This is the last piece to make it work.

MICHAEL MARONEY: In many cases, yes, it is.

SENATOR MINES: Okay. Any other questions? Senator Louden.
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SENATOR LOUDEN: Yeah. Mr. Maroney, is that right?

M ICHAEL MARONEY: Y e s .

SENATOR LOUDEN: I understand, you said you' ve been on this
Nebraska I n v e s t ment. F i n a nce A u t h o r i t y ?

M ICHAEL MARONEY: Y e s .

SENATOR LOUDEN: Ho w user friendly is that? Is this
something that oh , t he average person that's starting out
t hat d o e s n ' t h a v e a l o t o f bu si ne s s e x p e r i e n c e c a n f i nd and
work with this or do you pretty much have to go through some
kind of a development corporation in order to get this?

MICHAEL MARONEY: No, the New Markets Tax Credit program, as
I understand it, no. Anyon e who is in the area, in the
geographic area is necessary. If they have a business
opportunity and idea they can come to an organization like
m ine. Th e y c ou l d g o d i r ec t l y t o NI F A t o g et t he as s i st an c e
and hel p t h a t t h ey ne e d . I n f ac t , I wou l d o f f er t o say t ha t
this will be a very friendly atmosphere because we' ll all be
looking for the e ntrepreneurs that we can help make this
work.

SENATOR LOUDEN: O k ay. Than k yo u .

SENATOR MINES: Any other questions? Mr. Maroney, thank you
for your testimony.

MICHAEL MARONEY: Thank you.

SENATOR MINES: Fo ur t h and f i n al , I t h i nk f i na l . Any
others...any show of hands, those in favor and support
wish ing t o t es t i f y ? Si r , yo u a r e t he l as t on e .

DAN KUBR: Thank you for the opportunity.

SENATOR MINES: Our pleasure.

DAN KUBR: M y na m e i s D an K u b r ,
the president of Vantage Point
operation producing complete
factory setting. By the very
p roduct , w e n e e d t o be a r u r a l

K-u-b - r , m y l as t n ame . I ' m
Homes. We' re a manufacturing
off-site built h omes i n a

nature of the size of our
manufacturing business and as
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such, we need to position ourselves accordingly as far as
our site and w here we operate, D ue to our own business
growth and the growth of Lincoln, we are being forced to
look for a new site to operate in either southern Lancaster
C ounty or northern Gage County. Up on learning of the Ne w
Markets Tax C redit at a recent NIFA seminar, we' re excited
about the potential of using them as a flexible resource
tha t wou l d al l ow us t o l owe r ou r co st s an d ach i ev e l o nge r
t erm f i n a nc i ng , a n d we wouldn ' t h a v e t o g i ve u p a n i n t e r es t
in our business. Over the years, we' ve provided housing to
developers t h a t ha s su c c e s s fu l l y use d l o w i n co me hous ing t a x
credits to complete their projects. An d so we un derstand
how N I F A ha s b ee n i ns t r u menta l i n he l p i ng t he m r e a l i ze t ha t
resource, and we need the same assistance and so we' re very
excited that NIFA may be able to help us do that and become
successful at that. As a private businessperson, the more I
l earn about the New Markets Tax Credit I feel this will b e
an important new resource for small businesses in rural
Nebraska and hope that it g ets c onsidered by e verybody.
Thank you .

S ENATOR MI NE S : Great. Thanks for your te stimony.
Committee, any questions? Dan, thanks for coming in. We
appreciate it. Any more in support? Proponents wishing to
speak? H o w about t h o s e i n op p o s i t i o n w i s h i n g t o sp e ak ? An y
opponents wishing to testify? H o w about those wishing to
testify in a neutral capacity? I see none and with that I
will close the public hearing on LB 693 and turn the ch air
over to Vice Chair Redfield.

L B 6 8 8

SENATOR REDFIELD: I will open the hearing on LB 688.

SENATOR MINES: Madam Chair, mem bers of the Bank ing,
Commerce and Insurance Committee, my name is Mi ck Mines,
M-i - n - e - s , represent the 18th Legislative District and I'm
the principal introducer for LB 688. LB 688 wo uld u pdate
t he N I FA ac t . F i r s t , i t wou l d p er m i t t he f i n anc i ng o f
m il i t . ar y h ous i n g t o b e o ccup i ed b y mi l i t a r y p e r son n e l
serving on active duty. And, secondly, it would increase
the agricultural program loan and ne t worth limitations.
There are vari ous oppo rtunities that h ave presented
t hemselve s l i ke p r i va t i za t i on o f t he de ve l opm en t and
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ownership of military housing in ways that may not always be
accessed by or on behalf of the state of Nebraska. These
opportunities have made it a ccessible, will assist in
improving the condition of the housing available to those
s erving i n t he m il i t ar y , a nd p r ov i de a mi l i t ar y f r i end l y
climate for continued economic growth in the state. LB 688
would also make changes to NIFA's first time farmer program
to increase the al lowable net wo rth o f borrowers under
NIFA's agriculture program from $300,000 to $500,000 . I t
would also increase the maximum loan amount from $250,000 to
h al f a mi l l i on do l l a r s wh i ch may b e p r ov i de d b y N IF A .
Making the suggested changes to the NIFA agricultural loan
p rogram w o u ld be t t er p r ov i d e NI FA wi t h opp or t un i t i e s t o
continue serving the state's agricultural economy. I do
have testifiers following me and with that I would entertain
a ny ques t i o n s .

SENATOR REDFIELD: Are there questions? I don't see any.
T hank you , S ena to r M i n e s .

SENATOR MINES: Tha n k y ou .

SENATOR REDFIELD: Do you wish to close?

SENATOR MINES: I wi l l . I ' l l wa i v e .

SENATOR REDFIELD: Okay. All right, proponents.

TIMOTHY KENNY: Members, m y na m e is Tim othy R . Kenny,
T -i - m- o - t - h - y Kenny, K-e-n-n-y. Ag ain, I'm the executive
director of the Nebraska Investment Finance Authority. This
statutory update again follows the pattern of trying to
capture opportunities and optimize those resources on behalf
of the c itizens of the state of Nebraska. LB 688 has two
basic components. First, the mi litary component and
secondly, the a g ricultural component. With respect to the
mzlztary component, our objective is simply to make Nebraska
the most military friendly state in the nation and preserve
the m i l i t a r y f r i e nd l y a t t i t u de of t he O maha/Be l le v ue a r ea .
We are currently very proactive with respect to housing that
serves the mrlitary off of the base as it re lates to our
housing tax credit program which we are constantly working
with Congress because it's a federal program to make su re
that that's military friendly. And we have a number of
provisions that we' re working with on that. This relates to
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the on-base housing at Offutt, particularly as it relates to
Capehart, the Capehart housing project which is influx. The
size of t hat p roject changes and I think in the future as
bases go through the review and closing process, and as they
go through mission shifts and mission adjustments you w ill
see the need for housing for military personnel change
dramatically over the future. What we want to do is send a
message to the D epartment of Defense and to the military
people that if y o u wa n t to ha v e a flex ible, positive
resource in the state of Nebraska, we' re your state, because
we will be proactive in helping you provide that housing for
mil i t a r y p er so nn e l . The t ar ge t ed be ne f i c i ar y o n t he
military side of this equation are military personnel and
their families, the Department of Defense, the Omaha and
Bellevue areas and the great people, and the good people who
do our work for us and do the fabulous work for us in the
mil i t a r y com mun i t y. The ben ef i t t o t h e s t a t e i s i t wi l l
demonstrate over time that we are state commit.ted to h e lp
the military organizations fulfill their mission and we can
flexible with them as they flex their needs, And we want to
make sure that we can deliver on a very quick and effective
way when other states, for example, cannot. Good housing
builds good, strong communities whether you' re on-base or
off-base. We want to make sure that the military base is
well received, not only for the benefit of those personnel
but for the j obs d irect and indirect associated with it.
This is an effort consistent with NIFA's effort to make sure
that all of our people, sons and d aughters, as w ell a s
visitors here from the military have good, safe, sanitary,
decent, affordable housing including reservists as they
become activated. And, as you know, the nonmetro states
provide a lar ger pe rcentage of re servists into these
activated units, So we' re very excited about the role that
we perhaps could play on behalf of the state to making sure
that Nebraska is one of the most military friendly states in
the nation. The second part of LB 688 relates to what I
cal l t h e ag r i cu l t ur a l chal l en g e . We ' r e go i n g t o se e some
changes i n t he wa y t hat ag r i cu l t u r a l opp o rt u n i t i e s be c o me
available in the future. Our targeted beneficiary with
respect to this is the same beneficiary we have with respect
to our c urrent. ag programs that we operate on your behalf.
Again, federal resources for the first t ime farmer and
rancher program. Our targeted populations are farmers and
ranchers across the state, the whole continuum of them, not
only beginning farmers and ranchers but existing farmers and
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ranchers who are having to comply with new regulations. For
example, the calf (inaudible) regulations which relate not
only to livestock, but to hogs and to po ultry where t hat
group of p eople who h ave to be very, very responsible to
make additional investments with respect to management of
that waste has now dropped down to a much smaller level of
producer As Wi nston Churchill once said, we want to
be...there are two kinds of success, I think is the way he
phrased it. Th ere are two k inds o f su ccess. There' s
initial success and ultimate success. We want to make sure
that these resources are available not only for th e first
time farmers and r anchers, but for existing farmers and
ranchers so that they have ultimate success. The benefit to
the state is with the many changes ahead, with respect to
subsidies and taxes and targets, we want to make sure that
we have opportunities to meet that challenge with our farmer
and ranching programs. The current provisions that we have
were p ut i n pl a ce 23 - s ome odd ye ar s a go . The l i mi t at i ons
with respect to loan limits and the limitations with respect
t o ne t w o r t h l i mi t s , t he r e ' s n ot m a n y a m o der n t r ac t o r t hat
will drive on 23 -year-old tires. We think it's probably
time to update those limitations. In our sur rounding
states, in the six s tates surrounding us the net worth
l imitation is present in three of those states at a leve l
similar to ours or l ower. Two of those states have no
limitation at all because it's a state limitation that. we
put in 23 years ago as opposed to a federal limitation. I 'm
sorry, I have no information on Kansas. I don't know if
they have a limit or not. But the current provisions with
respect to net wor th and with respect to net income are
quite old and they need to be updated. The benefit t o t he
citizens would allow access to these resources. It would
ensure that farmers and ranchers w ho are fiscally
conservative because one of the tests is a net worth
limitation. Farmers and r anchers who are fiscally
conservative who do n't h ave d ebt on their property would
have access to these resources. And it would c ertainly
benefi t f a m i l y f ar m o p e r a t i o n s w h ere pr o p e r t y i s hand e d d o w n
f rom genera t i o n t o g en e r a t i o n , b ut p eo p l e n e e d t o up d a t ,e t h e
mechanical resources that go into those farms. If you were
to own a piece of handed down property in Cass C ounty, or
Lancaster County, or even Madison County where your grandpa
might h a v e b o u gh t i t f or 30 b uck s a n ac r e . I n Sa unde r s
County it might be worth $5,000 ar. acre now, or Cass County
it might be worth $4,000 an acre even though it's the same



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

LB 688Committee on Banking
F ebruary 14 , 20 0 5
Page 49

h undred a cr e s t h a t yo u r g r a n dpa handed down t o y o u , a n d y o u
w ould be ou t s i d e o f o ur n et w o r th l i mi t a t i on s . So we w a n t
to make sure that this resource is available to all farmers
and rancher s i n t he co mmuni t y i n t he sm a l l a m o u nt s n e t w or t h
up tc $500,000, loan amounts up to $500,00 so we can utilize
the New M arkets Tax Cr edit. We d iscovered that Senator
Grassley over in Iowa was very proactive in c reating an
increase limit in th e N ew Markets Tax Credit program for
agri-businesses. T h e maximum limit in that situation is
$500,000 and that's why we' re proposing an increase in the
loan limit to $500,000. NIFA a gain will work w ith t he
commun'ties. We ha v e b oth an ag lender on our board, as
well as the chairman of the department of th e Ne braska
Department of Agriculture sits on our board of directors by
state law. We' ll work to make sure that we have resources
available to meet these new challenges that come about as a
r esul t o f a c ha nge i n t he a g r i c u l t u r a l com muni t y i n t hese
rules. W e' ll provide technical assistance. We' ll continue
to try and be in novative and, a gain, we h ave no cost
opportunities for consulting and we have a statewide reach
with respect to the resources. Thank you. I'm prepared to
answer any q u e s t i o n s . Ye s .

SENATOR JOHNSON: I s $50 0 , 0 0 0 e n o ugh?

TIMOTHY KENNY: There 's two limits. One is the net worth
limit and one is the net income limit. The current program
limits of the federal program which we are talking about,
the New Markets Tax Credit program is $500,000.

SENATOR JOHNSON: Okay. So they' ve set the limit.

TIMOTHY KENNY: They' ve set that already.

SENATOR JOHNSON: Okay.

TIMOTHY KENNY: As I said, several states have no net worth
l i m i t . They j u st l oo k t. o t he i nd i v i d ua l s . Our s t a t e cho s e
in its history to have a net worth limit some 23 years ago.
I t ' s wi t hi n t h e t r ad i t i o n o f ou r s t at e . We cou l d cer t a i n l y
operate without it, but traditionally we' ve had it and so we
propose just updating it for $500,000. Yes.

SENATOR MINES: It was the Chair.
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SENATOR REDFIELD: Oh, I'm sorry (laughter) . Senator
Louden. You' re sitting in the chair (laughter) .

SENATOR L O UDEN:
( laughte r ) ,

SENATOR REDFIELD: I apologize.

SENATOR LOUDEN: I had a young person that was wanting to
start into the farming and the ranching...farming, and he
looked into this farmer deal. And, first of all, it wasn' t
very user friendly, had a devil of a time trying to find
where it was. We finally had to help him find it. After we
s tar te d f r o m t h e t o p a n d d own t he n t h e y s t ar t ed t o hun t i ng
him up, but you had to have somebody stir somebody up. The
next thing was t hat...and Senator Johnson asked about
($)500,000 and I qu estion that even if it is a federal
guideline, that we found that some of these younger people
l ik e t ha t t hat t hey pr oba b l y had been wor k i n g a t j obs
someplace . They u sua l l y hav e a sma l l , I wou l dn ' t say
acreage but sometimes they have maybe 80 acres, 40 acres,
but they have a little bit of land that they' ve kind of went
with. Sometimes they have a little bit of mac hinery but
when they get ready to get a chance like this young fella
had a chance to lease his grandfather's farm and start
f arming i t t he n go ah e a d and bu y mach i ner y a n d s t u f f . Th e
time he figured some of his net worth and a few other ifs
and a n d s , why i t d i dn ' t do hi m an y go od a t a l l . I ' m
wondering, is there any way that w e could r aise that
$750,000 for a net worth or something like that and perhaps
borrow more money. I think the borrowing part wasn't as
important as r a ising the net worth so that there would be
people that were eligible to use this,

TIMOTHY KENNY: Po i n t o f cl ar i f i ca t i on i s , we ad mi n i s t e r
currently a program called the first time farmer and rancher
program which xs a federal tax exempt bond program. It is
horr i b l y co mp le x a n d xt ' s al l f e der a l r egu l at i o ns wi t h t he
except i o n o f t he n et wor t h l i mi t t ha t we i mp os ed i n
Nebraska. We ' ve been working with our cong ressional
delegation to t r y and ge t those limits changed and those
program character>sties changed for years. There is , I
wouldn ' c c a l l i t a r es >st an c e , b ut t h er e ' s b e e n ve r y l i t t l e
effort spent t o upd ate th ose re gulations. I t h i nk
principally because nobody wants t o spend any polxtxcal

That's the reason I was looking at you
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capital on those provisions because they' re working so hard
on other agricultural provisions. But, nonetheless, we
continue to try and get those rules changed. The exc iting
thing about the New M arkets Tax Credit program is it' s
without any e ffort or wi thout any input from the
agricultural committees, it ended up in doing what we were
achieving, attempting to achieve and that is to get any kind
of agricultural activity defined as a small business and to
get rid of some of the limitations in the old program. One
of the ones that gives us the most grief, for example, under
the current federal program for fi rst time f armers and
ranchers is the limitation on used equipment of $69,000. I
mean, xt was just...you know, what better tool for the first
time farmer and rancher to use is used equipment. But we
have this old rule that came fr om the eighties in that
particular program that we can't seem to get changed. So
part "A" to your answer i s t he New Markets Tax Credit
provides a tremendous opportunity for us t o bring new
resources to farmers and ranchers, beginning and otherwise.
T he federal limit of $500,000 is something, that if we c a n
deploy it successfully and get the attention of our members
of Congress, we could probably get that changed. The
$500,000 net worth limit is simply a state requirement. We
could certainly administer the program very effectively
without that limitation, but it is a state requirement that
w e' ve had in our program. We pr oposed increasing it to
$500,000, but it w ould certainly be within the purview of
this committ.ee to either increase it above that or eliminate
it altogether.

SENATOR LOUDEN: I see. If it wasn't in th ere altogether
then th e r e wo u l d be no . . .

TIMOTHY KENNY: We wo u l d h a v e n o di f f i cu l t y adm in i s t e r i ng
the program. As an accountant, a retired accountant who
spent the early part of my car eer in the agricultural
community, I c an te l l y o u tha t n et worth is a very
nebulous...unaudited n et worth is a very nebulous
calculation because it is the net of asse ts vers us
lxabzlxtxes. And assets sometimes have different values.

SENATOR LOUDEN: Then her e on what , p age 20, I think,
l ine 1 0 o r somet h i n g , n et wo r t h o f mor e t han . . . t hey
scratched out 3 and put 500, and scratched it all out.
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TIMOTHY KENNY. Tne provision related to net worth could be
eliminated, yes, and it wouldn't bother us in the least.

SENATOR LOUDEN: I see. One more question. Do you have
very many beginning farmers and ranchers or wha tever
invol ved i n t h i s or u se t hi s ?

TIMOTHY KENNY: We h ave...it's an interesting scenario and
it's a function of the market ra tes of interest. When
interest rates are high or on an increasing trend, we have
many more than we do when interest rates are low. For the
last e i g h t t o t en y ea r s w e ' ve ha d a ve r y , v er y l o w p er i od o f
interest rates and so the hassle of using a NIFA loan, and
there is a hassle associated with it because essentially
it's a bond transaction where one of our bankers originates
a loan and then we originate a bond and buy that loan back.
And so it's a complicated several step process by nature of
federal tax law. When interest rates are low, people don' t
want to do that hassle and there are about ten banks in the
states that are really good at it and the other banks might
do one every three or four years. When interest rates are
high, are increasing, or long-term financing is hard to get
we' ll do some 30 or 40, sometimes as many as 50 a year.
Right no w we p r o b ab l y d o 1 0 t o 20 a ye ar .

SENATOR LOUDEN: How l o ng a t i me f r am e i s i t i f some one
appl ie d f o r t h i s be f o r e t h e y c o u l d g e t t he i r m o ney or g et
t heir paperwork done or something like this'? I guess th e
reason I'm a sking that is I had a son one time that was
going t o , b e l i e v e h e wa s g o i n g t o b u y s o me c a t t l e . And we
were going to look at Farmers Home Administration, supposed
to have this deal for young people to get started. And one
of the bankers up there told me that just loaning the money,
he said we' ll cover it. He said if you wait on Farmers Home
Adminis t r a t i o n t h ose cat t l e wi l l have c al v es and t he i r
calves will have calves before you e ver ge t th e lo an
approved. Is this similar or is this a lot better?

TIMOTHY KENNY: This is for long-term assets and so it's not
for any kind of o perating loan with the exception of
breeding livestock. And, again, I'm an accountant, not a n
ag person, so I won't even try to tell you that distinction.
But this is principally for property and equipment and fixed
assets, not i ncluding homesteads. And so we often combine
it with an FSA loan for the homestead, but we cannot finance
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the homestead and we can only finance $ 69,000 of t a ng i b l e
personal property such as a center pivot or a tractor or
s omething l i ke t hat i f i t ' s use d . Ou r max i mu m l oa n amo u n t
is $250,000 so the current program has a lot of rules and
a lot of hoops, all of them federally imposed, all of them
2 3 t o 25 y ear s o l d t hat ar e i n se r i ou s n e e d o f upd a t i n g .
That's why we' re so excited about the N ew Ma rkets Tax
Credit. We think that it's much more streamlined, much more
e f f i c i e n t , a nd i t wi l l be o f mu ch mor e b en e f i t t o t he
agricultural producer particularly since so m any of th e
rural counties, the entire counties are eligible for the New
Markets Tax Credit. In the urban areas we have specific
census tracts and we' ve committed to do both urban and rural
but many, many, many of the rural counties are 100 percent
e l i g i b l e f o r New Mark et s Ta x C r e d i t s s o w e t h i n k i t ' s go i ng
to be a much easier program to administer and much e asier
f or p e o p l e t o ac ce s s .

SENATOR LOUDEN:

TIMOTHY KENNY: It depends on whether we get an allocation.
We will know whether we get an allocation this y ear u nder
our cu r re n t app l i ca t i on i n Apr i l , la t e Apr i l or ear l y M ay .
I f we ' r e n o t suc c e s s f u l i n ge t t i ng t ha t a l l o cat i on , we ' l l
make another application, but I do know of an organization
t hat. r e c e i v e d a n a l l oca t i on i n I o wa . And we wou l d t r y
to...this is a place where NIF A ca n serve as an
intermediary. If we don't get an allocation we will go to
national organizations and o f fer to provide some kind of
incentive for them to use that resource here. The challenge
with t.he New Markets Tax Credit is it's complicated and it' s
expensive to administer so un less you have a motivat.ed
intermediar y l i ke NI FA i nv ol v e d non e of t h e b i g n a t i ona l
groups will try to bring that resource here. So we would
have to g o out a nd find somebody who we could give some
additional incentive to bring that re source h ere be cause
there are very fe w org anizations that ha ve a national
authority. Most of the authorities that are granted by the
treasury are fo r spe cific geographic areas. A nd so we' d
have to go out and recruit somebody to bring that resource

Could yo u s a f e l y s a y wi t h i n a yea r ?

here .

SENATOR LOUDEN: Ok a y . T han k y o u .

SENATOR REDFIELD: Senator Louden, I think if it takes as
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l ong t o ge t t he l o a n a s i t do e s t o p i n h i m d own on ho w m a ny
months this might be, it could be a long wait (laughter) .
S enator J e n s en .

SENATOR JENSEN: Yes, in regards to the m ilitary housing.
It's my understanding that the m ilitary or federal
government is moving to get itself out of the ho using on
b ases, o f f base s .

TIMOTHY KENNY: Correct..

SENATOR JENSEN: And so t h i s wou l d al l o w t he f i n an ci n g o f
base housing, either on or off, by private contractors. I s
that c o r r e c t o r ?

TIMOTHY KENNY: By private owners.

SENATOR JENSEN: B y p r i v at e ow n e r s.

T IMOTHY KENNY: Ri gh t .

SENATOR JENSEN: So the owner would make the application,

TIMOTHY KENNY: Right.

SENATOR JENSEN: ...then for these loans.

T IMOTHY KENNY: Ri gh t .

SENATOR JENSEN: And if it's on base does that mean that it
has all the requirements typically of a government entity on
the paperwork that is required on base?

T IMOTHY KENNY: I t ' s a c t u al l y a n ef f o r t t o r edu ce t ha t
paperwork .

SENATOR JENSEN: Oh .

TIMOTHY KENNY: Curre ntly, the reason we can't use any of
our ex i s t i ng p r og r a ms in ad d i t i o n t o co n f l i ct s whe r e t h i ng s
haven' t bee n d e f i ned und e r f ed er a l l aw , i s r i gh t n ow un d e r
our programs we would have to income verify everybody who
appeared on a pro ject on a development and save that for
2 1 years. And the government is not going to have us, y o u
know, f or peo p l e mov i ng i n and ou t und er t he ex i s t i ng
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programs that we have, is not going to let us income verify,
you know, corporals and sergeants and families and whatever
so the challenge is an d th e w a y t h e mi litary housing
privatization process works is the government retains the
ground and makes a long term land lease to a developer that
then develops it an d a g rees to op erate it for military
personnel and in very unusual occasions those who are
providing services, direct services, to the military. So,
f or example , y o u m i gh t h a v e . . . I ca n ' t t e l l y ou w h o i t mi g h t
be b u t i t mi gh t be so me k i n d o f spe c i a l f o r ce s o r C IA ki nd
o f peopl e wh o m i g h t , on occ a s i o n , h a v e t h e i r f a mi l y i n t hese
mil i t a r y b as e s . A l l t h e se cu r i t y and ev er y t h i ng i s s t i l l
prov i de d by t h e mi l i t ar y . I t ' s on b a se , b ut t he op er a t i on
of landlord duties are run by a pr ivate company because
essentially the m ilitary wants to get out of the landlord
business with respect to the rental housing.

SENATOR JENSEN: By a private company but you' re not talking
about private ownership on base then, are you?

TIMOTHY KENNY: We' re not talking about private ownership by
military personnel. This is ju s t fo r re ntal housing
provided to military personnel and people providing direct
serv i ce s t o t he mi l i t a r y on b ase .

SENATOR JENSEN: On ba s e .

TIMOTHY KENNY; Right.

SENATOR JENSEN: Now does this also apply to off base?

TIMOTHY KENNY: We have a whole array of other programs off
base. Thi s d oes not apply to off-base programs. The
challenge with our programs off base and we' re continuing to
work with Congress to fix this is Congress has built some
conflicts in between HUD regulations and housing tax credit
regulations that effectively exclude military personnel, if
you c an be l i eve t h i s . I know yo u ' l l n ev e r be l i ev e t ha t t wo
branches of government, federal government, could have a
conflict but they have. And so we' re constantly trying to
work with Congress, and we' ve now been working on it for
tl ree years, to get that conflict resolved on the off-base
housing. But that's a whole different set of argument and a
w hole d i f f e r e n t se t o f co nc e r n s .
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SENATOR JENSEN: Well, there's a company in Omaha that had
gone a long ways down the road to provide military housing.
I mean, a l o n g ways , ( i n a u d i b l e ) i nv e s t ments an d ev e ry t h i n g
else and then at the last minute that all changed and...

TIMOTHY KENNY: It all changed. This reflects the fact that
the government is constantly changing their mission and they
not o n l y chan g e d i t an d di d a r eb i d o n t he t h i n g, t h ey
actually resized it. And I think this is what you' ll see is
across the nation as the government gets out of the landlord
business, they still want to have the flexibility to reshape
and change their mission. A n d what we wa n t to say is
whatever you guys decide your mission is, we' re prepared to
help you achieve that objective.

SENATOR JENSEN: And along with all of that you always run
the risk of a base closing...

TIMOTHY KENNY: Right.

SENATOR JENSEN: .. .and I would certainly hope that doesn' t
happen here in Nebraska, but that is still there and I just
wondered, what happens to the investor who would go into a
s i t u a t i o n l i ke t ha t ?

TIMOTHY KENNY: That's a risk that we are aware of an d we
plan for and we anticipate, We are blessed in Nebraska that
our base is an urban base as opposed to Minot, North Dakota,
for example, or someplace that's a more rural base. And
base closings that we' ve seen in Texas and in Colorado and
in other urban areas, there's a transition that occurs and
those are very valuable and important pieces of property.
We would never want that to occur here, but the nice thing
about h a v i n g a n ur b a n e n v i r o n ment i s t he r i sk s ar e mi t i ga t ed
by the demand for housing in the area. And we measure that.
I mean, those are things that we und erwrite for i n the
evaluation process. NIFA's role in this particular process
is just to help whoever the applicant is and whoever the
recipient of the contracts are in the future for this base
to access the capital markets. Th at's what we do is get
long- t .erm f i nanc i ng at t h e l owes t p r i ce p os s i b l e .
Currently, most of the people who access these markets are
by private placements. We think that this strategy will
help us access the capital markets and the p u blic markets
which could reduce the cost and to make our housing product
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for military personnel more cost effective for the military.

SENATOR JENSEN: And I would really hope that this would be
done in a size so a mid- or moderate-size company could come
into something like t his, no t som e huge contractor,
developer, builder, whatever that might be, so that several
people could have an opportunity to participate in tnis.

T IMOTHY KENNY: Ri gh t .

SENATOR REDFIELD: (Exhibits 1 and 2) Other questions? I
don't see any. Thank you, Mr. Kenny. Other proponents? And
while you' re coming I'm going to read into the record two
l e t t e r s i n supp o r t f o r LB 68 8 , o ne f r om t he Neb r as k a Far m
Bureau Federation, and the other from the Nebraska Bankers
Association. When you' re ready.

ROD JOHNSON: (Exhib i t s 3 and 4 ) Cha i r m a n and co m m i tt e e
members, my name is Rod Johnson. I'm the executive director
of the Nebraska Pork Producers Association representing our
industry in support of ( LB) 688, specifically the ag
lending, beginning farmer, livestock segments of the current
statutes, as w ell a s t he proposals that are coming under
LB 688 . My p ur p o s e i n com i n g b e f o r e y o u i s t o g i ve yo u a
l i t t l e b i t o f a p i c t u re o f wh e r e ou r i n d u s t r y st a nd s a n d h o w
I see so me NI FA f i na nc i n g b e i n g u s e d w i t h i n ou r i ndu st r y ,
specifically in the livestock and beginning farmer programs.
I n t h e h a n d ou t t hat ' s b e i ng g i ven t o you , I wou l d as k yo u t o
turn to chart number I on about the fourth page i n the re.
This basically gives us a hi story of the Nebraska pork
industry and as you look at this, since...as it tracks the
numbers of a nimals we have in our state since 1985 you' ll
notice that i n the early nineties we had a peak of
production in Ne braska, approximately 4.6 million animals.
And since then we have seen quite a drastic reduction to the
point that we' re sitting at about 2.9 million animals, at
this time. That reduction in animals, basically, accounts
for th e l os t con su m pt i o n o f abou t 3 7 mi l l i o n bush e l s o f co r n
each year; 37 million b ush els of corn relates to
approximate l y $ 2 1 0 m i l l i on w o r th o f eco n o mi c a c t i v i t y wi t h i n
our state. So th is is a little bit of where we' re coming
f rom. Chart II, as you look at that on e it tra cks t he
number of U .S. pork producers as compared to the number of
producers here in Nebraska. The blue line is the nat ional
trend line. The red line is the number in Nebraska. As you
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look at that time segment of the early eighties there you' ll
notice that the Nebraska line deviates from the same pattern
that the national line had. That just happens to coincide
with the time we had a larger number of p roducers in
Nebraska so I do see this as an opportunity to put producers
back on the farm or maintain production and maintain farmers
within production agricul' ure in our state. When you turn
to chart III, this gives a co mparison of w here Nebraska
stands as far as a percentage of the national industry. The
chart starts back t here i n 19 94 w ith t h e green line
representing the sla ughter, the fede rally inspected
slaughter industry in Nebraska. The blue line, the breeding
h erd , a nd t he r ed l i ne , t h e mar k e t h o g or t he f i n i sh i ng
industry in Nebraska. And as you can see, we were long on
h ogs ba ck i n '94. We were producing more animals than the
slaughter capacity we had within the state. But as you
track that across the page the green line grows and the
packing industry has been enhanced considerably as far as
percentage of the na tional industry. B u t then when you
start looking at the other two lines you can see where we' ve
f a l l e n o f f . An d spe c i f i ca l l y , l oo ki ng a t t h e r ed l i ne t he
market hog industry in Nebraska went from over 7 percent of
the n a t i on ' s m a r k e t h og i nv en t o r y d o w n t o j u st a l i t t l e o ve r
4.5 percent. T his basically represents about 1,5 million
animals born in t h e st ate each year, hauled to Iowa,
Minnesota, elsewhere, consuming corn and soybean meal,
c reat i n g j ob s , p u t t i ng k i ds i n t o scho o l s , a nd e ve r y t . h i n g
else that happens when you have a thriving industry out
there. And then they end up coming back to Nebraska for the
packing industry. With th is i n mind, the Nebraska Pork
Producers Association and working with the extension
departmen t t hat t h e Uni ve r s i t y o f Nebr as k a h a s de v e l o p e d a
program we' re calling a Nebraska model. A nd basically, we
a re t a k i ng t h i s o ppo r t un i t y t o p r om o t e t he h og f i n i s hi ng
industry, trying to rebuild that industry which we have lost
n our state, and rebuild that as an o pportunity for th e

n ext g ene r at i on t o ge t i n vo l v ed i n pr o du c t i o n ag r i c u l t ur e .
This is where I see an opportunity under the N IFA p rogram
for agriculture where we can aggressively go out there and
promote opportunities for the next generation like I said,
and present them some opportunities to find the funding and
t he f i n a n c i n g n e e ded t o go i n t o s o m e o f t h e se f ac i l i t i es .
The last time we had any growth in our industry was leading
up to the early '90s and those buildings that w e re...and
facilities that were put in during the ' 70s and ' 8 0 s a r e
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reaching retirement just as the producers are that put them
i n . And so now we ar e at a cr os s r o ads where we have an
o pportunity to either rebuild this industry or f ace t h e
possib i l i t y o f i t d i mi n i sh i n g e ven f u r t h e r . The l ast p i ece
of testimony that I passed out. to you is a little br ochure
describing our Nebraska model project. A nd in there is
basically a written testimony from three different producer
families that have taken this approach to bringing the next
generat i o n i n to t he i r operation. If you' ll notice in there,
one of the faces probably looks quite familiar to you, those
that have been in the body for a few y ears, Senator Jim
Jones and hi s son have used por k pr od u c t i o n as an
opportunity to add anot.her facet to their ranching operation
o ut t h e r e . An d so t h i s i s a n o p p o r t u n i ty w h er e I se e t he
NIFA f u n d be i ng ab l e t o wor k wi t hi n t h e ag r i cu l t u r a l
community an d I t h i n k i t bec o mes m y r e sp o n s i b i l i t y o r my
association's duty to work closely with the NIFA people to
g et t h e i n f or m a t i o n a n d g e t i t ou t t o ou r i nd us t r y . Bu t we
certainly support the d irection that this legislation is
going and we urge you to seriously take a l ook at t his,
moving it forward. I woul d be ha ppy to an swer any
q uest ions .

SENATOR REDFIELD: Thank you. Are there questions? I don' t
s ee any . O h, S e n a t o r J e n s en .

SENATOR JENSEN: Yeah, I'm just curious. W ith the loss o f
the number of h ogs, has the processing also diminished?
And how...a great deal of our hogs, well, Senator Jones, his
hogs I take for processing, are going down into Kansas...

ROD JOHNSON: Um-hum.

SENATOR JENSEN: ...which is seem to me, a long ride, also
those are jobs down there. B ut if we had processing up
h ere, woul d we a l s o h a v e more h ogs u p h e r e ?

ROD JOHNSON: Like the graph shows in the wr itten handout
there, the packing industry as far as the percentage in the
nat i on , h a s g r o w n a n d w e a r e ve r y de f i c i t o n t he numbe r o f
f i n i s he d an i m a ls r i g ht n ow. I n Sena t or Jon e s ' pa r t i cu l ar
situation, this depends on who the producer is working with
and the location where those animals are raised out there in
the western part of the state. The transportation factor to
the plant that they go to, compared to coming to the eastern
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part of the state, is not that big of a factor in that
situation. But basically right now we have three major
packers in the state, and at least two of t hose would be
very willing and eager to increase production, even going to
a double shifting scenario if they had access to the animals
wit.hin a r easonable proximity of their plant. So there are
a lot of opportunities there. My biggest fear is the fa ct
that because so many animals are being shipped into Nebraska
right now, if one of those major plants goes down, needs a
major renovation, or something happens, we could easily lose
one of those facilities to another location where they have
closer access to the animals. So I think this is another
factor, if we can rebuild our industry we can also preserve
those jobs and the economic benefits that are in those
communit i e s .

SENATOR REDFIELD: Other questions? Thank you, Mr. Johnson.
Other proponents? We'd ask you to state your name and spell
it for the record.

PATRICIA PETERSON: (E xhibit 5) Madam Vice Chair Redfield
and members of the committee, my name is Patricia Peterson,
P-a-t-r-i-c-i-a P-e-t-e-r-s-o-n. I'm an attorney with Kutak
Rock and act as general counsel to the Nebraska Investment
Finance Authority. I am here today to submit for your
consideration an amendment to LB 688. As drafted, the bill
refers to the t e rm, military personnel on extended active
duty. A nd we' ve learned that that may exclude folks on
regular active duty so I' ve suggested in an amendment that I
brought along that instead we use the term, active duty but
not including active duty for training, so if s omeone was
called up fo r a day which apparently can happen in the
reserves and be on ac tive d uty, t hat p erson would n ot
q ual i f y . Bu t t h i s t er m wo u l d p i ck up a l l t h e f o l ks on
regular active service. I am happy to answer any questions.

SENATOR REDFIELD: Are there any questions?
a ny. Tha n k y o u .

PATRICIA PETERSON: Tha n k y ou .

SENATOR REDFIELD: Oth er proponents? Any opposition? Any
neut ra l t e s t i m o ny ? And we wi l l c l o se t h e hea r i ng o n
LB ...oh, Senator Mines, would you like to close?

I don ' t see
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SENATOR MINES: I waive closing. Thank you.

SENATOR REDFIELD: Al l r i g ht . We wi l l c l o se t he hea r i n g o n
L B 688. Tha n k y o u f o r co m i n g .


