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INTRODUCTION

The following report provides a summary of significant legislative is-
sues addressed during the second session of the Ninety-Seventh Legis-
lature of Nebraska. The report briefly describes many, but by no
means all, of the issues that arose during the session. Every attempt
has been made to present information as concisely and as objectively
as possible. The report is comprised of information gathered from leg-
islative records, committee chairpersons, committee staff members,
staff of the Legislative Fiscal Office, and the Unicameral Update.

Bill summaries can be found under the heading of the legislative com-
mittee to which each bill was referred. Because the subject matter of
some bills relates to more than one committee, cross-referencing notes
have been included as needed. A bill number index and a legislative
resolution index have been included for ease of reference.

The authors wish to acknowledge the contributions of the legislative
personnel who assisted in the preparation of this report. Additionally,
a special “thank you” goes to Nancy Cherrington of the Legislative
Research Division for her assistance in formatting and producing the
report.



AGRICULTURE COMMITTEE
Senator M.L. Dierks, Chairperson

ENACTED LEGISLATIVE BILLS

LB 1236 — Create
the Nebraska State

Fair Board
(Wehrbein)

Deteriorating facilities and declining attendance and revenue have
plagued the Nebraska State Fair for the past several years. The situa-
tion prompted an evaluation of the fair and its governing board, the
State Board of Agriculture, by the Legislative Program Evaluation
Committee and drew the attention of several senators. LB 1236 is the
result of efforts to save the fair, an institution deeply rooted in Ne-
braska history.

LB 1236 creates the Nebraska State Fair Board (board) to replace the
29-member State Board of Agriculture.

The board is composed of 11 voting members. Four members will be
appointed by the Governor and confirmed by the Legislature. Of the
four, two will represent the Lincoln business community and one
each will represent the business communities of Omaha and the state
at large.

Seven members will be selected from existing county fair districts. In
addition, the chairperson of the Nebraska Arts Council and the chan-
cellor of the University of Nebraska-Lincoln, or their designees, will
be ex-officio members. The bill stipulates that members of the Legis-
lature cannot serve on the board.

Board members will serve three-year terms. Terms of the initial board
members will be staggered, and members cannot serve more than
three consecutive terms. Members of the disbanded State Board of
Agriculture can serve only one three-year term on the new board.
The board will meet at least annually and whenever the chairperson
calls a meeting.

LB 1236 states the Legislature’s intent that the state fair be a dy-
namic, public-private partnership and directs the board to: (1) place a
priority on the development of private funding sources; (2) maintain
a policy of openness and accountability that allows for citizen partici-
pation in the operation of the state fair; and (3) regularly provide the
Governor, the Legislature, and appropriate state agencies with infor-
mation about fair events and developments.

The bill provides that the board can use the state fairgrounds for: (1)
exhibitions of Nebraska agricultural, horticultural, industrial, and me-
chanical products and resources; (2) live and simulcast horseracing;
and (3) other uses and purposes determined by the board.



LB 1236 also states the Legislature’s intent that the board establish
the nonprofit State Fair Foundation to raise private funding primarily
for capital expenditures.

Finally, the bill authorizes the State of Nebraska to provide funds
from the Building Renewal Allocation Fund and other funds for the
maintenance and improvement of the state fairgrounds. Such dis-
bursement of state funds will be subject to the board’s annual sub-
mission of both a one-year and a three-year budget plan for the main-
tenance of the fairgrounds and to identify revenue sources. (Prior to
LB 1236, the state had provided minimal funding for upkeep of the
fairgrounds).

LB 1236 passed 41-0 and was approved by the Governor on April
17, 2002.

LEGISLATIVE BILLS NOT ENACTED

LB 1209 — Include
Feeder Livestock
and Feeder Grain
in the Nebraska
Livestock Sellers

Protective Act
(Schrock)

LB 1209 would have included purchasers of feeder grain and feeder
livestock (feeder livestock) in the Nebraska Livestock Sellers Protec-
tive Act. Feeder livestock are animals such as cattle, sheep, and swine
that are kept for purposes of increasing weight or enhancing other
qualities for resale. The act would have extended to sellers of feeder
livestock the protection already given to sellers of slaughter livestock.
(Slaughter livestock are animals meant for immediate slaughter.)

The bill was intended to protect sellers of feeder livestock in cash sales
to feedlots with a capacity larger than 3,000 animals from liens when
feedlots default on their loans. Cash sales are those in which the seller
does not extend credit to the buyer. Under the Uniform Commercial
Code, title passes to the feedlot upon delivery and secured creditors of
the feedlot typically have priority over unpaid cash sellers of livestock
once the feedlot takes possession of the animals. LB 1209 found this
situation to be a burden on commerce in livestock.

To remedy this situation, LB 1209 would have created a “trust inter-
est” in cash sales of feeder livestock and all receivables or proceeds
from the resale of the feeder livestock.

The trust interest would have existed until the seller received full pay-
ment. The unpaid seller of feeder livestock would have had to give
written notice of nonpayment within 30 days after the payment was
due or within 15 days after the seller received notice that the payment
was dishonored. The seller could not have waived the trust interest.

Under the act, a feedlot would have had to provide security in the
form of a: (1) corporate surety bond; or (2) certificate of deposit or
money market account, in amounts provided for by the bill and ap-
proved by the Director of Agriculture (director). The feedlot also



would have had to be bonded to satisfy the federal Packers and Stock-
yards Act.

The surety bond could only have been cancelled with 30 days’ written
notice to the director. The director in turn would have had to provide
public notice of the cancellation of the feedlot’s security.

Finally, LB 1209 would have required the department to conduct an
annual audit of all feedlots, including feeder livestock received, han-
dled, and sold. The feedlot would have paid for the audit.

In addition to LB 1209, the Legislature introduced LB 1006, which
would have made changes to the Uniform Commercial Code by add-
ing provisions specifically dealing with sales to feedlot operators. LB
1006 is discussed on p. 21 of this report.

LB 1209 did not advance from committee and died with the end of
the session.



APPROPRIATIONS COMMITTEE
Senator Roger Wehrbein, Chairperson

ENACTED LEGISLATIVE BILLS

Biennial Budget
Adjustments

According to the Chinese calendar, 2002 is the “Year of the Horse”;
however, ask anyone affiliated with the Nebraska Legislature and that
person will emphatically state that 2002 was the “Year of the Budget™!
Lawmakers knew from the first legislative day that the budget would be
the session’s top priority. For months, the state’s revenue receipts were
substantially below projections. Senators convened in special session in
November and enacted significant budget reductions. As they ad-
journed sine die in November, they were well aware of the tough task
that faced them in January. Indeed the task got tougher between No-
vember and January as the budget picture darkened. Legislators arrived
in Lincoln in January, knowing that they would have to balance a
budget that was nearly $186 million in the red. Since the Nebraska Con-
stitution requires a balanced budget, it was incumbent upon the Legisla-
ture to find an answer.

What became known and enacted as the “budget package” was a com-
bination of bills that essentially had three prongs. The first prong re-
duced appropriations; the second prong cut state aid to schools; and
the third prong increased revenue. Together the package enacted by
the Legislature balances Nebraska’s budget for this biennium. Unfor-
tunately, the budget problems are not likely to disappear. A special ses-
sion is a possibility, and the Ninety-eighth Legislature will face many
difficult decisions when it convenes in January 2003.

LB 1309 and LB 1310 represent the first prong of the budget package.
The bills contain the spending cuts and fund transfers recommended
by the Appropriations Committee and are discussed here. The second
prong takes the form of LB 898, which makes changes to the formula
for state aid to schools, effectively reducing such aid by approximately
$22 million. The bill was heard by the Education Committee and is
discussed on p. 30 of this report. LB 905, LB 947, and LB 1085 com-
prise the third, revenue-raising prong of the budget package. Generally,
those bills change calculations relating to estate taxes and generation-
skipping transfer taxes, change provisions relating to taxation of cell
phone services, increase the tax on cigarettes, increase the income tax
and the sales tax, change provisions relating to depreciation, and
broaden the sales tax base. The bills were heard by the Revenue Com-
mittee and are discussed beginning on p. 69 of this report.



LB 1309 — Biennial
Budget Adjustments

(Kristensen, at the request of the
Governor)

LB 1309 includes the spending cuts approved by the Legislature. As
enacted, the bill also includes provisions of LB 272 and LB 929. Major
budget reductions included in the proposal are:

= An across-the-board budget cut of three percent for most state agen-
cies for fiscal year 2002-03. This budget reduction is in addition to
the five-percent budget reduction enacted by lawmakers during the
special session. Aid to local governments, special education, com-
munity colleges, and homestead exemptions also are subject to the
three-percent cut. However, several agency programs are excluded
from the three-percent cut, including Medicaid, aging programs, cer-
tain higher education student loan programs, the Department of
Revenue, 24-hour treatment facilities, certain costs resulting from
lawsuits, constitutional officers’ salaries, and the state court system.

= Additional across-the-board cuts. Under the bill, appropriations to
the University of Nebraska and the Nebraska state colleges are re-
duced by one percent. (Again, this reduction is in addition to the
reduction prescribed during the special session. During such ses-
sion, the university appropriation was reduced two and one-half
percent and the appropriation to state colleges was reduced one
percent.) Appropriations to the Department of Labor, the Ne-
braska Arts Council, and the Nebraska State Patrol are reduced two
percent, while the appropriation to the Department of Correctional
Services is reduced by two percent, in addition to a lump-sum cut
of $1.07 million.

The appropriation for a county juvenile services aid program is re-
duced nearly $1.4 million in fiscal year 2001-02. The program also fell
victim to the three-percent budget reduction and a lump-sum cut of
$600,000. The appropriation to the Crime Victims Reparations pro-
gram is also reduced for fiscal year 2001-02.

While LB 1309 includes the bulk of the Legislature’s budget-cutting
decisions, the bill includes several necessary appropriations. The
homestead exemption program is actually increased by $1.73 million
in fiscal year 2001-02, and the Health and Human Services System
will receive approximately $730,000 for a 10-bed secure facility con-
tract to provide treatment to high-security juveniles who cannot be
housed at the Youth Rehabilitation and Treatment Center in Kear-
ney. Appropriations are also made to continue the masonry work on
the State Capitol and to develop a program statement for the con-
struction of a new veterans’ facility by the Department of Veterans’
Affairs.

LB 1309 passed with the emergency clause 47-1 and was presented to
the Governor for his consideration. Governor Johanns used his line-
item veto power and cut approximately $74.3 million from the state’s



budget. The Governor increased the cut to the University of Ne-
braska and the state colleges from one percent to three percent. He
recommended additional reductions as well, including:

= $2.5 million, by closing the Hastings Correctional Center;

= $781,000, by reducing by 75 percent funds available for property
tax relief;

= $920,000, by eliminating value-added grants. Value-added grants are
used to develop niche markets for agricultural products and eco-
nomic strategies for rural areas;

= $115,000, by reducing funds earmarked to help 10 Nebraska com-
munities develop and revitalize their downtown areas (the Main
Street program);

= $210,000, by reducing funding for the microenterprise loan program,
a program designed to assist small businesses in depressed urban and
rural areas;

= $6.7 million from the Health and Human Services System for pro-
grams related to adoption incentives and lowering income eligibility;

= $347,373, by eliminating funding for the Nebraska Rural Develop-
ment Commission;

= $230,000 from the Department of Environmental Quality for pro-
grams related to Superfund site federal cost sharing; and

» $689,322 from the Coordinating Commission for Postsecondary
Education for three need-based scholarship programs.

Additionally, the Governor vetoed $13 million of a proposed $16.5
million cash transfer from the Securities Act Cash Fund.

On Wednesday, April 10, 2002, the Legislature voted 30-15 to over-
ride approximately $44.1 million of the Governor’s vetoes. Senators
voted to override vetoes relating to the University of Nebraska and
the Nebraska state colleges. Additional vetoes overridden by the Leg-
islature included:

= $6.1 million for the Health and Human Services System for costs
associated with the Medicaid program;

= $2.1 million for the Health and Human Services System for devel-
opmental disability rates;

= $1.5 million for the Department of Natural Resources for resources
development projects;



= $1.3 million for the Nebraska Supreme Court for probation services;
= $781,914 for the community colleges;

= $722,500 for the Department of Correctional Services for jail reim-
bursement assistance to counties;

= $646,626 for the Department of Economic Development for ad-
ministration and tourism programs;

= $621,000 for the Department of Roads for local transit assistance;

= $424,398 for the Nebraska Supreme Court for dispute resolution
funding;

= $230,000 for the Nebraska State Historical Society for the Ford
Conservation Center;

= $15,000 for the Board of Educational Lands and Funds for base
operations; and

= $11,996 for the Commission for the Blind and Visually Impaired.

LB 1310 — Provide
for Interfund Trans-
fers and Change
Provisions Relating
to the Use of Certain
Funds

(Kristensen, at the request of the
Governor)

LB 1310 makes several transfers from cash funds to the state’s Gen-
eral Fund and to a Medicaid program cash fund. As enacted, the bill
includes provisions of LB 1101, LB 1164, LB 1197, LB 1234, and LB
1235. Some of the many transfers prescribed in the bill are:

= $4 million from the Bureau of Examining Boards Cash Fund to the
General Fund;

= $1.6 million from the Education Innovation Fund to the General
Fund;

= $4 million from the Compensation Court Cash Fund to the Gen-
eral Fund;

= $22.5 million from the Cash Reserve Fund to the General Fund;

= $6 million from the Petroleum Release Remedial Action Cash Fund
to the General Fund;

= $5 million from the Tobacco Prevention Fund to a Medicaid pro-
gram cash fund; and

= $2.5 million from the Tobacco Products Administration Cash Fund
to the General Fund.



During the debate on LB 1310, several senators voiced concerns re-
garding the interfund transfers, stating that funds were being used for
purposes which were totally unrelated to their original purposes.
Supporters of the transfers, while acknowledging the concerns, be-
lieved the drastic state of the budget necessitated the transfers.

LB 1310 passed with the emergency clause 45-2 and was approved by
the Governor on April 8, 2002.



BANKING, COMMERCE, AND INSURANCE

COMMITTEE

Senator David Landis, Chairperson

ENACTED LEGISLATIVE BILLS

LB 385 - Facilitate
the Creation of
Perpetual
“Dynasty” Trusts

(Landis)

LB 385 permits the statutory rule against perpetuities to be sus-
pended by the terms of a trust instrument. Known as “dynasty”
trusts or “dynastic” trusts, the laws in a number of other states, in-
cluding South Dakota and Illinois, permit the creation of such trusts.
According to Black’s Law Dictionary, the rule against perpetuities is
“a rule against remoteness vesting” and prohibits “the grant of an es-
tate unless the interest must vest, if at all, no later than 21 years after
the death of some person alive when the interest was created.”

LB 385 passed 44-1 and was approved by the Governor on March
18, 2002.

LB 547 — Change
Provisions Relating

to Insurance Fraud
(Landis)

LB 547 changes Nebraska’s insurance fraud provisions. For purposes
of Nebraska’s Insurance Fraud Act and the Nebraska Criminal Code,
which set forth the elements of the crime of insurance fraud, LB 547
redefines the term “insurer” to include an employer who is approved
by the Nebraska Workers’ Compensation Court as a self-insurer.

In addition, LB 547 requires such workers’ compensation self-
insurers to pay an annual fee — to be prescribed by the Director of
Insurance — of up to $1,000 to the compensation court. The fee
revenue will be credited to the Department of Insurance Cash Fund.
Willful refusal by any self-insurer to pay the annual fee constitutes
grounds for the compensation court to suspend or revoke the court’s
approval of the self-insurer to provide self-insurance coverage for
workers’ compensation liability.

LB 547 also provides for a number of related clarifications in existing
law. For instance, LB 547 clarifies that the benefit sought to be ob-
tained from a fraudulent insurance act must be a benefit from an in-
surer or pursuant to an insurance policy. LB 547 also clarifies that a
false or fraudulent representation as to death or disability of a policy
or certificate holder applies to a covered person as well.

LB 547 passed 46-0 and was approved by the Governor on March
18, 2002.
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LB 719 — Provide
an Exemption from
the Small Employer
Health Insurance
Availability Act

(Hilgert and Beutler)

LB 719 provides that the Small Employer Health Insurance Availabil-
ity Act does not apply to individual health benefit plans issued to eligi-
ble employees of a small employer if the full cost of the premium is
paid by a salary reduction plan or payroll deduction.

LB 719 passed 43-0 and was approved by the Governor on March
18, 2002.

LB 863 — Change
Provisions Relating
to Real Estate Dis-
closure Statements
and Regulation and
Licensure of Real

Estate Professionals
(Byars and Schimek)

12

LB 863 makes a number of changes in the law governing real estate
disclosure statements and regulation and licensure of real estate pro-
fessionals. The legislation amends a number of existing definitions
and adopts definitions for a number of new terms, including “dis-
tance education,” which is defined to mean courses in which instruc-
tion does not take place in a traditional classroom setting, but rather
through other media by which the instructor and student are sepa-
rated by distance and sometimes by time.

LB 863 redefines the term “residential property” to mean real prop-
erty “which is being used primarily for residential purposes” on
which no fewer than one or more than four dwelling units are lo-
cated. LB 863 requires the written disclosure statement that each
seller of residential real property in the state must provide to a pur-
chaser to be updated — on or before the effective date of any contract
which binds the purchaser to purchase the realty — whenever the
seller knows that information on the written disclosure statement is
no longer accurate.

Additionally, the bill expands the list of exempt transfers (i.e., transfer
for which the written disclosure requirement does not apply) to in-
clude a transfer of newly constructed residential real property which
has never been occupied and a transfer from a third-party relocation
company, if such relocation company has provided the prospective
purchaser a disclosure statement from the most immediate seller,
unless the most immediate seller meets one of the exceptions listed in
Neb. Rev. Stat. sec. 76-2,120.

LB 863 also provides that a salesperson or broker licensed by the State
Real Estate Commission cannot be required to verify the accuracy or
completeness of any disclosure statement. The only obligation of the
buyer’s agent, with respect to the written disclosure statement, is to as-
sure that a copy of the disclosure statement is delivered to the buyer on
or before the effective date of any purchase agreement that binds the
buyer to purchase the property subject to the disclosure statement.

Among its many other provisions, LB 863 redefines the term “adverse
material fact” to include a fact which “significantly affects the desirabil-
ity or value of the property to a party and is not reasonably ascertain-



able or known to a party” and requires a “dual agent” to disclose to
both clients all adverse material facts actually known by the licensee.

The provisions of LB 871 were amended into LB 863. The legislation
provides that the written disclosure statement that a seller of residen-
tial property must provide to the purchaser does not apply to a trans-
fer from one or more co-owners to one or more other co-owners.
The legislation also provides that the errors and omissions insurance
coverage requirement of Neb. Rev. Stat. sec. 81-885.55 does not ap-
ply during any year in which the State Real Estate Commission is un-
able to obtain a group policy for such coverage at a reasonable pre-
mium not to exceed $200.

LB 863 passed 45-0 and was approved by the Governor on April 17,
2002.

LB 957 — Change
Provisions Relating
to Banking and

Finance
(Landis)

LB 957 is the Department of Banking and Finance annual omnibus
cleanup legislation. The bill contains a variety of provisions dealing
with Nebraska’s laws that govern banks, building and loan associa-
tions, credit unions, mortgage bankers, installment sales, installment
loans, and securities. In addition, the provisions of six bills were
amended into LB 957. The following material provides highlights.

As to banks, LB 957 provides streamlined procedures for applica-
tions for chartering a new bank and for moving a bank outside its
charter city. LB 957 also extends the current streamlined application
process that is available for new branch banks to mobile branches;
purchases of existing branches; establishing branches in cities without
financial institutions; and moving branches within a city. In addition,
LB 957 provides the annual update for establishing parity between
state and federally chartered banks.

As to building and loan associations and credit unions, LB 957 pro-
vides the annual update for establishing parity between state and fed-
erally chartered credit unions and building and loan associations.

Also as to credit unions, LB 957 establishes procedures for applications
made under the Nebraska Credit Union Act; coordinates the branch ap-
plication process with LB 957’s streamlined procedures for branch bank
applications; and authorizes the Department of Banking and Finance to
hold a hearing on a proposed credit union merger if the financial condi-
tion of the acquirer warrants a hearing or if the proposed merger appears
to be unfair to the target. Additionally, LB 957 permits the department
to conduct an examination of credit unions as often as it deems neces-
sary. (Prior law required an annual examination.)

As to mortgage bankers, LB 957 exempts employees and exclusive
agents of registered mortgage bankers (and persons exempt from reg-
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istration as a mortgage banker) from the licensing requirements of
the Nebraska Mortgage Bankers Registration and Licensing Act.

As to installment sales, LB 957 exempts contract holders who have
made a refund or credited a refund to an installment payment from
the requirement that the holder of an installment sales contract must
notify a consumer that a refund of an insurance premium on the in-
stallment sales contract may be owed to the consumer.

As to installment loans, LB 957 limits the amount of insurance that
an installment loan licensee can sell on personal property financed by
the licensee. The amount of such insurance cannot exceed the princi-
pal amount of the loan.

As to Nebraska’s Blue Sky (securities) law, LB 957 eliminates a notifi-
cation requirement for employee stock benefit plans that qualify for a
transactional exemption from registration requirements.

Provisions similar to the provisions of LB 897 were amended into
LB 957. The legislation provides for refunding a certain amount of
the registration fee paid by an investment adviser, federal-covered
adviser, or investment adviser representative for 2001. The change is
necessary because of the passage of Laws 2001, LB 53, which
changed the annual registration period from a date-of-issuance basis
to a calendar-year basis. The result of the 2001 change negatively im-
pacted those who registered in 2001.

The provisions of LB 900 were amended into LB 957 to correct ref-
erences in Neb. Rev. Stat. sec. 52-1601(2) to various statutes. As
amended, Neb. Rev. Stat. sec. 52-1601(2) now requires the Secretary
of State to compile lien information relative to liens created under
Neb. Rev. Stat. Chapter 52, articles 2 (artisan’s lien), 5 (thresher’s
lien), 7 (veterinarian’s lien), 9 (petroleum products lien), 11 (fertilizer
and agricultural chemical liens), 12 (seed or electrical power and en-
ergy liens), and 14 (agricultural production liens), and Chapter 54, ar-
ticle 2 (agister’s lien), received by his or her office pursuant to UCC
sec. 9-530(a).

The provisions of LB 927 relating to trust deeds were amended into
LB 957. The legislation makes technical changes in current notifica-
tion requirements pertaining to a transfer of realty in trust to secure
future advances.

The provisions of LB 967 were amended into LB 957. The legislation
coordinates statutes governing financial institutions with a Nebraska
Supreme Court rule that requires a financial institution maintaining a
lawyer trust account to notify the Court’s counsel for discipline of any
overdraft activity with respect to the account. Additionally, the legisla-
tion provides immunity from civil or criminal liability for a financial in-



stitution that makes such a disclosure of what would otherwise be con-
fidential information under Neb. Rev. Stat. sec. 8-1401. The legislation
also makes a number of changes to the Nebraska Capital Expansion
Act; notably, eliminating limitations on the amount of deposits that a
bank may accept from the state investment officer. (The limitations
were based on the amount of the bank’s equity capital.)

The provisions of LB 968 were amended into LB 957. The legislation
provides that bonds issued by state colleges and the Board of Regents
are exempt from the requirement of Neb. Rev. Stat. sec. 10-126 that
bonds must be redeemable at the option of the issuer within five
years of the date of issuance.

The provisions of LB 1153 were amended into LB 957 to help enforce
the requirement that a lender must provide a release of a mortgage or
reconveyance of a trust deed in a timely fashion when the debt has
been paid. The legislation permits anyone who pays off a mortgage or
trust deed on behalf of a debtor to recover statutory damages that the
debtor would have been entitled to recover for the lender’'s noncom-
pliance and permits such damages to be paid from the lender’s bond
posted with the Department of Banking and Finance.

LB 957 contains a number of miscellaneous provisions as well.

LB 957 passed with the emergency clause 45-0 and was approved by
the Governor on April 19, 2002.

LB 1089 —
Eliminate Certain
Branch Banking

Restrictions
(Landis)

LB 1089 basically eliminates branch banking restrictions for small
banks in Nebraska while retaining branch banking restrictions for
large banks in the state. LB 1089 uses a deposit cap for determining
whether unlimited branching will be allowed.

The size of the deposit cap provided for by LB 1089 is 22 percent of
total deposits in Nebraska. That is, unlimited branching is not al-
lowed for any bank that exceeds the deposit cap. (At the present
time, there is no bank in Nebraska that has 22 percent or more of to-
tal deposits in this state, though one bank is commonly thought to be
much closer to the 22-percent deposit cap than any other bank in the
state.)

LB 1089’s general rule provides that any bank located in Nebraska
can, with the approval of the Director of Banking and Finance, “es-
tablish and maintain in this state an unlimited number of branches at
which all banking transactions allowed by law may be made.” How-
ever, unlimited branching is not allowed for any bank that owns or
controls more than 22 percent of the total deposits in Nebraska or
any bank that is a subsidiary of a bank holding company that owns or
controls more than 22 percent of the total deposits in Nebraska.
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However, with approval of the Director of Banking and Finance, a
bank that has more than 22 percent of the deposits in this state “may
establish and maintain in the county in which such bank is located an
unlimited number of branches at which all banking transactions al-
lowed by law may be made, except that if such bank is located in a
Class I or Class 111 county, such bank may establish and maintain in
Class | and Class 111 counties an unlimited number of branches at
which all banking transactions allowed by law may be made.”

LB 1089 also provides that if a bank that does not have more than 22
percent of total deposits in this state establishes branches as allowed
by the general rule and subsequently exceeds the 22-percent deposit
cap, the bank will not be subject to the branch banking limitations
that apply to a bank that has exceeded the deposit cap. Note, how-
ever, that this grace applies only “with regard to any such established
branch as if such bank had not” exceeded the 22-percent deposit cap.

LB 1089 also contains a number of harmonizing provisions and rede-
fines the term financial institution so as to eliminate “automated teller
machine” as a defining characteristic of a financial institution.

LB 1089 passed 29-12 and was approved by the Governor on April
18, 2002.

LB 1139 — Adopt
the Multiple
Employer Welfare
Arrangement Act
and Omnibus
Insurance

Legislation
(Landis)

16

LB 1139 adopts the Multiple Employer Welfare Arrangement Act. A
multiple employer welfare arrangement (MEWA) is an association of
employers that provides a health benefit plan for the employees of
employer-participants. Technically, a MEWA is not insurance for
purposes of state insurance law. Nevertheless, LB 1139 provides for
regulation of a MEWA that offers an uninsured health benefit plan. A
MEWA that offers a health benefit plan that is insured is not subject
to regulation under LB 1139.

Among other things, LB 1139 contains a statement of legislative find-
ings and intent and it defines key terms. Congress recognized MEWAS
“as vehicles for offering traditional accident and health benefit pro-
grams through the Employee Retirement Income Security Act of
1974” (ERISA). A MEWA can be subject to state regulation that is not
inconsistent with federal law if the health benefit plans offered by a
MEWA are not fully insured. The Legislature’s intent is to promote the
legitimacy and financial integrity of health benefit plans that are not
fully insured by requiring a MEWA offering such plans to obtain a cer-
tificate of registration from the Nebraska Department of Insurance.
LB 1139 defines the phrase “multiple employer welfare arrangement”
with reference to its definition under federal law (29 U.S.C. sec. 1002,
as such section existed on January 1, 2002).



The general rule of LB 1139 prohibits any MEWA from offering a
health benefit plan to Nebraska-based employers unless the health
benefit plan is a fully insured health benefit plan or unless the MEWA
has obtained a certificate of registration from the department. To ob-
tain a certificate of registration, a MEWA must file an application form
along with certain documentation concerning the plan (e.g., a state-
ment showing in full detail the plan for offering a health benefit plan
by the applicant) and pay a $1,000 fee to the department. An applica-
tion will be denied if the requirements of LB 1139 have not been met;
however, the department must provide written notice of denial setting
forth the basis for the denial. If the applicant submits a written request
for reconsideration of the denial within 30 days after the notice was
sent by the department, the department must hold a hearing on the
denial pursuant to the Administrative Procedure Act.

LB 1139 provides that a MEWA can only be established by an asso-
ciation of employers. The legislation prohibits conditioning member-
ship in the association on the amounts of: (1) dues or other payments
for membership; or (2) coverage, under a health benefit plan, based
on health-status-related factors with respect to the employees offered
coverage under the health benefit plan. LB 1139 also requires that the
association be in existence and engaged in substantive activity for its
members (other than sponsorship of a health benefit plan) for more
than three years before applying for a certificate of registration; be
composed of two or more members, all of which are in the same
trade or industry; and before filing an application for registration,
have two or more members who are employers with an aggregate of
200 or more participating employees.

Furthermore, LB 1139 requires a MEWA to establish a trust — pursu-
ant to a written trust agreement — to hold all funds pertaining to the
uninsured health benefit plan. The bill requires the trust to be oper-
ated by a board of trustees pursuant to the trust agreement. LB 1139
also requires trustees to meet certain requirements (e.g., all trustees
must be owners, partners, officers, directors, or employees of one or
more participating employers) and provides duties for trustees (e.g.,
serve as a fiduciary of the trust).

LB 1139 also requires a regulated MEWA to be the named insured of a
stop-loss insurance policy providing coverage in excess of the MEWA'’s
retention of 125 percent of the MEWA'’s expected health benefit claims
costs as determined on an annual basis. The stop-loss policy must be
evidenced by a binder or policy by an insurer licensed to transact the
business of insurance in Nebraska and must contain a provision that
coverage cannot be terminated by the insurer unless the MEWA and the
department receive a written notice of termination from the insurer at
least 30 days before the effective date of termination.
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LB 1139 authorizes a MEWA's board of trustees to levy deficiency
assessments if the MEWA's assets and stop-loss policy coverage are
at any time insufficient to pay claims made against the health benefit
plan and maintain adequate reserves and surpluses.

An employer-participant’s membership in the association may be
terminated voluntarily or involuntarily. In either case, a terminated
employer-participant may be held liable for certain obligations.

LB 1139 requires a MEWA to give notice to participating employers
and employees that its health benefit plan is not insurance; is not sub-
ject to state insurance regulation; and is not covered by the Nebraska
Life and Health Insurance Guaranty Association.

The bill also requires a MEWA to file an annual report and pay an
annual fee of $200 to the department. LB 1139 authorizes the de-
partment to conduct reviews of a MEWA to assure legitimacy and fi-
nancial integrity. Furthermore, every year, a MEWA must obtain and
provide to the department a statement from a qualified actuary that
contains certain specified information pertaining to things such as the
rates charged by the MEWA and the sufficiency of its reserves to pay
claims and associated expenses for the health benefit plan.

LB 1139 permits — after notice and hearing — the department to sus-
pend or revoke a MEWA'’s certificate of registration or impose an
administrative fine of up to $1,000 per violation, or any combination
of violations, if the department finds that a MEWA has committed
any of seven different prohibited acts, such as failing to maintain the
required stop-loss insurance policy. In addition, or as an alternative to
suspension, revocation, or fine, the bill authorizes the department to
issue a cease and desist order to a MEWA if the MEWA engages in
any such prohibited activity. LB 1139 also gives the department au-
thority to issue rules and regulations to carry out LB 1139.

Additionally, LB 1139 provides that Nebraska’s insurance laws do not
apply to health benefit plans offered by MEWAs — except as specifi-
cally set forth in LB 1139 — and that none of the provisions of LB
1139 will be construed to include an insolvent MEWA within the pro-
visions of the Nebraska Insurers Supervision, Rehabilitation, and Lig-
uidation Act.

LB 1139 also contains some of the provisions of LB 1092, in modi-
fied form. The legislation is the annual omnibus cleanup legislation
for the Department of Insurance. The legislation:

(1) Conforms deadlines for approving a change in control of a
domestic insurer to the 60-day periods provided for by the federal
Gramm-Leach-Bliley Financial Services Modernization Act;



(11)

Increases from $30 to $50 the per diem compensation paid to
members of medical review panels pursuant to the Nebraska
Hospital-Medical Liability Act;

Boosts the standing of the federal government for priority of
payment in insurer liquidation proceedings ahead of payments
of reasonable compensation to employees for up to two
months of services;

Permits insurers that lend foreign securities to accept the
required collateral in the same currency used to denominate the
value of the foreign security;

Defines the terms “affiliation period” and “health maintenance
organization” for purposes of the Small Employer Health
Insurance Availability Act and makes other changes to that act,
including a requirement that small-employer carriers must
provide written certification of creditable coverage to
individuals as prescribed in the legislation;

Changes provisions of the Small Employer Health Reinsurance
Program, including changing a due date for certain action
required to be taken by the board from March 1 to April 1;

Eliminates the requirement that surplus lines insurance brokers
must post a bond;

Amends the Reinsurance Intermediary Act, including adding
provisions which require the Department of Insurance to use
the application form submitted by a nonresident reinsurance
intermediary to his or her home state as the application for a
nonresident licensee in Nebraska;

Imposes notice requirements and provides for imposing a $50
per day late fee on third-party administrators who do not timely
file an annual report (such late fees will be credited to the
permanent school fund) and permits the department to also
suspend or refuse to renew a third-party administrator’s
certificate of authority;

Makes additional changes in the state’s insurance laws to
conform with the requirements of the federal Health Insurance
Portability and Accountability Act of 1996 and recent federal
regulations, including provisions relating to written certification
of creditable coverage;

Amends the Property and Casualty Insurance Rate and Form
Act, including provisions of the act that relate to fire insurance
and medical professional liability insurance. The legislation also
clarifies that the act does not apply to rating systems or policy
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forms used by insurers to provide coverage for risks assumed
by businesses that provide warranties or service contracts for
their customers.

LB 1139 also contains provisions relating to title insurance. LB 1139
eliminates self-certification of accounts by title insurance agents; re-
quires annual audits of title insurance firms beginning January 1,
2004; requires letters of indemnification at the closing of real estate
transactions; and requires title insurance underwriters to insure
against theft of escrow and settlement funds. (The bankruptcy of
State Title Services of Lincoln — following the alleged theft of funds
over a period of years by the company’s owner — was an impetus for
these changes.)

LB 1139 passed 47-0 and was approved by the Governor on April
19, 2002.

LEGISLATIVE BILLS NOT ENACTED

LB 361 — Adopt

the Uniform Trust
Code and Eliminate
the Nebraska Trus-

tees’ Powers Act
(Landis)

LB 361 would have adopted the Uniform Trust Code and would
have eliminated the Nebraska Trustees’ Powers Act, Neb. Rev. Stat.
secs. 30-2819 to 30-2826, which remains virtually unchanged since it
was first enacted by Laws 1980, LB 440. According to the Introdu-
cer's Statement of Intent, the Uniform Trust Code “is the first truly
national codification of the law of trusts” and “provides fundamental
rules that apply to all voluntary trusts. It is a default statute for the
most part, because the terms of a trust will govern even if inconsis-
tent with statutory rules.”

LB 361 did not advance from committee. LR 367 provides for an in-
terim study to determine whether Nebraska should enact the Uni-
form Trust Code.

LB 825 - Require
Insurance Coverage
for Reproductive
Health Care

(Foley)
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LB 825 would have prohibited certain insurance policies from ex-
cluding coverage for reproductive health care, which the bill defined
to mean “the diagnosis, maintenance, and treatment of the natural
reproductive process of the human body.” LB 825 would have stated
that the procedures necessary to diagnose, maintain, or treat infertility
are included in that definition. The bill also would have provided that
the term does not include abortion, artificial reproductive technolo-
gies, or contraceptive devices. The provisions of LB 825 would have
applied to any individual or group sickness and accident insurance
policy or subscriber contract and any hospital, medical, or surgical
expense-incurred policy, except for policies providing coverage for a
specific disease or other limited benefit coverage, and any self-funded
employee benefit plan to the extent not preempted by federal law.



LB 825 advanced to General File, but a motion to bracket the bill until
April 18, 2002, prevailed, and the bill died with the end of the session.

LB 1006 — Change
Provisions Relating
to Sales under the
Uniform Commer-

cial Code

(Schrock, Burling, Cudaback,
Jones, Raikes, and Stuhr)

LB 1006 would have made changes to Article 2 (Sales) of the Uni-
form Commercial Code (UCC) by adding new provisions specifically
dealing with sales to feedlot operators.

Specifically, the bill would have added a new subsection to UCC sec.
2-401, which provides rules governing situations not covered by
other provisions of UCC Article 2 and material matters of title. LB
1006 would have provided that, notwithstanding any other provision
of UCC section 2-401, title does not pass until payment is made in
situations where cattle or crops have been delivered to a feedlot un-
der a contract for sale and payment of the consideration for the sale
has not been received.

In addition, LB 1006 would have added a new subsection to UCC
sec. 2-403. The general rule provided by UCC sec. 2-403(1) is that a
purchaser of goods acquires all title which his or her transferor had
or had power to transfer except that a purchaser of a limited interest
acquires rights only to the extent of the interest purchased. LB 1006
would have provided that, notwithstanding any other provision of
UCC section 2-403, if cattle or crops have been delivered to a feedlot
under a transaction of purchase and if payment of the consideration
for the transaction has not been received, the buyer does not have
power to transfer good title to a good faith purchaser for value until
payment is made.

LB 1006 did not advance from committee.
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BUSINESS AND LABOR COMMITTEE
Senator Matt Connealy, Chairperson

ENACTED LEGISLATIVE BILLS

LB 29 — Change
Collective-
Bargaining
Representation

Provisions

(Redffield, Schimek, Byars,
Dw. Pedersen, and Priester)

LB 29 clarifies current Nebraska law, which permits any employee to
choose his or her own representative in any grievance or legal action,
by providing that such employee is free to choose a representative
whether or not an exclusive collective-bargaining representative has
been certified.

LB 29 also provides that if an employee who is not a member of a la-
bor organization chooses to have legal representation from the labor
organization in any grievance or legal action, the employee must re-
imburse the organization for the employee’s pro rata share of actual
legal fees and court costs incurred by the organization while repre-
senting the employee in the grievance or legal action.

Finally, LB 29 clarifies that certification of an exclusive collective-
bargaining agent does not preclude any employer from consulting
with lawful religious, social, fraternal, or other similar organizations
concerning general matters affecting employees, as long as such con-
sulting contracts do not assume the character of formal wage, hour,
or condition-of-employment negotiations.

LB 29 passed 46-0 and was approved by the Governor on April 17,
2002.

LB 417 — Allow
Certain Executive
Officers of For-Profit
and Nonprofit
Corporations to
Opt-In for Workers’
Compensation
Coverage

(Business and Labor Committee)

Operative January 1, 2003, LB 417 allows an individual who owns at
least 25 percent of the common stock of a for-profit corporation and
who is an executive officer of the corporation to opt-in for workers’
compensation insurance coverage. The bill also allows an individual
who is an executive officer of a nonprofit corporation who receives
annual compensation of $1,000 or less from the corporation to opt-in
for workers’ compensation coverage. Prior law required such an ex-
ecutive officer to be covered by workers’ compensation insurance,
unless he or she filed a waiver opting out of coverage.

Such individuals must file a written election with the secretary of the
corporation and with the workers’ compensation insurer to opt-in for
workers’ compensation coverage. The election is effective upon receipt
by the insurer for the current policy and subsequent policies issued by
such insurer and remains in effect until the election is terminated, in
writing, by the officer and the termination is filed with the insurer or
until the insurer ceases to provide coverage for the corporation,
whichever comes first. Such termination of election must also be filed
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with the secretary of the corporation. If the election is not made and if
a “health, accident, or other insurance policy” covering the executive
officer contains an exclusion of coverage when “the insured is other-
wise entitled to workers’ compensation coverage,” LB 417 provides
that the “exclusion is null and void as to such executive officer.”

LB 417 also provides that an executive officer who owns less than 25
percent of the common stock of a for-profit corporation or an execu-
tive officer of a nonprofit corporation who receives annual compen-
sation of more than $1,000 from the corporation will be considered
to be an employee of the corporation for purposes of the Nebraska
Workers’ Compensation Act.

LB 417 allows the Nebraska Workers’ Compensation Court to ap-
prove lump-sum settlement agreements that provide for payment of
medical expenses related to the injury and incurred by the employee
in the future. According to the Introducer’s Statement of Intent, the
bill provides clear statutory authority for the compensation court to
approve such lump-sum settlement agreements.

Finally, LB 417 provides that an employer who is not subject to the
Nebraska Workers’ Compensation Act (i.e., an employer of household
domestic servants, farm laborers, or ranch laborers) can make an elec-
tion to bring such employees within the provisions of the act. To make
the election, the employer needs to obtain a workers’ compensation in-
surance policy covering such employees. If the election has not been
made and any health, accident, or other insurance policy covering such
employees contains an exclusion of coverage if the insured is otherwise
entitled to workers’ compensation coverage, that insurance policy’s ex-
clusion of coverage is null and void as to such employees.

LB 417 passed 43-0 and was approved by the Governor on March
18, 2002.

LB 921 — Subject
Professional
Employer
Organizations to
the Employment
Security Law and
Eliminate Refer-
ences to Employee
Leasing Companies

(Business and Labor Committee)
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LB 921 reforms the Employment Security Law as it relates to situa-
tions involving employee leasing. In a typical employee leasing ar-
rangement, a business organization (called a “professional employer
organization” in LB 921) agrees to supply workers and provide pay-
roll services for a client. LB 921 provides rules governing payment of
unemployment taxes in such situations.

LB 921 requires a professional employer organization (PEO) to re-
port and pay unemployment taxes, penalties, and interest owed upon
wages earned by worksite employees under the client’s employer ac-
count number using the client's combined unemployment tax rate.
LB 921 provides that worksite employees are considered employees
of the client for purposes of the Employment Security Law. Thus,
the client will be held liable for payment of unemployment taxes,



penalties, and interest owed upon wages paid to worksite employees
if the PEO fails to pay the amount of such taxes, penalties, and inter-
est owed.

As defined by LB 921, a PEO is any person or legally recognized en-
tity that enters into a professional employer agreement with a client
or clients for a majority of a client’s workforce at a client worksite.
However, the term excludes a temporary help firm and an insurer as
defined in Neb. Rev. Stat. sec. 44-103. (That statute defines insurer to
include “all companies, exchanges, societies, or associations whether
organized on the stock, mutual, assessment, or fraternal plan of in-
surance and reciprocal insurance exchanges.”)

LB 921 defines “professional employer agreement” (PEA) to mean a
written professional employer services contract whereby a PEO
agrees to provide payroll services, employee benefit administration,
or personnel services for a majority of the employees providing ser-
vices to the client at a client worksite; the agreement is intended to be
ongoing rather than temporary; and employer responsibilities for
worksite employees (e.g., hiring, firing, and disciplining) are shared
between the PEO and the client by contract. However, a PEA does
not include a contract between a parent corporation and a wholly
owned subsidiary. (LB 921 provides that an employee of a wholly
owned subsidiary is considered to be concurrently employed by the
parent corporation and the subsidiary whether or not both compa-
nies separately provide “renumeration” (sic).)

LB 921 passed with the emergency clause 48-0 and was approved by
the Governor on April 19, 2002.

LB 1168 — Create
the Fatigue
Counter-Measure
Task Force

(Business and Labor Committee)

LB 1168 creates the Fatigue Counter-Measure Task Force to study
the issue of fatigue as it relates to railroad employees in Nebraska and
to present a report to the Legislature on or before December 1, 2002.
The objective of the task force is to identify and examine the proc-
esses and conditions that may lead to fatigue of railroad employees
and to “recommend corresponding actions in the interest of safety.”
The recommendations must include an analysis of the state and fed-
eral laws and policies under which railroad employees operate.

Study topics must include research on employees’ health, quality of
life, safety, and schedules. The task force is also required to examine
the causes of fatigue, the effectiveness of existing counter-measure
programs, and best practices for education and dissemination of in-
formation about fatigue.

LB 1168 passed with the emergency clause 36-0 and was approved by
the Governor on April 17, 2002.
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LEGISLATIVE BILLS NOT ENACTED

LB 1001 — Require
Employers to Pro-
vide an Itemized
Statement of Pay-
roll Deductions to
Employees

(Bourne)

LB 1001 would have required most employers to provide each em-
ployee with a legible printed, typewritten, or handwritten itemized
statement of payroll deductions withheld from that employee’s wages
for each pay period in which such withholding occurs. Employers of
domestic labor in private homes would have been exempt from the
bill’s requirements.

The bill would have allowed an aggrieved employee to bring a lawsuit
for an injunction ordering the employer to comply with the require-
ments of LB 1001. In addition, the bill would have required the court
issuing the injunction to award reasonable attorney’s fees to the ag-
grieved employee.

LB 1001 advanced to General File but died at the end of the session.

LB 1185 — Provide
an Exemption
from Workers’
Compensation
Coverage for Cer-
tain Agricultural
Employees

(Bromm and Connealy)
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As introduced, LB 1185 would have exempted from the Nebraska
Workers’ Compensation Act employers of ten or fewer unrelated
employees or any number of certain employees who are related to the
employer within the second degree of consanguinity if engaged in
“agricultural pursuits.” However, such an exempt employer would
have been allowed to elect to provide and pay compensation for ac-
cidental injuries by insuring the employees under the act. The bill
would have defined “agricultural pursuits” to mean (1) the cultivation
of land for the production of agricultural crops, fruit, or other horti-
cultural products or (2) the ownership, keeping, or feeding of animals
for the production of livestock or livestock products.

As amended on General File, the bill's provisions changed substan-
tially. The bill’s original provisions and the committee amendment
were struck and replaced with provisions that:

(1) Would have included within the Nebraska Workers
Compensation Act employers engaged in “agricultural pursuits”
who employ six or more unrelated employees working on the
same day, each working day for at least 13 consecutive weeks
during a calendar year;

(2) Would have exempted from the act (a) railroad companies
operating in interstate or foreign commerce, (b) employers of
household domestic servants, (c) agricultural employers of any
number of related employees engaged in agricultural pursuits,
and (d) employers engaged in agricultural pursuits with fewer
than six employees;

(3) Would have defined the terms agricultural pursuits and related
employee;



Would have made changes to some of the provisions of Laws
2002, LB 417 (which is discussed beginning on page 23 of this
report), including the provision allowing an exempt employer
to elect to bring employees within the act and the related
provision rendering null and void exclusion-of-coverage clauses
in health, accident, or other insurance policies that cover an
employee whose employer has made the election;

Would have imposed (a) criminal liability (Class I misdemeanor)
on any general partner who knowingly participates or acquiesces
in an act with intent to avoid payment under the Nebraska
Workers’ Compensation Act and (b) joint and several liability
among the general partner and the partnership itself (excluding
limited partners), provided that the partnership is the employer
and the partnership is a limited partnership or limited liability
partnership; and

Would have provided that coverage under the act for volunteer
firefighters and volunteer ambulance drivers and attendants
begins “from the instant such persons commence responding to
a call to active duty” rather than — as provided under current law
— when traveling from any place from which they have been
called to active duty.

LB 1185 advanced to Select File as amended but died with the end of
the session.
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EDUCATION COMMITTEE
Senator Ron Raikes, Chairperson

ENACTED LEGISLATIVE BILLS

LB 326 — Adopt

the Nebraska Read,
Educate, and
Develop Youth Act

(Suttle, Foley, Aguilar, Price, and
Stuhr)

Parents of each child born in Nebraska on and after January 1, 2003
will receive a packet entitled “Learning Begins at Birth” as a result of
the Legislature’s passage of LB 326.

LB 326 adopts the Nebraska Read, Educate, and Develop Youth Act.
The act directs the State Department of Education (department), in
cooperation with the Nebraska Health and Human Services System
(HHSS), to develop the previously mentioned packet, which will con-
tain information about child development, child care, how children
learn, children’s health, services available to children and parents, and
other pertinent information.

The bill directs the department to develop a variety of types of pack-
ets, based on the needs of parents, and the information can be in the
form of printed material, video tapes, audio cassettes, or other ap-
propriate media.

The department and HHSS can solicit private financial assistance to
carry out the act. To that end, LB 326 creates the READY Cash
Fund, which will contain money received from private sources to un-
derwrite the costs of the act.

Additionally, the department and HHSS must annually report to the
Legislature and the Governor regarding the actions, activities, ac-
complishments, and shortcomings in carrying out the act.

LB 326 passed 43-0 and was approved by the Governor on March
18, 2002.

LB 460 — Change
Provisions Relating
to School Districts’
Cash Reserve Funds
and the Reorganiza-
tion of Certain Class
I School Districts

(Beutler, Virtiska, and Price)

LB 460 eliminates the limitation on the annual growth of school dis-
tricts’ cash reserve funds and strikes school contingency funds from
other statutory restrictions placed on cash reserve funds. (Prior to the
enactment of LB 460, cash reserve funds held by school districts
could not increase by more that two percent annually.)

Proponents of the measure believe that the changes will allow school
districts to build up their reserve funds faster when district needs have
depleted the funds at a greater rate than expected. It is hoped that
these changes will assist school districts in handling budget difficulties.

29



Additionally, LB 460 lowers the valuation threshold of a Class |
school district from 50 percent to 8 percent. That means a Class |
school district, which has 8 percent or more of its valuation affiliated
with other school districts, must receive the approval of the affected
districts before merging, dissolving, or reorganizing. (Prior law re-
quired 50 percent or more of a Class | district’s valuation to be affili-
ated with other districts before such approval was required.) This
concept was originally prescribed in LB 1212, and was added to LB
460 by amendment on General File.

LB 460 passed with the emergency clause 42-1 and was approved by
the Governor on April 17, 2002.

LB 898 — Reduce
State Aid to Schools

(Kristensen)
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As one of the three major prongs in the budget package, the passage
of LB 898 reduces state aid to schools by approximately $22 million.

As originally introduced, LB 898 would have increased the local ef-
fort rate for two years. The local effort rate is the rate applied to the
adjusted valuation in each local school system to arrive at the prop-
erty tax capacity that is used to measure resources in the state aid
formula for schools.

As enacted, the bill changes the state aid formula by reducing formula
needs, net option funding, and allocated income taxes for the next
three school fiscal years (2002-03, 2003-04, and 2004-05) by 1.25 per-
cent. The maximum levels of funding for the “stabilization factor”
and the “small school stabilization factor” and the budget authority
for Class | school districts that are not a part of a Class VI system are
also reduced by 1.25 percent. Procedures for calculating the “lop off”
are also revised. (The “lop off” is a formula mechanism that provides
that if the state aid formula results in a school system receiving more
revenue than it received in the previous year, the extra aid is “lopped
off” and redistributed to school systems with 900 or fewer formula
students and lower-than-average operating expenditures.)

LB 898 also requires a recertification of state aid for school fiscal year
2002-03 by May 1, 2002, and extends the deadlines for determining
the budget authority for Class | school districts.

LB 898 was amended on Select File to allow school districts and local
school systems to exceed the property tax levy limitation by a vote of
three-fourths of the members of the school district board or system
board. The provision, which is available for school fiscal years 2002-
03 through 2004-05, was added in order to give schools the opportu-
nity to make up for the reduction in state aid caused by the changes
in LB 898.



LB 898 passed with the emergency clause 46-3 but was vetoed by the
Governor. On April 11, 2002, the Legislature voted to override the
Governor’s veto by a vote of 38-5.

LB 1172 — Adopt the
Public Elementary
and Secondary
Student Fee

Authorization Act
(Ralkes)

With the enactment of LB 1172, the Legislature addresses the thorny
issue of school fees. The issue vaulted to the forefront of the legisla-
tive agenda because of a lawsuit filed by Omaha parents alleging that
the imposition of fees by the Omaha Public School District is a viola-
tion of Article VII, section 1, of the Nebraska Constitution, which di-
rects the Legislature to “provide for the free instruction in the com-
mon schools of this state of all persons between the ages of five and
twenty-one years. . . .” The parents allege that fees assessed by the
school district for students’ participation in sports, music, and other
activities violate this provision. (School districts across the state simi-
larly assess such fees.)

During debate on the issue, two legislative approaches emerged — one
was to give districts a general grant of authority to impose fees, leav-
ing the specifics up to each district; the second was to give districts a
very specific list of activities for which fees can be charged. As the
bill proceeded through the legislative process, portions of LB 1059,
another school-fee proposal, were added to the bill. As enacted, LB
1172 attempts to achieve a balance between the two positions and
comply with the Nebraska Constitution.

LB 1172 authorizes a school board or an educational service unit
board to collect fees or to require students to provide special equip-
ment or clothing for the following purposes:

= Participation in extracurricular activities;

= Admission or transportation for spectators attending extracurricu-
lar activities;

= Postsecondary education costs;
= Other transportation costs;
= Copies of student files or records;

= Reimbursement to the school district or educational service unit for
property lost or damaged by the student;

= Before-and-after-school or prekindergarten services;
= Summer school or night school; and

= Breakfast and lunch programs.
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Additionally, the school or educational service unit board can require
students to provide their own notebooks, pens, pencils, etc.; materials
for course projects; and musical equipment.

The bill requires the school board to hold an annual public hearing
on the student fee policy and to adopt the policy by a majority vote
of the board. The fee policy must be included in a student handbook,
which must be distributed at no cost to every student each year.

Finally, as part of its fee policy, the school board or educational service
unit board must establish a waiver policy for those students who qual-
ify for free or reduced-price lunches and other needy students.

LB 1172 passed 40-0 and was approved by the Governor on April
17, 2002.

LEGISLATIVE BILLS NOT ENACTED

LB 880 — Adopt the
Teacher Tuition
Reimbursement

Program Act
(Suttle)

LB 880 would have enacted the Teacher Tuition Reimbursement Pro-
gram Act. The act would have rewarded currently practicing public
school teachers who strengthen their teaching skills by earning a Mas-
ter’'s Degree, acquiring additional teaching endorsements, or taking ad-
ditional course work in their teaching fields or related fields of study.

As amended by the committee amendment, teachers could have
qualified for tuition and mandatory fees for credit hours earned at a
state public postsecondary educational institution, which has a
teacher education program accredited by the State Department of
Education. The program would have been funded with lottery pro-
ceeds through the Education Innovation Fund.

LB 880 advanced to General File but died with the end of the ses-
sion.

LB 1079 — Provide
Funding for Pro-
grams to Recruit
and Retain Quality

Teachers
(Thompson)

32

In addition to LB 880, LB 1079 would have offered another ap-
proach in Nebraska’s efforts to recruit and retain quality teachers. LB
1079 would have distributed money in the Education and Innovation
Fund to several programs aimed at recruiting and retaining quality
teachers in Nebraska.

The bill would have distributed 60 percent of the fund to a program
providing tuition reimbursement for public school teachers who pur-
sue additional teacher education, 20 percent to the Attracting Excel-
lence to Teaching Program, 10 percent to the Mentor Teacher Pro-
gram, 5 percent to the Master Teacher Program, and 5 percent to a
program providing tuition assistance to paraeducators who are trying
to become certified teachers.



LB 1079 was killed by the committee on March 5, 2002.

LB 982 — Change
Provisions Relating
to Americanism

Instruction

(Erdman, Burling, Byars,
Cunningham, Jensen, Jones,
Price, Quandahl, Redfield,
Smith, Stuhr, Tyson, and
Vrtiska)

LB 982 would have changed Nebraska’s Americanism statute, Neb.
Rev. Stat. sec. 79-224. The section directs school districts to appoint
a committee on Americanism to review and approve textbooks used
by the school when teaching American history and government.

LB 982 would have specifically prescribed that “all students shall be
encouraged and have the opportunity to read and study America’s
founding documents that are pertinent to understanding the princi-
ples, character, and world view of America’s founders. . . .” Docu-
ments targeted for study would have included the Declaration of In-
dependence, the United States Constitution, the Bill of Rights, and
the Federalist Papers.

LB 982 did not advance from committee and died with the end of
the session.
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EXECUTIVE BOARD
Senator George Coordsen, Chairperson

LEGISLATIVE BILLS NOT ENACTED

LB 1011 — Authorize
Employment of
Counsel to the
Legislature

(Kristensen and Chambers)

LB 1011 would have allowed the Executive Board of the Legislative
Counsel to employ legal counsel for the Legislature.

The counsel’s primary client would have been the Executive Board,
but the counsel also would have been available to members of the
Legislature and their staffs in their official capacities, if approved by
the board. The counsel position could have consisted of one or more
individuals or firms.

Proponents of the bill argued that the Legislature needs its own inde-
pendent legal counsel, loyal to the legislative branch and free of parti-
san politics. Opponents of the bill argued that it would have infringed
on the constitutional authority of the Attorney General to represent
the state.

LB 1011 advanced to General File but died with the end of the session.

LB 1014 —
Eliminate the
Nebraska Futures

Center
(Coordsen)

LB 1014 would have repealed the implementing statutes for the Ne-
braska Futures Center. Funding for the center was cut during the
2001 legislative special session, effectively forestalling the creation of
the center.

The center was created by Laws 2001, LB 772. Its purpose was to do
long-term planning for the Legislature, the Governor, and other state
leaders and to provide a broader context for their decision-making.

The center would have been governed by a board composed of rep-
resentatives of the executive and legislative branches of state gov-
ernment, local government, postsecondary education, and the private
sector.

LB 1014 advanced to General File but died with the end of the session.

LB 1257 — Change
Boundaries of
Legislative Districts

(Dierks, Cunningham, Jones, and
Vrtiska)

LB 1257 would have redrawn several legislative district boundaries
established by Laws 2001, LB 852.

During last year’s redistricting process, LB 852 moved Legislative
District 18 from rural northeast Nebraska to southern Washington
and northern Douglas counties, including some of the Omaha met-
ropolitan area. LB 1257 would have returned District 18 to northeast
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Nebraska and instead would have moved District 32 in south-central
Nebraska to the same Washington-Douglas county area.

Proponents of LB 1257 argued that northeast Nebraska had already
lost a legislative district in the redistricting following the 1990 federal
census and should not lose one again. Opponents argued that re-
opening the redistricting process after it has been completed could
result in an ongoing redistricting fight.

LB 1257 failed to advance from committee. An effort by the bill’s pro-
ponents to suspend the rules and raise the bill from committee failed
to receive the necessary 30 votes. (The vote on the motion was 29-18.)

LB 1257 died with the end of the session.

LB 1290 — Authorize
Members of the
Legislature and
Elected State
Officials to Partici-
pate in the State
Insurance Program

(Coordsen, Bromm, Chambers,
Kristensen, and Dw. Pedersen)
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LB 1290 would have established that legislators and elected officials
could participate in state insurance programs.

The bill would have clarified that the terms “pay” and “perquisite” in
Article 111, section 7, of the Nebraska Constitution do not include
participation in the Nebraska state insurance program. Article I,
section 7, of the Nebraska Constitution states that: “Members of the
Legislature shall receive no pay nor perquisites other than his or her
salary and expenses.”

LB 1290 also would have changed the statutory definition of “per-
manent state employee” for purposes of participation in employee in-
surance programs to include elected state officers and members of
the Legislature.

State insurance programs available to state employees include life and
health insurance.

LB 1290A would have appropriated $134,000 from the General Fund
for both FY 2002-03 and FY2003-04 to the Legislative Council to
aid in carrying out the provisions of LB 1290. It also would have ap-
propriated $11,000 from the General Fund for both FY2002-03 and
FY2003-04 to the State Department of Education to aid in carrying
out the provisions of the bill.

LB 1290 failed on Final Reading 16-22 and died with the end of the
session.



GENERAL AFFAIRS COMMITTEE
Senator Ray Janssen, Chairperson

ENACTED LEGISLATIVE BILLS

LB 1126 — Authorize LB 1126 allows the state Department of Revenue to deny, suspend,

Charitable Gaming
License and Permit
Administrative
Actions for Liquor
Violations and
Change Keg
Deposit Provisions

(General Affairs Committee)

cancel, or revoke a gaming license if the Nebraska Liquor Control
Commission suspends, cancels, or revokes the licensee’s liquor Ii-
cense for illegal gambling on its premises.

The bill applies to licenses or permits required under the Nebraska
Bingo Act, the Nebraska Pickle Card Lottery Act, the Nebraska
County and City Lottery Act, and the Nebraska Lottery and Raffle
Act. Only activities that occurred on or after July 20, 2002 (the effec-
tive date of the act) are covered.

As amended, LB 1126 also contains a provision pertaining to beer kegs.
It allows retailers to charge deposits that cover the actual cost of the keg
containers. Prior law limited the deposits to a maximum of $50.

LB 1126 passed 45-2 and was approved by the Governor on April
19, 2002.

LEGISLATIVE BILLS NOT ENACTED

LR 6CA —
Constitutional
Amendment to
Permit Gaming
on Indian Lands

(Schimek, Janssen, Aguilar,
Bourne, Connealy, Cudaback,
Cunningham, Hilgert,

Dw. Pedersen, Robak,
Schrock, and Thompson)

LR 6CA would have allowed Nebraska voters at the November gen-
eral