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MEETING 
OF THE 

SENATE STANDING COMMITTEE 
ON 

COMMERCE 

1G·1 

Date: March 31, 1971 

Members Present: 

Members Absent: 

Witnesses : 

Senator Close 
Senator Drakulich 
Senator Hecht 
Senator Swobe 

Senator Lamb 

Dr. White, Director of Commerce 
R. W. Hine, President, First Western 

Savings and Loan 
Sherman Miller, President, Nevada 

Savings and Loan 
Clark Guild, representing Home 

Savings and Loan 

Chairman Close called the meeting to order at 1:10 P.M. 

SB 596 - Creates Nevada home loan mortgage corporation. 

Dr. White told the committee that this bill has just one purpose 
to provide access to current money rates for the savings and lo~n 
associations, particularly in Las Vegas, who are indebted to the 
Federal Home Loan Bank Board, and the Federal Savings and Loan 
Deposit Insurance Corporation at rates of 7-1/2% and 7-3/4% re­
spectively. The bill essentially enables the Department of Com­
merce to buy mortgages from the savings and loan associations and 
paying for them by selling bonds. There is no obligation to the 
state in any way. (See Exhibit A for the amendments he proposed.} 

Dr. White: Our information from Washington is that we can expect 
to pay a rate of 5-1/4% on the money we borrow. We will then be 
in a position to pay premiums for paper carrying 7%. This will 
not be allowed to create any profits or dividend payments. The 
telegram before you explains the temporary arrangement made in 
1966. {See Exhibit B.) We feel this bill will eliminate the 
emergency situation and replace it with a good sound financial 
arrangement to support housing in Southern Nevada. 

Mr. Hine: First Western has discussed this proposal with Dr. White 
and we agree with the concept. We think it has merit as one of 
several possible means to help the industry. 

Mr. Miller: We also support the bill as it is amended and feel it 
would help the industry to better serve their community needs and 
to further strengthen our financial position . 
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Mr. Guild: The first time we have seen these amendments is when 
we came into this hearing room. The bill was introduced on March 
23 and Home Savings and Loan has not been contacted. We do feel 
that before you make a judgment, we would like to have an oppor­
tunity to digest the contents of the amendments and make a pre­
sentation. We do not have the need for this type of legislation, 
but we cannot say that this is bad without knowing what the con­
tents of the amended bill would be. 

Chairman Close suggested that another hearing be scheduled for 
Monday, April 5, at 1:00 P.M. 

Senator Hecht made a motion to have SB 596 reprinted with the new 
amendments; seconded by Senator Drakulich; motion carried. 

The meeting was adjourned at 1:37 P.M • 

dmayabb
commerce

dmayabb
Text Box
March 31, 1971



TO 

• FROM 

Senator ~elvin D. Close, Jr., C~airman 
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SUBJECT S. 8. 596 
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The Department of Commerce proposes that S.B. 596 be amended as follows: 

SEC. 4 - Line 10 - Revise to read, "Home Mortgage" means a 1 oan on 
residential property. 

SEC. 5 - Line 18 - Follovling after sell, add "or hypothecate". 

SEC. 6 -

SEC. 11 -

SEC. 12 -

Delete 

Delete 

Delete subsections a, b, c, e, g, & h. 

Line 15 - Following after sell, add "or hypothecate". 

SEC. 13 - Line 24 - Following after sales, add "or pledges". 

SEC. 15 - Line 42 - Revise subsection 1 to read: "In the event of de­
fault in the payment of any home mortgage, the di­
rector shall take a11 necessary action to replace 
the delinquent mortgage with a current mortgage loan 
of like amount from mortgagee. Each mortgage sales 
agreement made by the Nevada Home Loan Mortgage Cor­
poration will provide for this replacement." 

SEC. 17 -

SEC. 18 -

Line 46 - Delete subsections 2 and 3. 

Delete 

Delete 

SEC. 19 - Line 42 - Change "raade" to read "purchased". 

Line 43 - Delete "and all realization on foreclosure of such 
mortgages, as secured,". 

SEC. 21 - Line 9 - Change "making" to read "purchase". 

Add new SEC. 22 to read: "Should any sales of mort­
gages by a mortgagee to the Nevada Home Loan Mortgage 
Corporation result in an increase in positive net 
worth of the mortgagee, that increase will be ~ade a 
part of the permanent surplus of the mortgagee. 
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L \'/ Aot 5 1GB P DB 1 EX TRA:::F Ai'< VI ASH I NGTQN DC 31 95 7 A EST:: 

:DR WILLIAM T WHITE= ,~, c ......... ~,-:: .. -" ···~-· 

: NEVADA DEPT oF coMMERCE = m1 ·sout·H~F-ALL sT CARSON 
I 

i CITY NEVADA:::: 

::.AS YOU ARE AWARE~ THE INSURANCE- CORPORAT ~ON IN 1966 

EMTERED INTO FINANCIAL ASSISTANCE AGREEMENTS V/lTH EACH 

OF THE THREE SAVINGS AND LOAN ASSOCIATIONS OPERATING 

IN LAS VEG A So THE AGREEMENTS WERE EMERGENCY MEASURES 

DESIGNED TO PEPJ1/i IT THE ASSOC I AT IONS TO VIEATHE R WHAT WE 
I 

EXPECTED WAS A TEMPORARY TIGHT MONEY S ITUAT IOM AND TO 

P ERM .I T E AC H AS SOC I A T J OM T O C O HV E RT J TS N OM -EARN I N G AS S El 

l INTO EARN.li-'1G ASSETSo UNDER THE TERf,,1S OF THE AGREEi:1E~lT Tr-
WU 1201 {R ~69) 

_________ ,.,..,,_,,_===-•-"!-===:.••::.tr--,...a;=ct~~~:~- !.....:E-..-, ........ r:::.:::::-,- ii;~ - ~~__,,-.~.L.i--~::=J 
' . .. ·, 

. CORPORATJON HAS MADE LOANS AGGREGATING $42!)250 9 000 TO 

THE ASSOCIATIONSo INTEREST IS CURRENT BUT ONLY $1 MILLi01 

- ---------· 

.~ OF PRINCIPAL HAS BEEN REPAID BY ONE ASSOCIATJONo TH' 

A GR E EM 8~ T S VJ E RE N OT D ES I G N E D T O B E P E Rr'!l AN ENT I N N AT U R E ; 

THEY VIERE EXPRESSLY STRUCTURED FOR A TEMPORARY PERIOD OF 

T I M E o ALT HO LI GH T H ERE H AS B E EN S m,1 E PO S I T I V E C :1 A N G E S I N 

THE FINANCIAL CONDITION OF THE ASSOCIATIONS THE 

ARRAMGEM ENTS HAVE NOT. LIVED UP TO EXPECTATIONS BECAUSE 

OF THE 15'69-1970 TIGHT ;JCMEY PERIOD AND THE _INABILITY 

OF THE ASSOCIATtons TO REDUCE THEIR s IZE TO MANAGEABLE 

PROPORTIOrlSo \'JE BELIEV THE TP.1E HA~) C0\1E TO COMSIDER A 

J N E\'JER AM D BETT EH ARR MlG EH EMT TO RESOLVE THE ASSOC l AT l C-: ~ 
___/ 

WU 1201 (R 5-GS} 
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,.,...,-· ... - . . .~ Jbti --~ 
17 re· ~, (: i of,:_~-- r~· '1 l - --- -, ~- - ~-~ ... . ~ I 

~~·--·-J 

PROBLEUS 0 ::THE PLAN OF INCORPORAT p,!G THE 11 NEVADA HOME LOA 

MORTGAGE CORPORAT I OM n WHICH \11 I LL PU RC HASE MORTGAGES F Rm 

THE ASSOC I AT l ON S v EX J ST ING PO RTF OL I OS. S EE MS TO B E A 

TIMELY STEPo IF THIS CORPORATION IS ABLE TO BUY SUCH 

ASSETS IN Ai.iOUNTS SUFF ICIEMT TO P'ER'A IT THE REPAYMENT OF 

ALL BORRODED FUNDS OF THE ASSOCIATIONS TWO PURPOSS WILL 
-· 

. BE SERVEDo FIRST 9 THE ELJMIMATI0~l OF THE INTEREST COST 

Cf EACH OF THE .INST I TUT I0MS \'!ITH RESPECT TO THE IR 
. 

BORROWJr-:3S 9 EVEN THOUGH T~ERE IS A LOSS OF INCOME ON 

ASSETS SOLD 9 WILL GO FAR TO PERMIT OPERATIONS TO BE ON 

THE PLUS SIDE O !SECOND 9 THE ASSOC I AT IONS WILL BE REDUCED· 

TO MORE i-J AN AGE AB L E SI Z ES : S I Z ES T HAT T HE COM r\t UN I TY CAN _) 
WU l~I \M ::,-o-:,J 

ADEQLl.l\TE LY SUPPOf{f o== .. .c':.~:,::;: 2:.:~::::.:::·~ :.'~ :.,.::~·:1:..:.:~:.·..:~ 

.I REGRET THAT THE T.IME SCHEDULES OF ART LIEBOLD 

AN D MYSELF W I LL PE RM I T 0 U R PRES EN CE AT TH E FORTH CO fv1 I NG 
I 

PUBLIC HEARING OM THE MATTERo HOV/EV ER 9 I DO HOPE you W !L~ 

TELL THE LEGISLATIVE COMMITTEE THAT WE ARE IN FAVOR OF AM' 
1

PLAN WHICH UOULD M PJ<E IT POSS13LE FOR THE _INSURM~CE 
. . 

'j CORPORATION TO STEP OUT OF THE LAS VEGAS PICTURE 0 

I T SHOULD B E E MPH A SJ Z ED TO TH E CO\~ M I TT !: E T HAT T H E 

EX 1ST ING ARRAMGEMENTS ViERE NOT I \JTE MDE D TO BE PERMANENT ti 

WE BEL 181 E THAT THE PRE SENT L1 ORTGAG E AND f\.10N EY MARf<ETS 

AFFORD THE STATE OF NEVADA A REAL OPPORTUf-1 iTY TO 

-RESOLVE THE PROBLEHS OF THES r!EV1;DA AS8JCl1\TIO:iS AND 

WV 120t (R !>-69) 
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EL I l.1 I MATE TH E N EE D FOR A S S I 3 TAN CE B. Y T H E F E DE RA L SA V I \JG S 

AND LOA;·J IMSURAi~CE CCRPORATIONc= 

I ::::\'E HAVE CONSIDERED YOUR QUESTION AS TO WHETHER 

i FSLIC CAN GUARANTEE THE MORTGAGE LOANS PURCHASED BY 

NEVADA HLMC AND IT IS THE INFOFU11AL OPIN lOtl OF THE STAFF 

0 F TH E OFF I C £ 0 F G EN E RA L CO U N S EL :> SUBJECT T O AP PR OP R I AT E 

CLEARANCE BY THE GENERAL COUMSEL 9 THAT SUCH A GUARANTEE 

WOULD PROB ABLY BE J ~l ACCORD Vil TH THE INSURANCE 
- - ·-

CORP OR AT I (HJ VS POWER IN CONNECTIJN WITH THE LIQUIDATION OF 

THE DEBT OF TH E A SS O C I AT I OM S v TO T H E .I N SUR A NC E C) RPO RAT I 

= ROBE HT B OB R I EN J R D IR ECTOR F E DER AL SA V I NG S AN D 

LOAN I NSURAMCE CORP o= 
WU 1201 (R 5-69) 
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