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Chapter 2 = INVESTHMENT OF ASSETS OF AN [NDUSTRIAL LOAN & INVYESTMENT COMPANY

0C1

Allowzble Investments (Other than l|ocans made In the normal course of

business):

001.01 Uni{imlited lnvestments {n ded+ securltles of +the U.S. Government

end 1*+s Agenciles;

001.02 Investment in marketable debt secyritlies of other than U.S.

Government or 1t+s agencles wlth ratlings accorded by a recognized rating
service In the four hlghest categories;

Ratings on Nebraska municlipal obligatlons are not required. These
Investments are subject to the company's lending limlt except genera!l
obligations of 2 poll+ical subdlivistion having taxing authority.

Sanitary Improvement District warrants are subject to the landing limits.

001.03 Investment In stocks  or corporate securitlies convertible +to

stock having an established pubilec market and traded on an exchange or
over the counter;

These investments shall not exceed In aggregate ten percent of +he
company's assets. The =zggregate obligatlons of each such corporate
Investment shall not exceed the companyts lending |imit.

001.04 Iﬁvesfmenf In personal property for lease purpose;

031.04A Any Industrisz) loasn esnd Investment compeany may become +the
owner or lessor of personal property acquired wupon +the speciflc
request and for +he use of & customer and may [ncur such additional
ostigations as may be incldent to becoming an owner and lessor of
such property provided such Investment In personal property acqulred

for use of any one customer shall not exceed an amount equal to the
company's pald=in caplital stock, and provided the aggregate of all
such Investments for +he yse of al!ll customers shal! not exceed the

company’s total capital, including capltal nctes and debentures.
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001,048 Personal property acquired for the use of a custemer Is
owned by the company,- and the lease payments are In +the nature of
rent rather than Interest, so these Iinvestments are not !|oans and
are not sublJect to the limitations of Section 8-409.

001.05 Investments In stock of a corporation, either buhcily or
partially owned, for the followling purposes or related to the activitles
of an industrial loan & investment company;

001.05A Operating facllity, Including parklng faclllty with other

retall and offlce rental spaces, and insurance agency, casualty or
llfe;
These investments shall not exceed +the company's equlity capl!tal

without Departmental approvsl. The operating faclllty can be held
directty rather than in corporate form.

001,0%8 Investment in +the stock or caplta! notes or debentures of
another Industrial (ocan & Investment company subject to +the specific
approval of the Nebraska Department of Banking and Finance.

001.03C Any other such actlvity as the Director of Banking and
Flnance may permit.

001..06 Investment In stock of a corporation or I[Imited psrtnership
Interest In a limlited partnershlp, either wholly or partizliy owned, for
+he purpose of acqulring real estate, other than the operating facllity,
or In direct ownershlp of real estate;

These Investments shall be |limited in +he aggregate +to *the equity
capltal ot the companye. Non-cperating Investments In real estate may
include the following:

001 .06A Commercial or reslidential real estate held for rental or
subdlvislion and sale; and

001.06B Agricultural Land.

Any Investments in excess of +his 1Imi+t shall be subject to the
approval of t+he Nebraska Department of Banking & Finance.

None of +the foregoing regutatlions shall prohibit ownershlp of
property or assets recelved In satisfactlion or forbearance of
abllgatlions previously contracted for In the ordinary course of
business. Real estate or such other assets acquired In satisfactlon
of debts or at sale upon Jidgment or decree shall be sold at private
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ar publlc sate withln flve yvyears untess asuthority shall be glven In
writing by the Depa'r?monf of Banking and Flnance *o hold I+ for a
longer perliod. The total amount of such real estate or assets held
of +his nature (representing equlty Investment Including *+he booked
value of *he real estate held plus any acquired cobliigations assumed
through foreclosure and not booked) shall not at any one time exceed
twenty-tive parcent of totzl equity caplital excludlng capltal notes
‘or debentures without written notlice to +he Department of Bank!ng
and Flnance.

002 Other Permitted Actlvities. An Industrial loan ! Investment company
r_n-a-y- take, as conslderatlon for a loan, & share In the proflit, Income, or
earnings from a» busliness enterprise of a borrower or a shared appreclation
In a2 mortgage loan; the latter of which the borrower agrees to share the
property's appreclaztlion with <+he company In return for a preferential
I nterest rate. The speclfied share of +he property's apprectation due the
I ndustrial company (the lender) is to be classifled as "contlngent
tnterest.” { That ts, *+he {tender may assess a contingent I[nterest+ charge
equal to a speclflc percent of +he property's appreclatlon over the |ite of -
+he loan In exchange for lending at a preferential rate.)

Shared proflts or shared appreciatlion mortgages may not exceed a +erm of ten
years; however, monthly payments on shared appreclat+lion mortgages may be
based on an amortizatlion schedule ocf up +o 40 vyears, wlth guaranteed
long=term reflnancing. At the sale or transfer of property on a shared
appreciation mortgage or at maturity of the note, contingent Interest must
be collected. 1f the property taken as coltateral on a shared appreclation
mortgage ts not sold withln +the ten~year +erm zliowed, the 1ndustrial
comp any (the lender} must quarantee t+o refl nance +he outstanding
Indebtedness and contlngent Interest with a tong-+erm mortgage made a+ the
+hen-prevalling market rate. The borrower must have the right +o prepay +he
loan at any time without penaity. The aggregate amount of loans made under
shared profi+s or shared apprectation mortjages may not exceed 10% of +the
company's +totaf assets wlithout +t+he Department’s approval, onor may they
Indlviduatiy exceed 40% of equity or appreclfation In the property.

Contingent 1Interest must be based upon net sppreclation {(that Is,
appreclation net of the cost of Improvements and certaln costs assocliated
with buyfng and sellling the property). Such 1Interest shail not be <+taken
upon +he books untll realized, elthear at +he sate of property or when
refinanced In accordance with thls rule.

The borrower's oblligation to repay the princlipal amount of such loans made
under thl!s ruie shali not be cond!ticned upon proflt, [ncome, earnings, or
_sa!e of property. However, +hls provislion does not prohlibit+ +he lender from
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forecliosing upon Its security. An Industrial company (the tender) shalt not
participate In management of any buslness anterprise of a borrower except as
required in +he management of <+he ioan portfolle or Incur guarantees of
indebtedness or other liabliitles.

003 Excluded | nvestmant,

003 .01 Any linvestment held in the form of equlty in a partnership or
+rust, uniess represented by a true i{lmited partner’'s f[nterest wlthout
management |nvolvement;

Q03 .02 [nvestment In stock of a private corporation, elther wholly or
partlaily owned, encompassing any operat!ng business unrelated to +the
activities of an industrial locan and lnvestment company;

Alt activitlies such as retalllng, manufactuering, wholesal | ng,
distributing services or eny other activity not previocusly permttted
shail be prohlblted unless otherwlse approved by *+he Nebraska Depariment
of Banklng and Flnance.

004 Implementatlion of Regufaﬂons.& Co}npflance:

004,01 Any existing tnvestments of an Industrist {oan and Investment
company +that would be prohlblited under any of +the afarementloned
regulatlions sha|! be "Grandfathered™ and be permftted to be. retalned by
the company for a perlod of ten years at which +ime ail such lnvestments
must comply with +his rute.

004 .02 Any new !navestments of an Industrial loen and tnvesitment company
shall not be permitted, unless, with |Its exlisting investment, +he
Industrial locan and Investment company wlili be In cbmpllance based on
the foregolng regulatlions. Such Tnvestments are subject to approval by
+he Nebraska Department of Banking and Flnance.

NO TE:

1. " Total capltal,” when used Tn this rute, shail mean: pald=-up capltat
stock, surplus, undlvided proflts, capltal reserves, and copltal notes
and debentures.

2. "Equlity capl!tat," when used In this rule, shall mesn: pald-up capltal

stock, surplus, undlvided profl+s, and capltal reserves. 1+ shalt not
Inciyde any debt caplital such as caplitat notes and debentures.



