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protection of law, therefore, was unconstitutional and was
invalid. Given those two factors, it behooved the Revenue
Committee and the Legislature to take a l o o k at wh at
Nebraska had because it appeared that we were i n abso l u t e
jeopardy. Now the premium tax in Nebraska is a b ig i t e m .
This t ax g e n e r a te s $28 m il l i on ann u a l l y w i t h $ 14 mi l l i o n
going t o t h e s t a t e a n d t h e ot he r $ 1 4 m i l l i on g o i n g t o c i t y ,
the cities, counties and schools. So the Revenue Committee
appointed a ape -.ial task force which studied the premium tax
issue pretty carefully. The task force was not able to make
a recommendation because the task force consisted of
basically different concepts, people with different concepts
and ideas. In any event, the Revenue Committee i t se l f
c onsidered LB 1114 which I i nt r od u c ed . This bill was, in a
sense, brought to me by the domestic insurance i ndust r y .
This bill, as drafted, would provide for an across-the-board
premium tax of 2 percent. It doesn't make any difference
whether the insurance company is domestic or foreign, but it
would then go on to p rovide a credit against t he t ax
measured by wages and payroll. We requested a n At t or ne y
General's Opinion. Yesterday the Attorney General came out
with, I'm sorry, the day before yesterday t he A t t or n e y
General came out with his opinion and to my surprise, to be
truthful with you, held that 1114 was, that the credit in
1114 was constitutionally suspect. B ut when t ha t o c c u r r e d ,
that naturally resulted in a flurry of activity on both the
part of the domestic insurance companies as well a s t he
foreign insurance companies and I am pleased to tell you
that this morning we have been able to negotiate a tentative
agreement which would be to simply have the state's premium
tax be at 1 percent for all insurance business irrespective
of whether it's foreign or domestic except, ho wever, f o r
group health insurance business in which case t he s t a t e ' s
tax would be .5 of 1 percent. And yo u may a s k w ha t t he
rationale for separate treatment of the group health
i nsurance bus iness i s . It is very simple. The greatest
threat today to the group health insurance industry in terms
of its ability to sell its policies c omes f rom
self-insurance plans. There has been a dynamic growth in
our state as well as the rest of society in self-insurance
group health coverage. U nd er federal law a state may
neither regulate nor tax, may neither regulate nor tax,
self - i n s u r e r s . And as a result our group health carriers
face a form of competition where the deck is somewhat
s tacked because our g r oup h e a l t h insurance ca r r i e r s h a ve t o
pay a premium tax on the business that they write wh e r e a s
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