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effective tax rate for fo r ei g n i n hi s exam ple, foreign
company operating in Nebraska, will stay at 2 percent. What
if New Jersey does the same kind of taxation policy as we
a re doing r i gh t n ow and drops their tax to a flat rate tax
of I percent? What happens to the tax income from a company
out of New Jersey operating in Nebraska at that point?

SENATOR V. JOHNSON: If a sister state decides to lower its
foreign tax rate, then that lowering will have an automatic
effect on the number of dollars Nebraska collects pursuant
to the retaliatory tax law. The biggest difficulty for our
state in relying extensively on the retaliatory tax is that
we now find ourselves at the total and absolute mercy of the
Legislature's and Governor's of our 49 sister s tates . Ou r
current level of reliance on the retaliatory tax i s to t h e
tune of 646,000. Under this bill, as amended, our reliance
goes fr o m 646,000 t o $10,390,000 . So we sud d enl y find
ourselves exposed dramatically to the whims and caprices of
foreign state legislatures. However, the big st ates
virtually all have a 2 percent foreign tax rate. It is our
belief, it is my personal belief that we will se e ver y
l i t t l e movement i n the big i n s urance states away from that
2 percent rate over the next several years.

SENATOR HANNIBAL: T h ank you, S enator Johnson, you' re on my
time remember. I understand your answer, however, are these
other states, big states, do they also have a di sc r epancy
between foreign and domestics or are they at all one rate?

SENATOR V. JO HNSON: No, the big states are big boys and
they never discriminated between the foreigns a nd t h e
domestics unless they were Nassachusetts in which case t h ey
made the domestics pay more than the foreigns.

SENATOR HANNIBAL: So most of them have a flat tax, it is at
a 2 p e r cent r a t e and we' re going t o b e de al i n g w i t h a
1 percent rate in the State of Nebraska' ?

SENATOR V. JOHNSON: Right. You should find on your desk a
chart entitled "50 State Summary" and you can quietly look
through that and see what the tax differentials are.

SENATOR HANNIBAL: I understand your comment. T hank y o u

PRESIDENT: I s t her e further discussion on t h e Joh n son

very much, Senator J ohnson.
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