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“LAURIE MCGINLEY: Senator, you mentioned reforming the tax code and I'd like to talk to you a
little bit about that. As | understand it you would like to get rid of the bias toward the employer
sponsored insurance. And your plan as | understand it would revamp the tax exclusion for
employer paid insurance and replace it with tax credits.

SEN. JOHN MCCAIN (R-ARIZ.): Yes.

LAURIE MCGINLEY: So, to clarify do you propose eliminating the exclusion all together? Would
you get rid of the business deductions for employer for health insurance? And also would you
make any employer contributions taxable to individuals? But obviously partially offset by the tax
credit?

SEN. JOHN MCCAIN (R-ARIZ.): I would, there is no reason for employers—there is no reason for
us to remove the employer tax incentive. | think that should stay exactly as it is. What we do
obviously is move the tax to employees and provide those employees the individual $1,500 tax,
excuse me, $2,500 tax credit refundable and $5,000 for a family.

That tax credit more than makes up for the tax burden that they now bear and gives them, I think,
substantially more choices. But | would not remove the employer tax break which they presently
now have for provision of health insurance to their employees.

LAURIE MCGINLEY: As you know some people are concerned that even if you keep the
business deduction for the employer that they will nevertheless be encouraged to drop healthcare
coverage for their employees because the employees will be able to use the tax credit? So, how
do you protect against that happening and might you not end up with more people uninsured?

SEN. JOHN MCCAIN (R-ARIZ.): | think, Laurie, that if you preserve the employer tax credit there
is not a reason for them to drop it. They continue to have that tax advantage for doing so. But |
think the important thing about the $2,500 slash $5,000 refundable tax credit for employees is for
them to go out and make choices. When it's their money and it’s their decision | think they make
much wiser decisions than when it's provided by somebody else.

Ronald Reagan, who | love to quote all the time, once said “Nobody ever washed a rental car.”
And | think that this applies here. If you're getting it for free then obviously your sense of
responsibility is very different than if it's something that you can go out and choose your health
insurance policy or if you have additional funds then you can invest it in health savings accounts,
which a lot of us have been disappointed in the level of participation in health savings accounts.
But | still think that they are a great idea and this may provide added stimulus for someone to
invest that refundable tax credit in it.

And remember for low income Americans this is like handing them a check. | mean they aren’t
paying taxes any way so this is handing them a check for $2,500 or $5,000 and say go out and
choose your healthcare provider and, by the way, you don’t have to do it in Virginia or Arizona,
you can go all over America and find the best policy for you and your family.”
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“SUSAN DENTZER: Senator, staying on these tax credits, as you said, $2,500 per individual,
$5,000 per family the average cost of a family health insurance policy is now upwards of $12,000
so for people who are not getting coverage through their employer this would really only offset a
fraction of the expense of having an overall health policy. Why does a flat tax credit of that size
not adjusted for family income and really falling short of its cost of coverage, why is that a good
idea?

SEN. JOHN MCCAIN (R-ARIZ.): Well, one thing it does is if someone has a gold plated health
insurance policy then since they are taxable they will then start paying taxes and it may make
them make different decisions about the extent of coverage of their health insurance plan.
Another thing that it does that | think is very important is that they are getting, if they're low
income and have no health insurance today at least now they’ve got $2,500 or $5,000 in the case
of a family to go out and at least start the beginning to have one. In the present situation they
obviously have none unless if they do not have employer provisioned health insurance which we
know small businesses—that'’s the biggest problem for small business men and women in
America.

So, it's equal to or more than the value of the tax break today for employer provided health
insurance when you look at it. It's not a perfect solution and, frankly, if it was not for the price tag
involved | would make it even higher. But according to the CBO initially by shifting to the
employee tax aspect of it we save $3.5 trillion over a ten year period. And | think that would have
some beneficial effect again in reducing the overall healthcare cost burden that we are laying on
future generations.”



