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How to Make a Tax Credit a Tax Credit,
Not a Subsidy to Health Insurance Companies

The 2017 Project’s “Winning Alternative to Obamacare” would repeal Obamacare and offer a simple,
refundable, non-income-tested tax credit for Americans who purchase health insurance on the private
market. This health-care tax credit would be structured according to the following principles:

» Must be a genuine tax credit for individuals and families
* Needs to actually go to individuals and families, not to insurance companies
* Should be a tax cut for most Americans, not a government outlay

» The federal government should not be directly paying people’s bills for them
* The full cost of insurance should be visible to the consumer
* Incentivizes people to shop for value, promoting competition and decreasing costs

For most recipients, the full tax credit would be claimed when they file their taxes at year’s end. For those
who may not financially be able to pay a year’s worth of insurance premiums before receiving the tax
credit, the 2017 Project Alternative allows for the tax credit to be advanced on a monthly basis. After
choosing an insurance plan and paying the first month’s premium, the consumer who desires an
advanceable tax credit would log on to the website of a new Treasury Department office—not the IRS—
and fill out a one-page form requesting an advanceable tax credit. Each month, his or her insurance
company would verify with that new Treasury office that a payment has been received. Treasury would
then advance a 1/12 portion of the yearly tax credit to the individual or family, assisting them in paying
the following month’s premium. The process prevents fraud by only providing the tax credit each month
after the insurer verifies that the monthly payment has been made by the consumer. The tax credit would
thus work as a reimbursement.
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