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June 4, 2014

The Honorable Harry Reid
Majority Leader

United States Senate
Washington, DC 20510

Dear Majority Leader Reid,

As members of the Patient, Consumer, and Public Health Coalition, we thank you for being an
outstanding champion of the Affordable Care Act (ACA), and we strongly support your position
that a repeal of the 2.3% excise tax on medical devices should not be included in the Tax
Extenders Act.

Medical device makers have continued to prosper since the tax went into effect in January 2013.
We examined the stock market prices of the 12 largest companies based in the United States,
which exclusively make medical devices and found that stock prices for 10 out of the 12
increased from January 2013 to May 27, 2014 from 14% to 120%." In fact, for 8 of the 12 (two-
thirds), stock prices increased by at least 44%. Of the two firms whose stock prices declined,
Edwards Lifesciences has a profit margin of nearly 15%,2 and Intuitive Surgical has a profit
margin of nearly 25%.* The reason Intuitive Surgical stock price declined is probably because of
unflattering press about its robotic surgical device, the da Vinci system.**

Device Company close on 1/2/2013|close on 5/27/2014|% change
Boston Scientific (NYSE:BSX) 5.89 12.95 120%
St. Jude Medical (NYSE:STJ) 36.61 64.15 75%
Allergan (NYSE:AGN) 94.04 165.02 75%




Zimmer Holdings (NYSE:ZMH) 67.70 102.62 52%
CareFusion (NYSE:CFN) 29.28 42.50 45%
CR Bard (NYSE:BCR) 101.83 147.15 45%
Medtronic (NYSE:MDT) 41.88 60.42 44%
Stryker (NYSE:SYK) 55.88 80.36 44%
Hologic (NasdagGS:HOLX) 20.47 23.94 17%
Varian Medical Systems (NYSE:VAR) 72.47 82.84 14%
Edwards Lifesciences (NYSE:EW) 92.14 79.50 -14%
Intuitive Surgical (NasdagqGS:ISRG) 497.52 371.37 -25%

In the coming years, device companies will continue to thrive because more than 8 million
Americans have obtained health insurance through the ACA and 3 million more than in 2013
through Medicaid expansion.® The ACA will greatly benefit medical device manufacturers
because baby boomers and others will no longer have to wait for Medicare coverage in order to
have diagnostic tests, joint replacements, cardiac surgery, and other surgeries and treatments that
involve devices. Like the other levies in the ACA, the device tax was designed to ensure that the
companies that will benefit from the ACA will do their part to help support it.

A repeal of the excise tax on medical devices would be a direct assault on a key funding
provision of ACA. According to the Joint Committee on Taxation, repealing the excise tax on
medical devices would cost more than $29 billion over 10 years,” which would certainly
undermine the ACA’s fiscal integrity. This would set a terrible precedent that could encourage
others to try even harder to undo crucial funding provisions in the ACA.

In short: a repeal of the medical device excise tax would be unacceptable to those of us who
strongly support the Affordable Care Act.

U.S. Taxpayers are paying a disproportionate share of the cost of medical devices, since the
prices of devices in the U.S. far exceed the prices for the same devices sold in other comparable
countries, and these costs contribute to the higher costs of health care in the U.S. compared to
other countries with longer life expectancies.® °

The medical device industry is very profitable. Even if one subtracts the 2.3% excise tax from
their profits when they sell devices in the U.S., the companies will still be making larger profits
compared to the thinner profit margins they have when selling the same devices in other
countries. If the manufacturers decide to increase the cost of their devices by 2.3%, which is
unlikely, it would still have almost no impact on the cost of consumers’ health care or insurance,
given the many other factors contributing to the high cost of health care.'® In fact, the cost of
health care increased less from 2013 to 2014 than it has in the past 10 years.**

It is important to note that Congress designed the excise tax so that it applies equally to imported
and domestically produced devices, and does not apply to devices produced in the U.S. for
export, so there would be no benefit for manufacturers to shift production overseas.

Thank you for fighting to keep the repeal of the medical device excise tax out of the Tax
Extenders Act. Thank you for your strong leadership and please continue to do everything



possible to ensure that the ACA is not undermined by powerful special interests and unnecessary
cuts in revenue.
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