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Transcript of presidential debate

WASHINGTON (CNN ) -- Sens. John McCain and Barack Obama debatedecrathpus of the
University of Mississippi Friday night. The moderafor the debate was Jim Lehrer of the NewsHour
on PBS. What follows is the full transcript of ttiebate:

LEHRER: Gentlemen, at this very moment tonight, wherealo stand on the financial recovery plan?
First response to you, Senator Obama. You havertinates.

OBAMA: Well, thank you very much, Jim, and thanks todbmmission and the University of
Mississippi, "Ole Miss," for hosting us tonightcdn't think of a more important time for us to talbout
the future of the country.

You know, we are at a defining moment in our higt@ur nation is involved in two wars, and we are
going through the worst financial crisis since @reat Depression.

And although we've heard a lot about Wall Strdeisé of you on Main Street | think have been
struggling for a while, and you recognize that ttesild have an impact on all sectors of the economy

And you're wondering, how's it going to affect nid@w's it going to affect my job? How's it going to
affect my house? How's it going to affect my retiemt savings or my ability to send my children to
college?

So we have to move swiftly, and we have to moveslyisAnd I've put forward a series of proposals
that make sure that we protect taxpayers as wegerigahis important rescue effort.

No. 1, we've got to make sure that we've got oghtsiver this whole process; $700 billion, potdhtja
is a lot of money.



No. 2, we've got to make sure that taxpayers, vithey are putting their money at risk, have the
possibility of getting that money back and gaihghé market -- and when the market returns.

No. 3, we've got to make sure that none of thateyaes going to pad CEO bank accounts or to promote
golden parachutes.

And, No. 4, we've got to make sure that we're Inglpiomeowners, because the root problem here has
to do with the foreclosures that are taking pldtaaoss the country.

Now, we also have to recognize that this is a fusatlict on eight years of failed economic policies
promoted by George Bush, supported by Senator Mg@aheory that basically says that we can shred
regulations and consumer protections and give rmodemore to the most, and somehow prosperity will
trickle down.

It hasn't worked. And | think that the fundamentishe economy have to be measured by whether or
not the middle class is getting a fair shake. Bhatly I'm running for president, and that's whiavpe
we're going to be talking about tonight.

LEHRER: Senator McCain, two minutes.
MCCAIN: Well, thank you, Jim. And thanks to evergyo

And | do have a sad note tonight. Senator Kenngdy the hospital. He's a dear and beloved friend t
all of us. Our thoughts and prayers go out to iihre df the Senate.

| also want to thank the University of Mississifpgi hosting us tonight.

And, Jim, | -- I've been not feeling too great ab@ailot of things lately. So have a lot of Amerisamho
are facing challenges. But I'm feeling a littletbetonight, and I'll tell you why.

Because as we're here tonight in this debate, avseming, for the first time in a long time, Rejcdos
and Democrats together, sitting down, trying tokvaut a solution to this fiscal crisis that wene i

And have no doubt about the magnitude of thissrisnd we're not talking about failure of instituts
on Wall Street. We're talking about failures on M8treet, and people who will lose their jobs, and
their credits, and their homes, if we don't fix treatest fiscal crisis, probably in -- certaimyour time,
and I've been around a little while.

But the point is -- the point is, we have finalgesr Republicans and Democrats sitting down and
negotiating together and coming up with a package.

This package has transparency in it. It has to laeeuntability and oversight. It has to have aopitor
loans to failing businesses, rather than the gawent taking over those loans. We have to -- itthas
have a package with a number of other essentialezits to it.

And, yes, | went back to Washington, and | met wity Republicans in the House of Representatives.
And they weren't part of the negotiations, anddenstand that. And it was the House Republicarts tha
decided that they would be part of the solutiothts problem.



But | want to emphasize one point to all Americtorgght. This isn't the beginning of the end obthi
crisis. This is the end of the beginning, if we @aut with a package that will keep these insbnai
stable.

And we've got a lot of work to do. And we've gotteate jobs. And one of the areas, of course, is t
eliminate our dependence on foreign oil.

LEHRER: All right, let's go back to my question. How douwyall stand on the recovery plan? And talk
to each other about it. We've got five minutes. &&e negotiate a deal right here.

But, | mean, are you -- do you favor this plan, 8enObama, and you, Senator McCain? Do you -- are
you in favor of this plan?

OBAMA: We haven't seen the language yet. And | do tthiakthere's constructive work being done
out there. So, for the viewers who are watchiregnloptimistic about the capacity of us to come
together with a plan.

The question, | think, that we have to ask ourseisehow did we get into this situation in thestir
place?

Two years ago, | warned that, because of the smepending mess, because of the lax regulation, tha
we were potentially going to have a problem arebitio stop some of the abuses in mortgages that wer
taking place at the time.

Last year, | wrote to the secretary of the Treasonpake sure that he understood the magnitudaif t
problem and to call on him to bring all the stakdlos together to try to deal with it.

So -- so the question, | think, that we've gotdk aurselves is, yes, we've got to solve this @bl
short term. And we are going to have to intervéhere's no doubt about that.

But we're also going to have to look at, how thét we shredded so many regulations? We did not se
up a 21st-century regulatory framework to deal \higse problems. And that in part has to do with an
economic philosophy that says that regulationwsagb bad.

LEHRER: Are you going to vote for the plan, Senator MaQai

MCCAIN: I -- I hope so. And I...

LEHRER: As a United States senator...

MCCAIN: Sure.

LEHRER: ... you're going to vote for the plan?

MCCAIN: Sure. But -- but let me -- let me point out,d@ilvarned about Fannie Mae and Freddie Mac

and warned about corporate greed and excess, a@d@¥ and all that. A lot of us saw this train
wreck coming.



But there's also the issue of responsibility. Yeutventioned President Dwight David Eisenhower.
President Eisenhower, on the night before the Nodyanvasion, went into his room, and he wrote out
two letters.

One of them was a letter congratulating the greanbers of the military and allies that had condiicte
and succeeded in the greatest invasion in hisstitito this day, and forever.

And he wrote out another letter, and that wastarleff resignation from the United States Armyttoe
failure of the landings at Normandy.

Somehow we've lost that accountability. I've beeawily criticized because | called for the resigorat
of the chairman of the Securities and Exchange Cigsiam. We've got to start also holding people
accountable, and we've got to reward people whoesat

But somehow in Washington today -- and I'm afrand/dall Street -- greed is rewarded, excess is
rewarded, and corruption -- or certainly failurectary out our responsibility is rewarded.

As president of the United States, people are garig held accountable in my administration. And |
promise you that that will happen.

LEHRER: Do you have something directly to say, Senatceir®dp, to Senator McCain about what he
just said?

OBAMA: Well, | think Senator McCain's absolutely righat we need more responsibility, but we need
it not just when there's a crisis. | mean, we'vé years in which the reigning economic ideology has
been what's good for Wall Street, but not whattsdgior Main Street.

And there are folks out there who've been strugdbefore this crisis took place. And that's why s
important, as we solve this short-term problemt walook at some of the underlying issues thaehav
led to wages and incomes for ordinary Americangotdown, the -- a health care system that is broken
energy policies that are not working, because,yrmw, 10 days ago, John said that the fundamentals
of the economy are sound.

LEHRER: Say it directly to him.

OBAMA: | do not think that they are.

LEHRER: Say it directly to him.

OBAMA: Well, the -- John, 10 days ago, you said thafuheamentals of the economy are sound.
And...

MCCAIN: Are you afraid | couldn't hear him?
LEHRER: I'm just determined to get you all to talk to leather. I'm going to try.

OBAMA: The -- and | just fundamentally disagree. Andegslwe are holding ourselves accountable
day in, day out, not just when there's a crisiddtks who have power and influence and can hire



lobbyists, but for the nurse, the teacher, theceadfficer, who, frankly, at the end of each month,
they've got a little financial crisis going on.

They're having to take out extra debt just to nihle& mortgage payments. We haven't been paying
attention to them. And if you look at our tax p@i, it's a classic example.

LEHRER: So, Senator McCain, do you agree with what Ser@bama just said? And, if you don't, tell
him what you disagree with.

MCCAIN: No, | -- look, we've got to fix the system. Welyat fundamental problems in the system.
And Main Street is paying a penalty for the excess®l greed in Washington, D.C., and on Wall Street

So there's no doubt that we have a long way té\gd, obviously, stricter interpretation and
consolidation of the various regulatory agencied teren't doing their job, that has brought os thi
crisis.

But | have a fundamental belief in the goodnessstrehgth of the American worker. And the American
worker is the most productive, the most innovatAmaerica is still the greatest producer, exportet a
importer.

But we've got to get through these times, but eh@¥undamental belief in the United States of
America. And | still believe, under the right leasl@p, our best days are ahead of us.

LEHRER: All right, let's go to the next lead question,igrhis essentially following up on this same
subject.

And you get two minutes to begin with, Senator MiocCAnd using your word "fundamental,” are there
fundamental differences between your approach andtSr Obama's approach to what you would do as
president to lead this country out of the financiais?

MCCAIN: Well, the first thing we have to do is get spegdunder control in Washington. It's
completely out of control. It's gone -- we have nmwsided over the largest increase in the size of
government since the Great Society.

We Republicans came to power to change governraerdtgovernment changed us. And the -- the
worst symptom on this disease is what my friendnT@oburn, calls earmarking as a gateway drug,
because it's a gateway. It's a gateway to out-nfrobspending and corruption.

And we have former members of Congress now residifgderal prison because of the evils of this
earmarking and pork-barrel spending.

You know, we spent $3 million to study the DNA @drs in Montana. | don't know if that was a
criminal issue or a paternal issue, but the fathas it was $3 million of our taxpayers' money.dAh
has got to be brought under control.

As president of the United States, | want to asgate I've got a pen. This one's kind of old. ot a
pen, and I'm going to veto every single spendifighat comes across my desk. | will make them
famous. You will know their names.



Now, Senator Obama, you wanted to know one of iffierences. a million dollars for every day that
he's been in the United States Senate.

| suggest that people go up on the Web site oz€hs Against Government Waste, and they'll look at
those projects.

That kind of thing is not the way to rein in runaigpending in Washington, D.C. That's one of the
fundamental differences that Senator Obama anud.ha

LEHRER: Senator Obama, two minutes.
OBAMA: Well, Senator McCain is absolutely right that #amarks process has been abused, which is
why | suspended any requests for my home statethehi was for senior centers or what have you,

until we cleaned it up.

And he's also right that oftentimes lobbyists apelcgal interests are the ones that are introdutiese
kinds of requests, although that wasn't the catie we.

But let's be clear: Earmarks account for $18 hiliio last year's budget. Senator McCain is progpsin
and this is a fundamental difference between 869 billion in tax cuts to some of the wealthiest
corporations and individuals in the country, $3U0dm.

Now, $18 billion is important; $300 billion is réaimportant.

And in his tax plan, you would have CEOs of Fort608 companies getting an average of $700,000 in
reduced taxes, while leaving 100 million Americans.

So my attitude is, we've got to grow the economynfthe bottom up. What I've called for is a tax cut
for 95 percent of working families, 95 percent.

And that means that the ordinary American out thdre's collecting a paycheck every day, they've got
a little extra money to be able to buy a computettieir kid, to fill up on this gas that is kiltjthem.

And over time, that, | think, is going to be a bettecipe for economic growth than the -- the pesiof
President Bush that John McCain wants to -- wanfeltow.

LEHRER: Senator McCain?

MCCAIN: Well, again, | don't mean to go back and fori, liee...

LEHRER: No, that's fine.

MCCAIN: Senator Obama suspended those requests for pard-projects after he was running for
president of the United States. He didn't happeseéothat light during the first three years asantver
of the United States Senate, $932 million in retpies

Maybe to Senator Obama it's not a lot of money.tBetpoint is that -- you see, | hear this alltilhee.

"It's only $18 billion." Do you know that it's tiigd in the last five years? Do you know that it
completely out of control to the point where itregots people? It corrupts people.



That's why we have, as | said, people under fededaitment and charges. It's a system that'sabet
cleaned up.

| have fought against it my career. | have fougjdiast it. | was called the sheriff, by the -- mid¢he
senior members of the Appropriations Committeedhd win Miss Congeniality in the United States
Senate.

Now, Senator Obama didn't mention that, along Wishtax cuts, he is also proposing some $800 hillio
in new spending on new programs.

Now, that's a fundamental difference between myaadf Senator Obama. | want to cut spending. | want
to keep taxes low. The worst thing we could ddis economic climate is to raise people's taxes.

OBAMA: | -- I don't know where John is getting his figar Let's just be clear.

What | do is | close corporate loopholes, stop fliog tax cuts to corporations that are shippirggjo
overseas so that we're giving tax breaks to conegahat are investing here in the United StatesmkKe
sure that we have a health care system that aftaves/eryone to have basic coverage.

| think those are pretty important priorities. Ahplay for every dime of it.

But let's go back to the original point. John, nijp@ denying that $18 billion is important. And,
absolutely, we need earmark reform. And when I'esjlent, | will go line by line to make sure that w
are not spending money unwisely.

But the fact is that eliminating earmarks aloneasa recipe for how we're going to get the middéss
back on track.

OBAMA: And when you look at your tax policies that anected primarily at those who are doing
well, and you are neglecting people who are restliyggling right now, | think that is a continuatiof
the last eight years, and we can't afford anotbr. f

LEHRER: Respond directly to him about that, to Senatoar@® about that, about the -- he's made it
twice now, about your tax -- your policies abouwt taits.

MCCAIN: Well -- well, let me give you an example of wisgnator Obama finds objectionable, the
business tax.

Right now, the United States of American businesshe second-highest business taxes in the world,
35 percent. Ireland pays 11 percent.

Now, if you're a business person, and you can éoaay place in the world, then, obviously, if yautg
the country where it's 11 percent tax versus 36gugf you're going to be able to create jobs, as®e
your business, make more investment, et cetera.

| want to cut that business tax. | want to cubitlsat businesses will remain in -- in the Unitedt&s of
America and create jobs.



But, again, | want to return. It's a lot more ti$d8 billion in pork-barrel spending. | can tell ydts
rife. It's throughout.

The United States Senate will take up a continvasglution tomorrow or the next day, sometime next
week, with 2,000 -- 2,000 -- look at them, my fidenLook at them. You'll be appalled.

And Senator Obama is a recent convert, after reigpge$932 million worth of pork-barrel spending
projects.

So the point is, | want people to have tax cutgamt every family to have a $5,000 refundable tadit
so they can go out and purchase their own heattéh taant to double the dividend from $3,500 to
$7,000 for every dependent child in America.

| know that the worst thing we could possibly déasaise taxes on anybody, and a lot of peoplénmig
be interested in Senator Obama's definition oh'tic

LEHRER: Senator Obama, you have a question for SenatQdaihcon that?

OBAMA: Well, let me just make a couple of points.

LEHRER: All right.

OBAMA: My definition -- here's what | can tell the Amzain people: 95 percent of you will get a tax
cut. And if you make less than $250,000, less thgnarter-million dollars a year, then you will rsete
one dime's worth of tax increase.

Now, John mentioned the fact that business taxgspar are high in this country, and he's absglutel
right. Here's the problem: There are so many lotgshinat have been written into the tax code,
oftentimes with support of Senator McCain, thatagtually see our businesses pay effectively one of

the lowest tax rates in the world.

And what that means, then, is that there are pempléhere who are working every day, who are not
getting a tax cut, and you want to give them more.

It's not like you want to close the loopholes. Yast want to add an additional tax cut over the
loopholes. And that's a problem.

Just one last point | want to make, since SenatCaih talked about providing a $5,000 health credit
Now, what he doesn't tell you is that he intendg$dothe first time in history, tax health bensfit

So you may end up getting a $5,000 tax credit. H¢he only problem: Your employer now has to pay
taxes on the health care that you're getting fronr ¥mployer. And if you end up losing your health
care from your employer, you've got to go out andpen market and try to buy it.

It is not a good deal for the American people. Bstan example of this notion that the market can
always solve everything and that the less regulatie have, the better off we're going to be.

MCCAIN: Well, you know, let me just...



LEHRER: We've got to go to another lead question.

MCCAIN: | know we have to, but this is a classic exangblevalking the walk and talking the talk.

We had an energy bill before the United States tgeitavas festooned with Christmas tree ornaments.
It had all kinds of breaks for the oil companiesjdan, billions of dollars worth. | voted agairtst i
Senator Obama voted for it.

OBAMA: John, you want to give oil companies another i§ibhb.

MCCAIN: You've got to look at our record. You've got@ok at our records. That's the important
thing.

Who fought against wasteful and earmark spendinh® Was been the person who has tried to keep
spending under control?

Who's the person who has believed that the besj for America is -- is to have a tax system that i
fundamentally fair? And I've fought to simplify @nd | have proposals to simplify it.

Let's give every American a choice: two tax braskgenerous dividends, and, two -- and let Amescan
choose whether they want the -- the existing tadecar they want a new tax code.

And so, again, look at the record, particularly ¢éimergy bill. But, again, Senator Obama has shited
number of occasions. He has voted in the UniteteSt&enate to increase taxes on people who make as
low as $42,000 a year.

OBAMA: That's not true, John. That's not true.

MCCAIN: And that's just a fact. Again, you can look it up

OBAMA: Look, it's just not true. And if we want to tadkout oil company profits, under your tax plan,
John -- this is undeniable -- oil companies wowdtian additional $4 billion in tax breaks.

Now, look, we all would love to lower taxes on egtmydy. But here's the problem: If we are giving
them to oil companies, then that means that theréhase who are not going to be getting them. And.

MCCAIN: With all due respect, you already gave them ¢éodihcompanies.

OBAMA: No, but, John, the fact of the matter is, is thats opposed to those tax breaks, tried to strip
them out. We've got an emergency bill on the Selft@te right now that contains some good stuff,
some stuff you want, including drilling off-shotayt you're opposed to it because it would stripyawa
those tax breaks that have gone to oil companies.

LEHRER: All right. All right, speaking of things that dobf you want, another lead question, and it
has to do with the rescue -- the financial resbirggtthat we started -- started asking about.

And what -- and the first answer is to you, Sen@bama. As president, as a result of whatever
financial rescue plan comes about and the bil®0 billion, whatever it is it's going to cost, attare



you going to have to give up, in terms of the pties that you would bring as president of the Bdit
States, as a result of having to pay for the firdmescue plan?

OBAMA: Well, there are a range of things that are prjbabing to have to be delayed. We don't yet
know what our tax revenues are going to be. Thaaoy is slowing down, so it's hard to anticipate
right now what the budget is going to look like hg&ar.

But there's no doubt that we're not going to be &bldo everything that | think needs to be dormeré
are some things that I think have to be done.

We have to have energy independence, so I've puaifd a plan to make sure that, in 10 years' tinee,
have freed ourselves from dependence on MiddlesEasil by increasing production at home, but most
importantly by starting to invest in alternativeeegy, solar, wind, biodiesel, making sure that gve'r
developing the fuel-efficient cars of the futurghti here in the United States, in Ohio and Michjgan
instead of Japan and South Korea.

We have to fix our health care system, which igipgtan enormous burden on families. Just -- antepo
just came out that the average deductible wentOupeBcent on American families.

They are getting crushed, and many of them aregdmamkrupt as a consequence of health care. I'm
meeting folks all over the country. We have to ldat now, because it will actually make our busieess
and our families better off.

The third thing we have to do is we've got to mailkee that we're competing in education. We've got t
invest in science and technology. China had a slgaceh and a space walk. We've got to make sure
that our children are keeping pace in math andiense.

And one of the things | think we have to do is makee that college is affordable for every young
person in America.

And | also think that we're going to have to rebwlr infrastructure, which is falling behind, coads,
our bridges, but also broadband lines that reachrural communities.

Also, making sure that we have a new electricitg gy get the alternative energy to population eent
that are using them.

So there are some -- some things that we've g giructurally to make sure that we can compete in
this global economy. We can't shortchange thosgghiwe've got to eliminate programs that don't
work, and we've got to make sure that the progréaswe do have are more efficient and cost less.

LEHRER: Are you -- what priorities would you adjust, aegident, Senator McCain, because of the --
because of the financial bailout cost?

MCCAIN: Look, we, no matter what, we've got to cut spegdiVe have -- as | said, we've let
government get completely out of control.

Senator Obama has the most liberal voting recotlderUnited States Senate. It's hard to reach sicros
the aisle from that far to the left.



The point -- the point is -- the point is, we néeegxamine every agency of government.
First of all, by the way, I'd eliminate ethanol sighes. | oppose ethanol subsidies.

| think that we have to return -- particularly iafdnse spending, which is the largest part of our
appropriations -- we have to do away with cost-glostracts. We now have defense systems that the
costs are completely out of control.

We tried to build a little ship called the Littor@bmbat Ship that was supposed to cost $140 million
ended up costing $400 million, and we still haveotte it.

So we need to have fixed-cost contracts. We negdbaslly to understand that defense spending s ver
important and vital, particularly in the new chalijes we face in the world, but we have to get aflot
the cost overruns under control.

| know how to do that.

MCCAIN: | saved the taxpayers $6.8 billion by fightingamntract that was negotiated between Boeing
and DOD that was completely wrong. And we fixedrtl we killed it and the people ended up in
federal prison so | know how to do this because been involved these issues for many, many years.
But | think that we have to examine every agencgaMernment and find out those that are doing their
job and keep them and find out those that ared'tediminate them and we'll have to scrub every agen
of government.

LEHRER: But if | hear the two of you correctly neithereoaf you is suggesting any major changes in
what you want to do as president as a result ofitlaacial bailout? Is that what you're saying?

OBAMA: No. As | said before, Jim, there are going tahyegs that end up having to be ...
LEHRER: Like what?

OBAMA: ... deferred and delayed. Well, look, | want take sure that we are investing in energy in
order to free ourselves from the dependence oigiowal. That is a big project. That is a multi-yea
project.

LEHRER: Not willing to give that up?

OBAMA: Not willing to give up the need to do it but teenay be individual components that we can't
do. But John is right we have to make cuts. Wetmgtw give $15 billion every year as subsidies to
private insurers under the Medicare system. Doegrk any better through the private insurers. They
just skim off $15 billion. That was a give away grait of the reason is because lobbyists are able t
shape how Medicare works.

They did it on the Medicaid prescription drug laiid we have to change the culture. Tom -- or John
mentioned me being wildly liberal. Mostly that'sjume opposing George Bush's wrong headed policies
since I've been in Congress but | think it is th& also important to recognize | work with Tom

Coburn, the most conservative, one of the mostaroative Republicans who John already mentioned
to set up what we call a Google for governmentrgawie'll list every dollar of federal spending take



sure that the taxpayer can take a look and seeiwffact, is promoting some of these spending @itsje
that John's been railing about.

LEHRER: What I'm trying to get at this is this. Excuse tinemay, senator. Trying to get at that you all
-- one of you is going to be the president of tmetét States come January. At the -- in the middlie
huge financial crisis that is yet to be resolveddAvhat I'm trying to get at is how this is goimggiffect
you not in very specific -- small ways but in mayeatys and the approach to take as to the presidency

MCCAIN: How about a spending freeze on everything butrtkd, veteran affairs and entitlement
programs.

LEHRER: Spending freeze?

MCCAIN: | think we ought to seriously consider witie exceptions the caring of veterans national
defense and several other vital issues.

LEHRER: Would you go for that?

OBAMA: The problem with a spending freeze is you'regisitnatchet where you need a scalpel. There
are some programs that are very important thatiagder funded. | went to increase early childhood
education and the notion that we should freezevthah there may be, for example, this Medicare
subsidy doesn't make sense.

Let me tell you another place to look for some 8gsi We are currently spending $10 billion a manth
Iraq when they have a $79 billion surplus. It seéon®e that if we're going to be strong at homevel
as strong abroad, that we have to look at brinthagwar to a close.

MCCAIN: Look, we are sending $700 billion a year overgdeauntries that don't like us very much.
Some of that money ends up in the hands of tetromg@nizations. We have to have wind, tide, solar,
natural gas, flex fuel cars and all that but we d&lave to have offshore drilling and we also haveave
nuclear power.

Senator Obama opposes both storing and reprocesfsapgnt nuclear fuel. You can't get there from
here and the fact is that we can create 700,08Qglbuilding constructing 45 new nuclear power
plants by the year 2030. Nuclear power is not amjyortant as far as eliminating our dependence on
foreign oil but it's also responsibility as fardsnate change is concerned and the issue | haae be
involved in for many, many years and I'm proudraf work of the work that I've done there along with
President Clinton.

LEHRER: Before we go to another lead question. Let merégut a way to ask the same question in a
slightly different way here. Are you -- are you i to acknowledge both of you that this financial
crisis is going to affect the way you rule the covmas president of the United States beyond thd<i

of things that you have already -- | mean, isrntagor move? Is it going to have a major affect?

OBAMA: There's no doubt it will affect our budgets. Tdex no doubt about it. Not only -- Even if we
get all $700 billion back, let's assume the marketsver, we' holding assets long enough that
eventually taxpayers get it back and that happenetg the Great Depression when Roosevelt
purchased a whole bunch of homes, over time, hahaes went back up and in fact government made



a profit. If we're lucky and do it right, that cdybotentially happen but in the short term theaia's
outlay and we may not see that money for a while.

And because of the economy's slowing down, | thwekcan also expect less tax revenue so there's no
doubt that as president I'm go doing have to makeestough decision.

The only point | want to make is this, that in artmake the tough decisions we have to know what
our values are and who we're fighting for and atorjiies and if we are spending $300 billion or ta
cuts for people who don't need them and werent asking for them, and we are leaving out health
care which is crushing on people all across thetguthen | think we have made a bad decisionland
want to make sure we're not shortchanging our teng priorities.

MCCAIN: Well, | want to make sure we're not handing thaltin care system over to the federal
government which is basically what would ultimatehppen with Senator Obama's health care plan. |
want the families to make decisions between therasedind their doctors. Not the federal government.
Look. We have to obviously cut spending. | havegfduto cut spending. Senator Obama has $800
billion in new spending programs. | would suggesstart by canceling some of those new spending
program that he has.

We can't | think adjust spending around to take cdithe very much needed programs, including takin
care of our veterans but | also want to say agieadthy economy with low taxes would not raising
anyone's taxes is probably the best recipe fortea#iy having our economy recover.

And spending restraint has got to be a vital phthat. And the reason, one of the major reasons wh
we're in the difficulties we are in today is bea@spending got out of control. We owe China $500
billion. And spending, | know, can be brought undentrol because | have fought against excessive
spending my entire career. And | got plans to redartd eliminate unnecessary and wasteful spending
and if there's anybody here who thinks there aegi@hcies of government where spending can be cut
and their budgets slashed they have not spentdd tishe in Washington.

OBAMA: | just want to make this point, Jim. John, i&eb your president who you said you agreed
with 90 percent of the time who presided over ihgsease in spending. This orgy of spending and
enormous deficits you voted for almost all of higlgets. So to stand here and after eight yearsand
that you're going to lead on controlling spending,ayou know, balancing our tax cuts so that thep h
middle class families when over the last eight gehat hasn't happened I think just is, you knang k
of hard to swallow.

LEHRER: Quick response to Senator Obama.

MCCAIN: It's well-known that | have not been elattdiss Congeniality in the United States Senate
nor with the administration. | have opposed thesiolent on spending, on climate change, on torttire o
prisoner, on - on Guantanamo Bay. On a -- on thethat the Iraq War was conducted. | have a long
record and the American people know me very wall thiat is independent and a maverick of the
Senate and I'm happy to say that I've got a pathats a good maverick along with me now.

LEHRER: All right. Let's go another subject. Lead questitvo minutes to you, senator McCain.
Much has been said about the lessons of Viethanat \dthyou see as the lessons of Iraq?



MCCAIN: I think the lessons of Iraq are very clear thai gannot have a failed strategy that will then
cause you to nearly lose a conflict. Our initialitary success, we went in to Baghdad and everybody
celebrated. And then the war was very badly misteahd went to Iraq in 2003 and came back and said,
we've got to change this strategy. This strateguires additional troops, it requires a fundamental
change in strategy and | fought for it. And finallye came up with a great general and a strategy th
has succeeded.

This strategy has succeeded. And we are winnimigaqd And we will come home with victory and with
honor. And that withdrawal is the result of eveoynterinsurgency that succeeds.

MCCAIN: And | want to tell you that now that we will sesd and our troops will come home, and not
in defeat, that we will see a stable ally in thgioe and a fledgling democracy.

The consequences of defeat would have been incré@sean influence. It would have been increase in
sectarian violence. It would have been a wider waich the United States of America might have had
to come back.

So there was a lot at stake there. And thanksisggtieat general, David Petraeus, and the troos wh
serve under him, they have succeeded. And we am&ivg in Irag, and we will come home. And we
will come home as we have when we have won othes aad not in defeat.

LEHRER: Two minutes, how you see the lessons of Iraga®e®bama?

OBAMA: Well, this is an area where Senator McCain amalve a fundamental difference because |
think the first question is whether we should hgeae into the war in the first place.

Now six years ago, | stood up and opposed thisatvartime when it was politically risky to do so
because | said that not only did we not know hovelmitiwas going to cost, what our exit strategy
might be, how it would affect our relationshipsand the world, and whether our intelligence was
sound, but also because we hadn't finished thajéighanistan.

We hadn't caught bin Laden. We hadn't put al Qé@dest, and as a consequence, | thought thatsit wa
going to be a distraction. Now Senator McCain aresident Bush had a very different judgment.

And | wish | had been wrong for the sake of thentpuand they had been right, but that's not tlseca
We've spent over $600 billion so far, soon to berfiion. We have lost over 4,000 lives. We haees
30,000 wounded, and most importantly, from a styiateational security perspective, al Qaeda is
resurgent, stronger now than at any time since 2001

We took our eye off the ball. And not to mentioattive are still spending $10 billion a month, when
they have a $79 billion surplus, at a time wheraneein great distress here at home, and we jusdal
about the fact that our budget is way overstreta@mtiwe are borrowing money from overseas to try to
finance just some of the basic functions of ouregoment.

So | think the lesson to be drawn is that we shaelkr hesitate to use military force, and | widt,ras
president, in order to keep the American people.$1it we have to use our military wisely. And we
did not use our military wisely in Iraq.

LEHRER: Do you agree with that, the lesson of Iraq?



MCCAIN: The next president of the United States is naigyto have to address the issue as to
whether we went into Iraq or not. The next presiadgrihe United States is going to have to deciol® h
we leave, when we leave, and what we leave befiimat's the decision of the next president of the
United States.

Senator Obama said the surge could not work, saiduld increase sectarian violence, said it was
doomed to failure. Recently on a television programsaid it exceed our wildest expectations.

But yet, after conceding that, he still says thatould oppose the surge if he had to decide thaiha
today. Incredibly, incredibly Senator Obama digw'tto Iraq for 900 days and never

LEHRER: Well, let's go at some of these things...

MCCAIN: Senator Obama is the chairperson of a commitigeaversights NATO that's in
Afghanistan. To this day, he has never had a hgarin

LEHRER: What about that point?

MCCAIN: | mean, it's remarkable.

LEHRER: All right. What about that point?

OBAMA: Which point? He raised a whole bunch of them.

LEHRER: I know, OK, let's go to the latter point and Wkdck up. The point about your not having
been...

OBAMA: Look, I'm very proud of my vice presidential sglen, Joe Biden, who is the chairman of the
Senate Foreign Relations Committee, and as heiagpknd as John well knows, the issues of
Afghanistan, the issues of Iraq, critical issuks that, don't go through my subcommittee because
they're done as a committee as a whole.

But that's Senate inside baseball. But let's gelt bathe core issue here. Senator McCain is atedglu
right that the violence has been reduced as a qoaesee of the extraordinary sacrifice of our troapd
our military families.

They have done a brilliant job, and General Petrd@s done a brilliant job. But understand, that aa
tactic designed to contain the damage of the pusviour years of mismanagement of this war.

And so John likes -- John, you like to pretend like war started in 2007. You talk about the suftpe
war started in 2003, and at the time when the teatesl, you said it was going to be quick and easy.
You said we knew where the weapons of mass destinugere. You were wrong.

You said that we were going to be greeted as libesaYou were wrong. You said that there was no
history of violence between Shiite and Sunni. And ywere wrong. And so my question is...

LEHRER: Senator Obama...



OBAMA: ... of judgment, of whether or not -- of whetleemot -- if the question is who is best-
equipped as the next president to make good desisibout how we use our military, how we make
sure that we are prepared and ready for the neico then | think we can take a look at our
judgment.

LEHRER: | have got a lot on the plate here...

MCCAIN: I'm afraid Senator Obama doesn't understanditfezehce between a tactic and a strategy.
But the important -- I'd like to tell you, two Fdhs of July ago | was in Baghdad. General Petraeus
invited Senator Lindsey Graham and me to atteret@ncony where 688 brave young Americans,
whose enlistment had expired, were reenlistingay and fight for Iragi freedom and American
freedom.

| was honored to be there. | was honored to spe#hkolse troops. And you know, afterwards, we spent
lot of time with them. And you know what they séadus? They said, let us win. They said, let us win
We don't want our kids coming back here.

And this strategy, and this general, they are wignSenator Obama refuses to acknowledge thateve ar
winning in Iraq.

OBAMA: That's not true.

MCCAIN: They just passed an electoral...

OBAMA: That's not true.

MCCAIN: An election law just in the last few days. Thiersocial, economic progress, and a strategy,
a strategy of going into an area, clearing andihgldand the people of the country then becomedlli
with you. They inform on the bad guys. And peacaes to the country, and prosperity.

That's what's happening in Iraq, and it wasn'tdda

LEHRER: Let me see...

OBAMA: Jim, Jim, this is a big...

MCCAIN: It was a stratagem. And that same strategy wikimployed in Afghanistan by this great
general. And Senator Obama, who after promisingawbte to cut off funds for the troops, did the
incredible thing of voting to cut off the funds fitre troops in Iraq and Afghanistan.

OBAMA: Jim, there are a whole bunch of things we hatdé@answer. First of all, let's talk about this
troop funding issue because John always bringsufhiSenator McCain cut -- Senator McCain opposed
funding for troops in legislation that had a tineéa because he didn't believe in a timetable.

| opposed funding a mission that had no timetadote, was open- ended, giving a blank check to George

Bush. We had a difference on the timetable. We'didhve a difference on whether or not we were
going to be funding troops.



We had a legitimate difference, and | absolutelgaratand the difference between tactics and sirateg
And the strategic question that the president bask is not whether or not we are employing a
particular approach in the country once we haveentlad decision to be there.

The question is, was this wise? We have seen Afgteanworsen, deteriorate. We need more troops
there. We need more resources there. Senator Mc@dire rush to go into Iraqg, said, you know what?
We've been successful in Afghanistan. There is dplho can pose a threat to us there.

This is a time when bin Laden was still out, andribey've reconstituted themselves. Secretary of
Defense Robert Gates himself acknowledges the wégroorism started in Afghanistan and it needs to
end there.

But we can't do it if we are not willing to givealy back its country. Now, what I've said is we $tiou
end this war responsibly. We should do it in phaBes$ in 16 months we should be able to reduce our
combat troops, put -- provide some relief to militeamilies and our troops and bolster our effamts
Afghanistan so that we can capture and kill bindradnd crush al Qaeda.

And right now, the commanders in Afghanistan, a assAdmiral Mullen, have acknowledged that we
don't have enough troops to deal with Afghanistacaelnse we still have more troops in Irag than wle di
before the surge.

MCCAIN: Admiral Mullen suggests that Senator Obama's alangerous for America.

OBAMA: That's not the case.

MCCAIN: That's what ...

OBAMA: What he said was a precipitous...

MCCAIN: That's what Admiral Mullen said.

OBAMA: ... withdrawal would be dangerous. He did nottbey. That's not true.

MCCAIN: And also General Petraeus said the same thirmm@%$in Laden and General Petraeus have
one thing in common that | know of, they both ghiat Iraq is the central battleground.

Now General Petraeus has praised the successd® batd those successes are fragile and if we set
specific date for withdrawal -- and by the way, &en Obama's original plan, they would have bedn ou
last spring before the surge ever had a chanagctesd.

And I'm -- I'm -- understand why Senator Obama swaprised and said that the surge succeeded
beyond his wildest expectations.

MCCAIN: It didn't exceed beyond mine, because | knowttietts a strategy that has worked and can
succeed. But if we snatch defeat from the jawsabwy and adopt Senator Obama's plan, then we will
have a wider war and it will make things more capgied throughout the region, including in
Afghanistan.



LEHRER: Afghanistan, lead -- a new -- a new lead questiow, having resolved Iraqg, we'll move to
Afghanistan.

And it goes to you, Senator Obama, and it's apicks up on a point that's already been made.do y
think more troops -- more U.S. troops should be s®Afghanistan, how many, and when?

OBAMA: Yes, | think we need more troops. I've been saitat for over a year now.

And | think that we have to do it as quickly as gibke, because it's been acknowledged by the
commanders on the ground the situation is gettiog®; not better.

We had the highest fatalities among U.S. troopshst year than at any time since 2002. And we are
seeing a major offensive taking place -- al QaewhTaliban crossing the border and attacking our
troops in a brazen fashion. They are feeling endwd.

And we cannot separate Afghanistan from Iraq, beeahat our commanders have said is we don't
have the troops right now to deal with Afghanistan.

So I would send two to three additional brigadeAfghanistan. Now, keep in mind that we have four
times the number of troops in Iraq, where nobody d&aything to do with 9/11 before we went in,
where, in fact, there was no al Qaeda before we imebut we have four times more troops there than
we do in Afghanistan.

And that is a strategic mistake, because everiliggace agency will acknowledge that al Qaed#és t
greatest threat against the United States andbt#attary of Defense Gates acknowledged the central
front -- that the place where we have to deal thse folks is going to be in Afghanistan and in
Pakistan.

So here's what we have to do comprehensively, thdtlg not just more troops.

We have to press the Afghan government to makaioetiat they are actually working for their people
And I've said this to President Karzai.

No. 2, we've got to deal with a growing poppy tréuk has exploded over the last several years.

No. 3, we've got to deal with Pakistan, becausgasda and the Taliban have safe havens in Pakistan,
across the border in the northwest regions, amdadth, you know, under George Bush, with the
support of Senator McCain, we've been giving thé® illion over the last seven years, they have not
done what needs to be done to get rid of thoselsafens.

And until we do, Americans here at home are nohgdo be safe.

LEHRER: Afghanistan, Senator McCain?

MCCAIN: First of all, | won't repeat the mistake thaefjret enormously, and that is, after we were

able to help the Afghan freedom fighters and dtheeRussians out of Afghanistan, we basically
washed our hands of the region.



And the result over time was the Taliban, al Qaeadd, a lot of the difficulties we are facing tod&n
we can't ignore those lessons of history.

Now, on this issue of aiding Pakistan, if you'réngoato aim a gun at somebody, George Shultz, our
great secretary of state, told me once, you'd beégrepared to pull the trigger.

I'm not prepared at this time to cut off aid to B&n. So I'm not prepared to threaten it, as $enat
Obama apparently wants to do, as he has saidehabbld announce military strikes into Pakistan.

We've got to get the support of the people of Pakistan. He said that he would launch militarikes
into Pakistan.

Now, you don't do that. You don't say that out lo@igou have to do things, you have to do thirays]
you work with the Pakistani government.

Now, the new president of Pakistan, Kardari (dias got his hands full. And this area on the bohder
not been governed since the days of Alexander teatG

I've been to Waziristan. | can see how tough #raain is. It's ruled by a handful of tribes.

And, yes, Senator Obama calls for more troopswinatt he doesn't understand, it's got to be a new
strategy, the same strategy that he condemneddnlits going to have to be employed in Afghamista

And we're going to have to help the Pakistanisjo these areas and obtain the allegiance of the
people. And it's going to be tough. They've intemied with al Qaeda and the Taliban. And it's gdimg
be tough. But we have to get the cooperation optaple in those areas.

And the Pakistanis are going to have to underdtiagickhat bombing in the Marriott Hotel in Islamadba
was a signal from the terrorists that they dontitwhat government to cooperate with us in comigatin
the Taliban and jihadist elements.

So we've got a lot of work to do in AfghanistantBon confident, now that General Petraeus is & th
new position of command, that we will employ a &gy which not only means additional troops -- and,
by the way, there have been 20,000 additional spfspm 32,000 to 53,000, and there needs to be
more.

So it's not just the addition of troops that mattét's a strategy that will succeed. And Pakissaamvery
important element in this. And | know how to worklwhim. And | guarantee you | would not publicly
state that I'm going to attack them.

OBAMA: Nobody talked about attacking Pakistan. Here'atwisaid.

And if John wants to disagree with this, he canrietknow, that, if the United States has al Qabiifa,
Laden, top-level lieutenants in our sights, andiftak is unable or unwilling to act, then we shaualki
them out.

Now, | think that's the right strategy; | think tlsathe right policy.



And, John, | -- you're absolutely right that presits have to be prudent in what they say. But, you
know, coming from you, who, you know, in the paas lthreatened extinction for North Korea and, you
know, sung songs about bombing Iran, | don't kngw, know, how credible that is. I think this is the
right strategy.

Now, Senator McCain is also right that it's difficdhis is not an easy situation. You've got cfoss
border attacks against U.S. troops.

And we've got a choice. We could allow our troapgust be on the defensive and absorb those blows
again and again and again, if Pakistan is unwillongooperate, or we have to start making some
decisions.

And the problem, John, with the strategy that's\qmesued was that, for 10 years, we coddled
Musharraf, we alienated the Pakistani populati@calise we were anti-democratic. We had a 20th-
century mindset that basically said, "Well, you wnde may be a dictator, but he's our dictator.”

And as a consequence, we lost legitimacy in Pakist&e spent $10 billion. And in the meantime, they
weren't going after al Qaeda, and they are moreegfohwnow than at any time since we began the war
in Afghanistan.

That's going to change when I'm president of theddrStates.

MCCAIN: I -- I don't think that Senator Obama understahds there was a failed state in Pakistan
when Musharraf came to power. Everybody who wasratdhen, and had been there, and knew about
it knew that it was a failed state.

But let me tell you, you know, this business aldmarhbing Iran and all that, let me tell you my retor

Back in 1983, when | was a brand-new United Sted@gjressman, the one -- the person | admired the
most and still admire the most, Ronald Reagan, ettt send Marines into Lebanon.

And | saw that, and | saw the situation, and | dtap, and | voted against that, because | wasdatinait
they couldn't make peace in a place where 300 @o4@everal hundred Marines would make a
difference. Tragically, | was right: Nearly 300 Maes lost their lives in the bombing of the barsack

And then we had Somalia -- then we had the firdt Gar. | supported -- | supported that.
| supported us going into Bosnia, when a numbenybwn party and colleagues was against that
operation in Bosnia. That was the right thing to tdostop genocide and to preserve what was nagessa

inside of Europe.

| supported what we did in Kosovo. | supportedeitdéuse ethnic cleansing and genocide was taking
place there.

And | have a record -- and Somalia, | opposedweashould turn -- turn the force in Somalia from a
peacekeeping force into a peacemaking force, wihiei were not capable of.



So I have a record. | have a record of being inv@Iwm these national security issues, which invdihee
highest responsibility and the toughest decisibas any president can make, and that is to send our
young men and women into harm's way.

And I'll tell you, I had a town hall meeting in Weboro, New Hampshire, and a woman stood up and
she said, "Senator McCain, | want you to do mehthveor of wearing a bracelet with my son’'s name on
it."

He was 22 years old and he was killed in combatidetof Baghdad, Matthew Stanley, before
Christmas last year. This was last August, a ygar And | said, "I will -- I will wear his braceletith
honor."

And this was August, a year ago. And then she $Biat, Senator McCain, | want you to do everything
-- promise me one thing, that you'll do everythimgour power to make sure that my son's death was
not in vain."

That means that that mission succeeds, just liksetlyoung people who re-enlisted in Baghdad, jkst |
the mother | met at the airport the other day wremsewas killed. And they all say to me that we'don
want defeat.

MCCAIN: A war that | was in, where we had an Army, thatasn't through any fault of their own, but
they were defeated. And | know how hard it is foatt-- for an Army and a military to recover from
that. And it did and we will win this one and wenitocome home in defeat and dishonor and probably
have to go back if we fall.

OBAMA: Jim, let me just make a point. I've got a braget®, from Sergeant - from the mother of
Sergeant Ryan David Jopeck, sure another motmatigoing through what I'm going through.

No U.S. soldier ever dies in vain because thegreymg out the missions of their commander in thie
And we honor all the service that they've providedr troops have performed brilliantly. The questio
is for the next president, are we making good juelgis about how to keep America safe precisely
because sending our military into battle is suclemmrmous step.

And the point that | originally made is that we kamur eye off Afghanistan, we took our eye off the
folks who perpetrated 9/11, they are still sendingvideotapes and Senator McCain, nobody is tglkin
about defeat in Iraq, but | have to say we arertagnormous problems in Afghanistan because of that
decision.

And it is not true you have consistently been comee about what happened in Afghanistan. At one
point, while you were focused on Iraq, you saidlyweé can "muddle through" Afghanistan. You don't
muddle through the central front on terror and glon't muddle through going after bin Laden. You
don't muddle through stamping out the Taliban.

| think that is something we have to take seriouslyd when I'm president, | will.
LEHRER: New ...

MCCAIN: You might think that with that kind of coen that Senator Obama would have gone to
Afghanistan, particularly given his responsibiliti@s a subcommittee chairman. By the way, when I'm



subcommittee chairman, we take up the issues ungaubcommittee. But the important thing is -- the
important thing is | visited Afghanistan and | teded to Waziristan and | traveled to these plaoeksla
know what our security requirements are. | know wwha needs are. So the point is that we will pileva
in Afghanistan, but we need the new strategy andeea it to succeed.

But the important thing is, if we suffer defeatiiaq, which General Petraeus predicts we will, & w
adopted Senator Obama's set date for withdrawen, ttiat will have a calamitous effect in Afghanista
and American national security interests in theaegSenator Obama doesn't seem to understand there
is a connected between the two.

LEHRER: | have some good news and bad news for the twowfYou all are even on time, which is
remarkable, considering we've been going at it ...

OBAMA: A testimony to you, Jim.

LEHRER: I don't know about that. But the bad news isralllittle five minute things have run over,
so, anyhow, we'll adjust as we get there. But theumt of time is even.

New lead question. And it goes two minutes to y®enator McCain, what is your reading on the threat
to Iran right now to the security of the United t8&2

MCCAIN: My reading of the threat from Iran is that ifdracquires nuclear weapons, it is an existential
threat to the State of Israel and to other cousineghe region because the other countries imggon
will feel compelling requirement to acquire nucleaapons as well.

Now we cannot a second Holocaust. Let's just miakeviery clear. What | have proposed for a long
time, and I've had conversation with foreign leadsyout forming a league of democracies, let's be
clear and let's have some straight talk. The Rossge preventing significant action in the United
Nations Security Council.

| have proposed a league of democracies, a groppaple - a group of countries that share common
interests, common values, common ideals, theyaatrol a lot of the world's economic power. We
could impose significant meaningful, painful saons on the Iranians that I think could have a
beneficial effect.

The Iranians have a lousy government, so thereff@ie economy is lousy, even though they have
significant oil revenues. So | am convinced thgetber, we can, with the French, with the Britisith
the Germans and other countries, democracies atbenaorld, we can affect Iranian behavior.

But have no doubt, but have no doubt that the &r@continue on the path to the acquisition of a
nuclear weapon as we speak tonight. And it is eathmot only in this region but around the world.

What I'd also like to point out the Iranians arétipg the most lethal IEDs into Iraq which are ikit)
young Americans, there are special groups in lmamieg into Iraq and are being trained in Iran. Eher
is the Republican Guard in Iran, which Senator IKadl an amendment in order to declare them a
sponsor of terror. Senator Obama said that woulgrbeocative.



So this is a serious threat. This is a seriousathiicesecurity in the world, and | believe we cahand
we can act with our friends and allies and redbeg threat as quickly as possible, but have nodoub
about the ultimate result of them acquiring nuclgaapons.

LEHRER: Two minutes on Iran, Senator Obama.

OBAMA: Well, let me just correct something very quicKlyelieve the Republican Guard of Iran is a
terrorist organization. I've consistently said\&that Senator McCain refers to is a measure in the
Senate that would try to broaden the mandate inditiq. To deal with Iran.

And ironically, the single thing that has strengtbe Iran over the last several years has beenahéew
Irag. Iraq was Iran’'s mortal enemy. That was ckkargay. And what we've seen over the last several
years is Iran's influence grow. They have fundediigéah, they have funded Hamas, they have gone
from zero centrifuges to 4,000 centrifuges to depel nuclear weapon.

So obviously, our policy over the last eight yeaas not worked. Senator McCain is absolutely right,
we cannot tolerate a nuclear Iran. It would beragahanger. Not only would it threaten Israel, a
country that is our stalwart ally, but it would @lsreate an environment in which you could setaoff
arms race in this Middle East.

Now here's what we need to do. We do need tougimetisns. | do not agree with Senator McCain that
we're going to be able to execute the kind of sanstwe need without some cooperation with some
countries like Russia and China that are, | thiake&or McCain would agree, not democracies, bug hav
extensive trade with Iran but potentially have steriest in making sure Iran doesn't have a nuclear
weapon.

But we are also going to have to, | believe, engageugh direct diplomacy with Iran and this is a
major difference | have with Senator McCain, thision by not talking to people we are punishingihe
has not worked. It has not worked in Iran, it hasworked in North Korea. In each instance, ouomréf
of isolation have actually accelerated their effaa get nuclear weapons. That will change when I'm
president of the United States.

LEHRER: Senator, what about talking?

MCCAIN: Senator Obama twice said in debates he woultbgih with Ahmadinejad, Chavez and
Raul Castro without precondition. Without precoimgit Here is Ahmadinenene [mispronunciation],
Ahmadinejad, who is, Ahmadinejad, who is now in Néark, talking about the extermination of the
State of Israel, of wiping Israel off the map, amelre going to sit down, without precondition, &s0
the table, to legitimize and give a propaganddqniat to a person that is espousing the exterminaifo
the state of Israel, and therefore then giving tineone credence in the world arena and thereforagay
they've probably been doing the right thing, beeawmi will sit down across the table from them and
that will legitimize their illegal behavior.

The point is that throughout history, whether itR@nald Reagan, who wouldn't sit down with
Brezhnev, Andropov or Chernenko until Gorbachev reasly with glasnost and perestroika.

Or whether it be Nixon's trip to China, which wasgeded by Henry Kissinger, many times before he
went. Look, I'll sit down with anybody, but thergst to be pre-conditions. Those pre-conditions leou



apply that we wouldn't legitimize with a face teéameeting, a person like Ahmadinejad. Now, Senator
Obama said, without preconditions.

OBAMA: So let's talk about this. First of all, Ahmadimejis not the most powerful person in Iran. So
he may not be the right person to talk to. Butskrge the right, as president of the United Stateseet
with anybody at a time and place of my choosingtliink it's going to keep America safe.

And I'm glad that Senator McCain brought up thedmg the bipartisan history of us engaging in clire
diplomacy.

Senator McCain mentioned Henry Kissinger, who'safrtés advisers, who, along with five recent
secretaries of state, just said that we should miketiran -- guess what -- without preconditiomig'is
one of your own advisers.

Now, understand what this means "without precoodgi” It doesn't mean that you invite them over for
tea one day. What it means is that we don't do wieate been doing, which is to say, "Until you agre
to do exactly what we say, we won't have directacts with you."

There's a difference between preconditions andgpagipn. Of course we've got to do preparations,
starting with low-level diplomatic talks, and it gnaot work, because Iran is a rogue regime.

But | will point out that | was called naive whesuggested that we need to look at exploring ctstac
with Iran. And you know what? President Bush relgesegnt a senior ambassador, Bill Burns, to
participate in talks with the Europeans aroundiseae of nuclear weapons.

Again, it may not work, but if it doesn't work, theve have strengthened our ability to form alliantze
impose the tough sanctions that Senator McCaimjpesitioned.

And when we haven't done it, as in North Koreatnhe just take one more example -- in North Korea,
we cut off talks. They're a member of the axis\wff &/e can't deal with them.

And you know what happened? They went -- they qualdd their nuclear capacity. They tested a nuke.
They tested missiles. They pulled out of the nolif@ration agreement. And they sent nuclear secrets
potentially, to countries like Syria.

When we re-engaged -- because, again, the Busmadiaiion reversed course on this -- then we have
at least made some progress, although right nogguse of the problems in North Korea, we are seeing
it on shaky ground.

And -- and | just -- so | just have to make thisgel point that the Bush administration, some of
Senator McCain's own advisers all think this isam@nt, and Senator McCain appears resistant.

He even said the other day that he would not meteinpially with the prime minister of Spain, becaus
he -- you know, he wasn't sure whether they wegmnedl with us. | mean, Spain? Spain is a NATO ally.

M CCAIN: Of course.

OBAMA: If we can't meet with our friends, | don't knoavhwe're going to lead the world in terms of
dealing with critical issues like terrorism.



MCCAIN: I'm not going to set the White House visitorsestiie before I'm president of the United
States. | don't even have a seal yet.

Look, Dr. Kissinger did not say that he would apgrof face-to- face meetings between the president
of the United States and the president -- and Alnegatl. He did not say that.

OBAMA: Of course not.

MCCAIN: He said that there could be secretary-level anet level meetings. I've always encouraged
them. The Iranians have met with Ambassador CrockBaghdad.

What Senator Obama doesn't seem to understanid wititout precondition you sit down across the
table from someone who has called Israel a "stmkrpse,” and wants to destroy that country and
wipe it off the map, you legitimize those comments.

This is dangerous. It isn't just naive; it's daogsr And so we just have a fundamental differerice o
opinion.

As far as North Korea is concerned, our secrethsyate, Madeleine Albright, went to North Korea. B
the way, North Korea, most repressive and bruggihre probably on Earth. The average South Korean
is three inches taller than the average North Kmraduge gulag.

We don't know what the status of the dear leatiedth is today, but we know this, that the North
Koreans have broken every agreement that theytesezhinto.

And we ought to go back to a little bit of Ronalddgan's "trust, but verify," and certainly notdatvn
across the table from -- without precondition, as&or Obama said he did twice, | mean, it's just
dangerous.

OBAMA: Look, | mean, Senator McCain keeps on usingdk&ample that suddenly the president
would just meet with somebody without doing anypamation, without having low-level talks.
Nobody's been talking about that, and Senator Mt&abws it. This is a mischaracterization of my
position.

When we talk about preconditions -- and Henry Kigsr did say we should have contacts without
preconditions -- the idea is that we do not exp@sblve every problem before we initiate talks.

And, you know, the Bush administration has comeetmgnize that it hasn't worked, this notion that w
are simply silent when it comes to our enemies. thadnotion that we would sit with Ahmadinejad and
not say anything while he's spewing his nonsendehanvile comments is ridiculous. Nobody is even
talking about that.

MCCAIN: So let me get this right. We sit down with Ahnraglad, and he says, "We're going to wipe
Israel off the face of the Earth,” and we say, "}my're not"? Oh, please.

OBAMA: No, let me tell...



MCCAIN: By the way, my friend, Dr. Kissinger, who's beaw friend for 35 years, would be
interested to hear this conversation and Senatanfats depiction of his -- of his positions on thsue.
I've known him for 35 years.

OBAMA: We will take a look.

MCCAIN: And | guarantee you he would not -- he would sej that presidential top level.
OBAMA: Nobody's talking about that.

MCCAIN: Of course he encourages and other people eneuoegacts, and negotiations, and all other
things. We do that all the time.

LEHRER: We're going to go to a new...

MCCAIN: And Senator Obama is parsing words when he sagopdition means preparation.
OBAMA: | am not parsing words.

MCCAIN: He's parsing words, my friends.

OBAMA: I'm using the same words that your advisers use.

Please, go ahead.

LEHRER: New lead question.

Russia, goes to you, two minutes, Senator Obama.ddoyou see the relationship with Russia? Do you
see them as a competitor? Do you see them as ary@ri2o you see them as a potential partner?

OBAMA: Well, | think that, given what's happened ove ldist several weeks and months, our entire
Russian approach has to be evaluated, becausergeetsand very aggressive Russia is a threagto th
peace and stability of the region.

Their actions in Georgia were unacceptable. Thegwawarranted. And at this point, it is absolutely
critical for the next president to make clear thathave to follow through on our six-party -- oe tsix-
point cease-fire. They have to remove themsehas Bouth Ossetia and Abkhazia.

It is absolutely important that we have a unifilchace and that we explain to the Russians that yo
cannot be a 21st-century superpower, or poweraahlike a 20th-century dictatorship.

And we also have to affirm all the fledgling demexies in that region, you know, the Estonians, the
Lithuanians, the Latvians, the Poles, the Czedtla we are, in fact, going to be supportive and in
solidarity with them in their efforts. They are migens of NATO.

And to countries like Georgia and the Ukraine,ihkhwve have to insist that they are free to joinTNA
if they meet the requirements, and they should laavembership action plan immediately to start
bringing them in.



Now, we also can't return to a Cold War posturdngsspect to Russia. It's important that we recgni
there are going to be some areas of common intéestis nuclear proliferation.

They have not only 15,000 nuclear warheads, bytwbeot enough to make another 40,000, and some
of those loose nukes could fall into the handd @aeda.

This is an area where I've led on in the Senatekimg with a Republican ranking member of the Senat
Foreign Relations Committee, Dick Lugar, to deghwhe proliferation of loose nuclear weapons.
That's an area where we're going to have to wottk Russia.

But we have to have a president who is clear thatdon't deal with Russia based on staring into his
eyes and seeing his soul. You deal with Russiacbasgwhat are your -- what are the national séguri
interests of the United States of America?

And we have to recognize that the way they've liedraving lately demands a sharp response from the
international community and our allies.

LEHRER: Two minutes on Russia, Senator McCain.

MCCAIN: Well, | was interested in Senator Obama's readtbidhe Russian aggression against
Georgia. His first statement was, "Both sides ouglshow restraint."

Again, a little bit of naivete there. He doesn'tarstand that Russia committed serious aggression
against Georgia. And Russia has now become a niatgbed by petro-dollars that is basically a KGB
apparatchik-run government.

| looked into Mr. Putin's eyes, and | saw thretelst a "K," a "G," and a "B." And their aggression
Georgia is not acceptable behavior.

| don't believe we're going to go back to the OQaldr. | am sure that that will not happen. But | do
believe that we need to bolster our friends andsalAnd that wasn't just about a problem between
Georgia and Russia. It had everything to do witbrgp.

There's a pipeline that runs from the Caspian tjindgeorgia through Turkey. And, of course, we know
that the Russians control other sources of enertgyHurope, which they have used from time to time.

It's not accidental that the presidents of Latiistonia, Lithuania, Poland, and Ukraine flew to (géx
flew to Thilisi, where | have spent significant ammb of time with a great young president, Misha
Saakashvili.

MCCAIN: And they showed solidarity with them, but, aldwy are very concerned about the Russian
threats to regain their status of the old Russaregain their status of the old Russian empire.

Now, I think the Russians ought to understand weawill support -- we, the United States -- will
support the inclusion of Georgia and Ukraine inrtatural process, inclusion into NATO.

We also ought to make it very clear that the Runssée in violation of their cease-fire agreeméhey
have stationed additional troops in Abkhazia andtis@®ssetia.



By the way, | went there once, and we went insitdrove in, and there was a huge poster. Andghis
-- this is Georgian territory. And there was a hpgster of Vladimir Putin, and it said, "Vladimiuth,
our president.”

It was very clear, the Russian intentions towardsr@ia. They were just waiting to seize the
opportunity.

So, this is a very difficult situation. We wantwork with the Russians. But we also have everytrigh
expect the Russians to behave in a fashion andrigeejith a -- with a -- with a country who respects
international boundaries and the norms of inteamati behavior.

And watch Ukraine. This whole thing has got a oot with Ukraine, Crimea, the base of the Russian
fleet in Sevastopol. And the breakdown of the prditprocess in Ukraine between Tymoshenko and
Yushchenko is a very serious problem.

So watch Ukraine, and let's make sure that weat-ttfe Ukrainians understand that we are theindrie
and ally.

LEHRER: You see any -- do you have a major differencé wihat he just said?

OBAMA: No, actually, I think Senator McCain and | agf@ethe most part on these issues. Obviously,
| disagree with this notion that somehow we didfootefully object to Russians going into Georgia.

| immediately said that this was illegal and obj@table. And, absolutely, | wanted a cessatiorhef t
violence, because it put an enormous strain ondieand that's why | was the first to say thathaee
to rebuild the Georgian economy and called fodlgohidollars that has now gone in to help them
rebuild.

Because part of Russia's intentions here was t&ewethe economy to the point where President
Saakashvili was so weakened that he might be reglag somebody that Putin favored more.

Two points | think are important to think about whecomes to Russia.

No. 1 is we have to have foresight and anticipateesof these problems. So back in April, | warreal t
administration that you had Russian peacekeepdegangian territory. That made no sense whatsoever.

And what we needed to do was replace them withnatenal peacekeepers and a special envoy to
resolve the crisis before it boiled over.

That wasn't done. But had it been done, it's ptssie could have avoided the issue.

The second point | want to make is -- is the igsuenergy. Russia is in part resurgent and Putin is
feeling powerful because of petro-dollars, as SendcCain mentioned.

That means that we, as one of the biggest consurheit-- 25 percent of the world's oil -- have to
have an energy strategy not just to deal with Rwu$sit to deal with many of the rogue states we've
talked about, Iran, Venezuela.



And that means, yes, increasing domestic produetnwhoff-shore drilling, but we only have 3 percent
of the world's oil supplies and we use 25 percétit@world's oil. So we can't simply drill our waut
of the problem.

What we're going to have to do is to approachrdugh alternative energy, like solar, and wind, and
biodiesel, and, yes, nuclear energy, clean-coahi@ogy. And, you know, I've got a plan for us taka
a significant investment over the next 10 yeardddhat.

And | have to say, Senator McCain and I, | thinkeagon the importance of energy, but Senator McCain
mentioned earlier the importance of looking atcord.

Over 26 years, Senator McCain voted 23 times agaltesnative energy, like solar, and wind, and
biodiesel.

And so we -- we -- we've got to walk the walk amd just talk the talk when it comes to energy
independence, because this is probably going jodbas vital for our economy and the pain thatpteo
are feeling at the pump -- and, you know, winteosiing and home heating oil -- as it is our nationa
security and the issue of climate change thatimportant.

LEHRER: We've got time for one more lead question segnetre way out of...

LEHRER: Quick response and then...

MCCAIN: No one from Arizona is against solar. And Sen@ibama says he's for nuclear, but he's
against reprocessing and he's against storing. So..

OBAMA: That's just not true, John. John, I'm sorry,that's not true.

MCCAIN: ... it's hard to get there from here. And off4ghdrilling is also something that is very
important and it is a bridge.

And we know that, if we drill off-shore and explaitot of these reserves, it will help, at tempibyar
relieve our energy requirements. And it will havthink, an important effect on the price of a lehof
oil.

OBAMA: | just have to respond very quickly, just to eatr-- just to correct the record.

MCCAIN: So | want to say that, with the Nunn-Lugar thing.

LEHRER: Excuse me, Senator.

OBAMA: John?

MCCAIN: ... | supported Nunn-Lugar back in the early 19@Men a lot of my colleagues didn't. That
was the key legislation at the time and put usherbdad to eliminating this issue of nuclear waste

the nuclear fuel that has to be taken care of.

OBAMA: | -- | just have to correct the record here. Vdnaever said that | object to nuclear waste.
What I've said is that we have to store it safely.



And, Senator McCain, he says -- he talks aboutoi@z
LEHRER: All right.

OBAMA: I've got to make this point, Jim.

LEHRER: OK.

OBAMA: He objects...

MCCAIN: | have voted for alternate fuel all of my time...
OBAMA: He -- he -- he objects...

LEHRER: One at a time, please.

OBAMA: He objected...

LEHRER: One at a time.

MCCAIN: No one can be opposed to alternate energy.

OBAMA: All right, fair enough. Let's move on. You've gimte more energy -- you've got one more
guestion.

LEHRER: This is the last -- last lead question. You hiave minutes each. And the question is this,
beginning with you, Senator McCain.

What do you think the likelihood is that there wabble another 9/11-type attack on the continental
United States?

MCCAIN: I think it's much less than it was the day a@#rl. | think it -- that we have a safer nation,
but we are a long way from safe.

And | want to tell you that one of the things I'nosh proud of, among others, because | have worked
across the aisle. | have a long record on thag lomg series of reforms.

But after 9/11, Senator Joe Lieberman and | dedldadwe needed a commission, and that was a
commission to investigate 9/11, and find out wregggened, and fix it.

And we were -- we were opposed by the administnagmother area where | differed with this
administration. And we were stymied until the fagslof 9/11 came, and they descended on
Washington, and we got that legislation passed.

And there were a series of recommendations, asallyenore than 40. And I'm happy to say that we've
gotten written into law most of those reforms recoended by that commission. I'm proud of that work,
again, bipartisan, reaching across the aisle, wgrtogether, Democrat and Republican alike.



So we have a long way to go in our intelligencerises. We have to do a better job in human
intelligence. And we've got to -- to make sure thathave people who are trained interrogators &b th
we don't ever torture a prisoner ever again.

We have to make sure that our technological aradligénce capabilities are better. We have to work
more closely with our allies. | know our alliesdancan work much more closely with them.

But | can tell you that I think America is safed#&y than it was on 9/11. But that doesn't meanvtieat
don't have a long way to go.

And I'd like to remind you, also, as a result aisb recommendations, we've probably had the largest
reorganization of government since we establishedefense Department. And | think that those men
and women in those agencies are doing a great job.

But we still have a long way to go before we cada® America safe, and that means doing a better |
along our borders, as well.

LEHRER: Two minutes, Senator Obama.

OBAMA: Well, first of all, | think that we are safer some ways. Obviously, we've poured billions of
dollars into airport security. We have done somekwo terms of securing potential targets, but wié s
have a long way to go.

We've got to make sure that we're hardening ounats sites. We haven't done enough in terms of
transit; we haven't done enough in terms of ports.

And the biggest threat that we face right now isanouclear missile coming over the skies. It'a in
suitcase.

This is why the issue of nuclear proliferationasimportant. It is the -- the biggest threat to theted
States is a terrorist getting their hands on nuclesapons.

And we -- we are spending billions of dollars orssile defense. And | actually believe that we need
missile defense, because of Iran and North Koreala potential for them to obtain or to launch
nuclear weapons, but | also believe that, whennealy spending a few hundred million dollars on
nuclear proliferation, then we're making a mistake.

The other thing that we have to focus on, thouglla) Qaeda. They are now operating in 60 countries.
We can't simply be focused on Irag. We have toogbée root cause, and that is in Afghanistan and
Pakistan. That's going to be critical. We are gaongeed more cooperation with our allies.

And one last point | want to make. It is importémtus to understand that the way we are percdived
the world is going to make a difference, in terrhewr capacity to get cooperation and root out
terrorism.

And one of the things that | intend to do as presids to restore America's standing in the woNg
are less respected now than we were eight yearsragaen four years ago.



OBAMA: And this is the greatest country on Earth. Budause of some of the mistakes that have been
made -- and | give Senator McCain great credithentorture issue, for having identified that as
something that undermines our long-term securibeeause of those things, we, | think, are going to
have a lot of work to do in the next administratiomestore that sense that America is that shining
beacon on a hill.

LEHRER: Do you agree there's much to be done in a newrastnation to restore...

MCCAIN: But in the case of missile defense, Senator Olsaithit had to be, quote, "proven.” That
wasn't proven when Ronald Reagan said we woulddpvéhich is missile defense. And it was major -
- a major factor in bringing about the end of th@dCWar.

We seem to come full circle again. Senator Obaitiaeesn't quite understand -- or doesn't get it -
that if we fail in Irag, it encourages al Qaedaeywould establish a base in Irag.

The consequences of defeat, which would result tieplan of withdrawal and according to date
certain, regardless of conditions, according toroilitary leaders, according to every expert, wdelad
to defeat -- possible defeat, loss of all the feagacrifice that we've made of American blood and
treasure, which grieves us all.

All of that would be lost if we followed Senator @ha's plan to have specific dates with withdrawal,
regardless of conditions on the ground.

And General Petraeus says we have had great suboe#ss very fragile. And we can't do what
Senator Obama wants to do.

That is the central issue of our time. And | th&xkericans will judge very seriously as to whethet's
the right path or the wrong path and who shoulthlenext president of the United States.

LEHRER: You see the same connections that Senator Maloaa?

OBAMA: Oh, there's no doubt. Look, over the last eiglaryg, this administration, along with Senator
McCain, have been solely focused on Iraq. Thatleas their priority. That has been where all our
resources have gone.

In the meantime, bin Laden is still out there. Bl@dot captured. He is not killed. Al Qaeda is rgsut.

In the meantime, we've got challenges, for examvii, China, where we are borrowing billions of
dollars. They now hold a trillion dollars’ worth ofir debt. And they are active in countries liken--
regions like Latin America, and Asia, and Africdn€ly are -- the conspicuousness of their presence is
only matched by our absence, because we've beesddon Irag.

We have weakened our capacity to project powermaldloie world because we have viewed everything
through this single lens, not to mention, look @t @conomy. We are now spending $10 billion or more
every month.

And that means we can't provide health care to lpegpo need it. We can't invest in science and
technology, which will determine whether or not &re going to be competitive in the long term.



There has never been a country on Earth that saecanomy decline and yet maintained its military
superiority. So this is a national security issue.

We haven't adequately funded veterans' careohdibhe Veterans Affairs Committee, and we've got --
meet veterans all across the country who are trigirfiggure out, "How can | get disability payments?
I've got post-traumatic stress disorder, and yeinlt get treatment.”

So we have put all chips in, right there, and nghisdalking about losing this war. What we arditady
about is recognizing that the next president hdmt@ a broader strategic vision about all thelehgés
that we face.

That's been missing over the last eight years. 3éade is something that | want to restore.

MCCAIN: I've been involved, as | mentioned to you beforejrtually every major national security
challenge we've faced in the last 20-some yearsteTare some advantages to experience, and
knowledge, and judgment.

And | -- and | honestly don't believe that Sen&bama has the knowledge or experience and has made
the wrong judgments in a number of areas, includisgnitial reaction to Russian invasion --

aggression in Georgia, to his -- you know, weengdis stubbornness before in this administraiion

cling to a belief that somehow the surge has noteseded and failing to acknowledge that he was

wrong about the surge is -- shows to me that vileat--- that we need more flexibility in a presitdeh

the United States than that.

As far as our other issues that he brought up@meerned, | know the veterans. | know them welldAn
| know that they know that I'll take care of theAmd I've been proud of their support and their
recognition of my service to the veterans.

And | love them. And I'll take care of them. Anayhknow that I'll take care of them. And that'srgpi
to be my job.

But, also, | have the ability, and the knowledge] the background to make the right judgments, to
keep this country safe and secure.

Reform, prosperity, and peace, these are majolecitgds to the United States of America. | dontikHi
need any on-the-job training. I'm ready to go aigiit now.

OBAMA: Well, let me just make a closing point. You knaoay father came from Kenya. That's where
| get my name.

And in the '60s, he wrote letter after letter toneoto college here in the United States because the
notion was that there was no other country on Bahére you could make it if you tried. The ideaisla
the values of the United States inspired the entodd.

| don't think any of us can say that our standmthe world now, the way children around the world
look at the United States, is the same.

And part of what we need to do, what the next piessi has to do -- and this is part of our judgmts,
is part of how we're going to keep America safis to -- to send a message to the world that we are



going to invest in issues like education, we anagto invest in issues that -- that relate to how
ordinary people are able to live out their dreams.

And that is something that I'm going to be commiitie as president of the United States.

LEHRER: Few seconds. We're almost finished.

MCCAIN: Jim, when | came home from prison, | saw our r&ts being very badly treated, and it
made me sad. And | embarked on an effort to resble&®OW-MIA issue, which we did in a bipartisan
fashion, and then | worked on normalization oftieles between our two countries so that our veteran

could come all the way home.

| guarantee you, as president of the United Statexyw how to heal the wounds of war, | know haw t
deal with our adversaries, and | know how to de#i wur friends.

LEHRER: And that ends this debate tonight.

On October 2, next Thursday, also at 9:00 p.m.deagime, the two vice presidential candidates will
debate at Washington University in St. Louis. My@&lleague, Gwen Ifill, will be the moderator.

For now, from Oxford, Mississippi, thank you, semwat both. I'm Jim Lehrer. Thank you, and good
night.



