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April 28,2005 

The President 
The White House 
Washington, DC 20500 

Dear Mr. President: 

I am writing regarding your recent statements about the Social Security trust funds. On 
April 5,2005, during an event in Parkersburg, West Virginia, you stated: "there is no trust 
fund," "the government is making promises to younger Americans that it cannot keep," and the 
trust fund reserves are "just 1 0 ~ s . " ~  Discussing Social Security at an event on February 9, you 
said: "Some in our country think that Social Security is a trust fund. . . . That's just simply not 
true."2 A day later, you added: "there are empty promises, but there's no pile of money that you 
thought was there when you retired."3 

On April 15, at an event in Kirtland, Ohio, you stated: "some people in America . . . think 
that the federal goverrrrllent all these years has been collecti~lg your pay-011 taxes and we're 
holding it for you. And then when you get ready to retire, we give it back to you. That's not the 
way it  work^."^ And just last week, you called the assets in the trust funds nothing but "paper 

The implication of your statements is breathtaking: in effect, you are saying that your 
Administration does not intend to repay the trillions of dollars being borrowed from the Social 
Sccurity trust funds. Your position i s  wrong morally and logally, and it breaks a 70 year 

Wllitc; Huust;, Pt. c~ i dcn~  fur t i ~ k u t c ~  in SVC~UI SCCU, ity CVIIVC~SU~EOII  in W k ~ t  F7irgir8ia 

(Apr. 5,2005). 
FDCH Political Transcripts, George K Bush Participates in a Conversation on Class 

Actzon Lawsuzt Reform (Feb. 9,  2005). 
3 Federal News Services, Preszdent Bush Remarks at Conversation on Social Security 

(Feb. 10,2005). 
4 White House, President Partzczpates in Social Security Roundtable zn Ohio (Apr. 15, 

2005). 
Bush: 7'm Worried about Gasollne Pnces, ' MSNBC (Apr. 19,2005) (online at 

http://~~~.msnbc.msn.cornlid/755 90291). 
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commitment that the payments Americans make into the Social Security system will be held in 
trust for Social Security beneficiaries, not diverted to tax cuts for the super rich or to other 
government expenditures. 

Since you were elected, the federal government has borrowed over $500 billion fi-om the 
Social Security trust funds. These funds have been used to pay for multiple rounds of tax cuts 
for the wealthy and other government expenditures. Under your budget, the government is 
projected to borrow an additional $2.5 trillion from the trust funds over the next 10 years. You 
may not want to repay these funds -just as a homeowner may wish that he or she could stop 
paying the mortgage - but you are legally and morally obligated to repay what you have 
borrowed. 

The 1983 amendments to the Social Security Act anticipated the financial burden posed 
by the retirement of the baby boom generation. The legislation raised the retirement age of 
American workers and increased their Social Security contributions for the specific purpose of 
creating a large reserve in the trust funds that could be drawn down as the baby boomers retired. 
American families have kcpt their cnd of the bargain. According to the nonpartisan 
Congressional Budget Office (CBO), their contributions to the trust funds will build up reserves 
of $8 trillion by 2034, enough to fully fund Social Security throu@ 2052. 

The question now is whether the federal government will keep its commitment to Social 
Security. It would be a gross betrayal - and an unprecedented transfer of wealth from the 
middle class to the super rich - for the government to renege on its promise to repay the trust 
funds. 

A "Legal, Moral, and Political" Commitment 

When Social Security was enacted in 1935, it faced a demographic challenge similar to 
the one we face today. As the committee established by President Roosevelt to make 
recommendations on Social Security reported, "in 25 to 30 years the actual number of old people 
will have dntlbled" and the ratio of seniors to other Americans was expected to increasem6 

The solution President Roosevelt and his committee developed was to create a 
contributory system that would fund a Social Security "reserve account" fi-om which funds could 
be drawn to meet future needs. As explained by Social Security Administration historian Larry 
DeWitt, American workers were to make payments into the reserve "with the clear idea that this 

committee on Economic Security, Report to the President of the Committee on 
Economic Security (Jan. 1935) (online at www.ssa.gov/history/reports/ces/ces.html). 
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account would then be the source of monies to fund the workers' retirement."7 In 1938, the 
Social Security Board summarized this approach as follows: 

The existing law contemplates a fully financed system. . . . That is to say, it requires that 
probable future liabilities be taken into account from the very beginning and that a 
sufficient reserve be set up so that the earnings on the reserve, plus current pay-roll tax 
receipts, will be sufficient always to cover annual benefit disbursements." 

In 1939, Congress enacted amendments to the Social Security Act that turned the 1935 
"reserve account" into a formal "trust fund" for Social Security participants. This law provided 
that the payroll taxes for Social Security were tn he directly credited tn the tnrst firnd and 
managed by trustees for the benefit of the Social Security program.9 A second Social Security 
tmst fund, for disability insurance, was created in the Social Security Amendments of 1956." 

From the outset of the Social Security trust funds, the law provided that the United States 
government would back the obligations held by the tmst funds. The 1939 law stated that it was 
the duty of the managing trustee to "invest such portion of the Trust Fund as is not, in his 
judgment, required to meet current withdrawals." According to the statute, "Such investments 
may be made only in interest bearing obligations of the United States or in obligations 
guaranteed as to both principal and interest: by the United states."" 

Amendments to the Social Security Act in 1994 reaffirmed the government's 
commitment to back the trust funds. The law provided that each trust fund obligation shall "be 
evidenced by a paper instrument in the form of a bond, note, or certificate of indebtedness issued 
by the Secretary of the Treasury" that states "on its face": 

that the obligation shall be incontestable in the hands of the Trust Fund to which it is 
issued, that the obligation is supported by the full faith and credit of the United States, 
and that the United States is pledged to the payment of the obligation with respect to both 
principal and interest.12 

7 Larry DeWitt, Social Security Administration Historian, The 193 7 Supreme Court 
Rulings on the Social Security Act (1999) (online at www.ssa.gov/history/court.html). 

Svcial Secusity Doas-d, A IZqor-t of the Social Security Do~zl-d to the PI-esideiit and to the 
Congress of the United States (transmitted to the President on Dec. 30, 1938) (online at 
www.ssa,gov/history/reports/38ssbadvise.html). 

' Pub. L. No. 76-379, 201. 
lo Pub. L. No. 84-880. 
" Pub. L. No. 76-379, 5 201(c). 
l2  Pub. L. No. 103-296, Ej 301. 
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The "full faith and credit" guarantee is the strongest guarantee the federal government 
can provide. It is the same guarantee that backs other federal notes and bonds. According to the 
Social Security Administration: 

Far from being "worthless IOUs," the investments held by the trust funds are backed by 
the full faith and credit of the U. S. Government. The government has always repaid 
Social Security, with interest. The special-issue securities are, therefore, just as safe as 
U.S. Savings Bonds or other financial instruments of the Federal government.13 

Until your recent remarks, no President in the 70-year history of Social Security 
questinned the cnmmitment of the government tn r g a y  the t n ~ s t  ftmds When Social Secnrity 
was created, President Roosevelt stated: "We put those payroll contributions there so as to give 
the contributors a legal, moral, and political right to collect their pensions and unemployment 
benefits."I4 You are the only President to suggest that this "legal, moral, and political" 
commitment could be violated. 

The 1983 Social Security Reforms 

The last major Social Security legislation was the 1983 Social Security legislation. This 
legislation expressly renewed the commitment between the public and govemment inherent in 
the Social Security trust funds. 

In the early 1 980s, the Social Security system faced both short-term and long-term 
deficits. In 1981, President Reagan appointed a bipartisan commission, chaired by Alan 
Greenspan, that was tasked with reviewing "relevant analyses of the current and long-term 
financial condition of the Social Security trust funds," identifying "problems that may threaten 
the long-term solvency of such funds," and developing and recommending "solutions to such 
problems that will both assure the financial integrity of the Social Security System and the 
provision of appropriate benefits.'"' 

President Reagan's mandate to the Greenspan Cnmmissinn explicitly rernpi7ed the need 
to protect the Social Security trust funds: 

l 3  Social Security Administration, Trust Fund PAQ j. (Mar. 2005) (online at 
http ://www.ssa.gov/OACT/ProgData~fundFAQ.html) 

l 4  DeWitt, supra note 7 (citing Arthur Schlesinger, The Age of Roosevelt: The Coming of 
the New Deal, 308-09 (1988)). 

l 5  National Commission on Social Security Reform, Report of the National Commission 
on Social Security Reform, Appendix C (Jan. 1983) (online at 
http://www.ssa.gov/history/reports/gspan1 O.htm1). 
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I believe that we should build any social security rescue plan around . . . basic principles: 
First we must preserve the integrity of the tmst funds and the basic social security benefit 
structure. ' 
In their report to the President, the members of the Greenspan Commission "agreed that 

the long-range deficit should be reduced to approximately zero," and they presented a set of 
recommendations that would "meet about two-thirds of the long-range financial requirements."'7 
The cornerstone of the Commission's recommendation was the idea that Social Security could be 
preserved by building up reserves in the trust funds that could be used to pay out benefits as the 
baby boom generation retired. To accomplish this, the Commission recommended raising the 
retirement age and increasing Social Security cnntributions 18 

Congress reformed Social Security soon after the Commission report was released. The 
legislation relied heavily on the Commission report and made clear that the build-up of tmst fund 
reserves was vital to the long-term future of the program. As the Commission had 
recommended, the legislation eliminated the deficit faced by Social Security by raising the 
retirement age and increasing Social Security  contribution^.'^ The House bill was titled: "A bill 
to assure the solvency of the Social Security Trust ~unds."~ '  The report of the House Committee 
on Ways and Means stated: 

The combination of revenue increases and benefit modifications contained in the 
bill both assures the trust funds against short-term cash shortfalls, and eliminates 
the currently projected long-term deficit.21 

During debate on the 1983 amendments, members of the House and Senate focused on 
the vital role of the trust fund in the long-term health of the Social Security system. Senator 
Dole, the Chairman of the Senate Finance Committee and a member of the Greenspan 
Commission, observed that the "heart of this legislation is the package of provisions designed to 
assure the solvency of the Social Security system over both the short term and the long term."" 
Senator Heinz stated: 

16president Ronald Reagan, Stat~mont on Signi~zg Social Seczrrify Legislation, (Dec. 29, 

198 1). 
I7~eport of the National Commission on Social Security Reform, supra note 15, Chapter 

2 .  
l8  Id., Chapter 2, Chapter 4 (Additional Statement #I). 
l 9  pub. L. No. 98-21. 
" H.R. 1900, 9gth Cong. (1983). 
2'  House Committee on Ways and Means, Social Security Act Amendments of 1983 

(1983) (H. Rept. 98-25 Part 1). 
22 Statement of Senator Robert Dole, Congressional Record, S4084 (Mar. 24, 1983). 
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This bill will restore solvency to Social Security. It should insure, under our 
current economic forecasts, the financial integrity of the old-age, survivors, and 
disability insurance (OASDI) trust funds for both the rest of this decade and the 
foreseeable 75 year future.23 

Rep. Dan Rostenkowski, the Chair of the Ways and Means Committee stated that the bill 
is "a cautious, fair plan that raises enough revenue [that] . . . closes the enormous deficit built up 
in the next century."24 Rep. Cecil Heftel from Hawaii underscored that the proposal was 
designed to address the "combined effects of several recent years of low birth rates and a high 
number of future retirees when the 'baby boom' generations of the 1940's and 1950's begin 
reaching retirement age."25 

When President Reagan signed the 1983 bill into law on April 20, 1983, he told the 
crowd that the "bill demonstrates for all time our nation's ironclad commitment to Social 
Security." Pointing out that just months earlier, there had been "legitimate alarm that Social 
Security would soon run out of money," the President noted: "we kept our promises. We 
promised to protect the financial integrity of Social Security. We have."26 

American Families Have Done Their Part 

Since passage of the 1983 reform, Americans have also kept their end of the 
bargain. Every paycheck, Americans pay FICA taxes into the Social Security system. 
These contributions have significantly exceeded the amount required to pay current 
benefits, building up the reserve fund contemplated by the 1983 legislation. 

According to the Congressional Budget Office, the Social Security trust funds 
have accumulated a surplus of $1.8 trillion since 1 9 8 3 . ~ ~  The surplus is invested in 
obligations backed by the full faith and credit of the United States, earning interest that 
further builds up the trust funds. 

CBO estimates that Social Security revenues will exceed benefits every year until 
2020, at which point the surplus in the trust funds is projected to total almost $5.8 trillion. 

23 Statcnzcnt of Sc~zator Jolzn Hci~zz, Congressional Rccord, S40SS (Mar. 24, 1983). 
24 Statement of Rep. Dan Rostenkowski, Congressional Record, 1-11 780 (Mar. 24, 1983). 
25 Statement of Rep. Cecil Heftel, Congressional Record, H1786 (Mar. 24, 1983). 
2"11itc; H u u b ~ ,  Revnarks uflhe Presidenl al Signing Ceremonyfur Sociul Security Act 

Amendments (Apr. 20, 1983). 
27 Congressional Budget Office, Detailed Projections for the Old-Age, Survivors, and 

Disability Insurance Trust Funds Through 2015 (Feb. 2005). 
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Because of interest payments to the trust funds, the funds will continue to grow until 
2034, when they are projected to peak at $8 tr i l l i~n.~'  

As President Reagan and Congress intended in 1983, this surplus will make Social 
Security solvent for decades if it is protected. Assuming full repayment of the trust funds, the 
surplus is projected by CBO to last until 2052.'~ This would allow full benefits to be paid for the 
next 47 years, even with no changes to the program. 

A Breach of Trust 

When you were a candidate for President in 2000, you promised to protect the Social 
Security surplus. Your 'Blueprint for the Middle Class" said that you would "'Lockbox' the 
Social Security Surplus" and "Require that Social Security money be used for nothing but Social 
~ e c u r i t y . " ~ ~  The Republican Party platform in 2000 reflected your promises, stating: "The 
Social Security surplus is off-limits, off budget, and will not be touched."31 

During your first term, you did not keep these promises. Under President Clinton's 
leadership, Congress had passed budgets that protected the Social Security trust funds. Under 
the "lockbox" principle that President Clinton espoused, the surplus in the trust funds was used 
to pay down guvernrnenl debt rather llhdn fund lax culs or government expenditures. Despite 
your campaign pledges, you abandoned the lockbox and spent the Social Security surpluses to 
pay for tax cuts for the super rich and other government expenditures. 

During your first term, Americans paid $2.1 trillion in FICA contributions. Of this 
amount, $600 billion were surplus contributions that were specifically intended to build up the 
trust funds.32 Your budgets spent $500 billion of these surplus contributions to fund tax cut 
legislation and other government expenditures.33 

" Congressional Budget Office, Updated Long-Term Projections for Social Security 
(Mar. 2005). 

29 Id. 
30 BushCheney, Real Plans for Real People: Blueprint for the Middle Class (released 

Sept 17, 2000) (online at 

http://archives.cnn.com/2OOO/ALLPOLITICSlstories/O9/l8/campaign.wrapl). 
31 Republican Platform 2000: Renewing America 's Purpose (online at 

m~v,cnn.com/ELECTION/2000/convcntions/rcpublicanlfcaturcs/platfom.00/). 
32 The trust funds also earned approximately $380 million in interest and from taxation of 

benefits, which was used to pay current beneficiaries. Social Security Administration, 2005 
OASDI Truslees Rt.yor~, Table IV.A3 - "Operaliuns uf the Cur~lbirlert OASI arid DI Trusl 
Funds, Calendar Years 2000-14" (Mar. 23 2005) 

33 Congressional Budget Office, The Budget and Economic Outlook: Fiscal Years 2006 
to 2015, Appendix F (Jan. 25,2005) 
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The tax cuts passed by Congress in 2001,2002, and 2003 were the largest single drain on 
the Social Security trust funds. These tax cuts alone consumed approximately $750 billion over 
the last four years, more than the entire Social Security surplus over that period.34 The principal 
beneficiaries of the tax cuts were the wealthiest 1 % of Americans, who received 27% of the tax 
savings under the legislation.35 

Your latest budget proposes even more spending from the Social Security tmst funds: 
$2.5 trillion over the next ten years.36 once again, the tax cuts for the super rich are the major 
drain on the trust funds. Of the $2.5 trillion that will be taken from the tmst funds, an estimated 
$1.5 trillion will be spent to pay for tax cuts for the wealthiest 1% of ~ m e r i c a n s . ~ ~  

You are now stating publicly that the government will not repay the funds that are being 
taken from the Sncial Security tnlqt filnds On Fehniary 9, 2005, you told an audience in 
Washington, DC: 

Some in our country think that Social Security is a tmst fund - in other words, there's a 
pile of money being accumulated. That's just simply not true. The money - payroll 
taxes going into the Social Security are spent. They're spent on benefits and they're 
spent on govcil~i~ici~t pluBams. T ~ ~ G I G  is i ~ u  tlubt. 3 8 

A day later, you told an audience in Raleigh, North Carolina, that "there are empty 
promises, but there's no pile of money that you thought was there when you retired."39 

On April 5, you delivered extensive remarks on the Social Security trust funds 
immediately following your visit to the Bureau of Public Debt, the vault in West Virginia that 
houses the Social Security trust fund bonds. There you told Americans that "there is no 'trust 
fund. "' According to your remarks: 

34~enter  for Tax Justice, Details on the Bush Tax Cuts So Far (2003). 
35 Id. 
36 ~on~res s iona l  Budget Office, Analysis of the President's Budgetay Proposals for 

Fiscal Year 2006 (Mar. 2005). 
37 The combined cost of the tax cuts already passed, and those proposed in the President 

budget, is approximately $4.2 trillion. Approximately 35%, or $1.5 trillion, of these tax cuts will 
go to the wealthiest 1% of taxpayers. Center for Tax Justice, Details on the Bush Tax Cuts So 
Far (2003); Center for Tax Justice, Bush 's $10 Trillion Borrowing Binge: An Update (Jan. 
2005). 

38 FDCII Political Tsansci-ipts, Geurge FE B u ~ h  Pur l ic iyu le~ in u Ccrnverxcliun on CZuss 
Action Lawsuit Reform (Feb. 9,2005). 

39 Federal News Services, President Bush Remarks at Conversation on Social Security 
(Feb. 10,2005). 
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A lot of people in America think there's a trust, in this sense - that we take your money 
through payroll taxes and then we hold it for you, and then when you retire, we give it 
back to you. But that's not the way it works. There is no "trust fund," just IOUs that I 
saw first-hand. . . . The problem is that the government is making promises to younger 
Americans that it cannot keep.""' 

Similarly, on April 15, you told an audience in Kirtland, Ohio: 

It's not a trust. I mean, some people in America I suspect think that the federal 
government all these years has been collecting your payroll taxes and we're holding it for 
you. And then when you get ready to retire, we give it back to you. That's not the way it 
works.41 

You reemphasized these claims again last week, telling CNBC's Ron Insana that there 
are "no real assets in the system" and that the trust funds consist of "paper 

The effect of reneging on the government's obligation to repay the trust funds - as you 
are proposing - would be a massive transfer of wealth from the middle class to the wealthiest in 
the cuunlr y. Al111u~l75% uf lilt: cur~lribulivns lu Lhc Social Securily Lrust fimds come from 
families earning less than $80,000 per year.43 when one cuts through your rhetoric, the impact 
of your budget proposals is stark: trillions of dollars in Social Security contributions from the 
middle class are being diverted to pay for tax cuts that primarily benefit the super rich. 

Conclusion 

Over the past 20 years, the contributions of Americans to Social Security trust funds have 
built an accumulated reserve of almost $2 trillion dollars. Over the next 30 years, these reserves 
are estimated to grow to over $8 trillion. If the government borrows these reserves to pay for tax 
cuts and government spending, the government has both a moral and legal obligation to repay the 
trust funds. Your position - that the government should not repay the funds it has borrowed 
from Social Security - betrays the trust that millions of American families have placed in you. 

40 White House, Prcsidcnt Participates in Social Security Convcl*sation in JfTest J7ii.r-gilzia 
(Apr. 5,2005). 

41 White House, President Participates in Social Security RouncEtable in Ohio (Apr. 15, 
2005). 

42 Bush: Il'm Worried about Gasoline Prices, ' MSNBC (Apr. 19, 2005) (online at 
http://m.msnbc.msn.com/id/7559029/). 

43 Congressional Budget Office, Effective Federal Tax Rates, 1997-2001 (Aug. 2004). 
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Your position is wrong, both morally and legally. I urge you to repudiate your statements 
about the Social Security trust funds and ensure that Americans receive the benefits that they 
have paid for and earned. 

Sincerely, 

Henry A. Waxman 
Ranking Minority Member 


