


 

 

 

 

 

 

 

May 22, 2009 

 

Dear Republican Colleague: 

 

As we wrap up our legislative business to return home for the Memorial Day recess, I 

would like to share my ongoing concern about some of the Democratic Congress’ recent 

fiscal choices for our nation, choices that are putting us on a dangerous and unsustainable 

economic path. 

 

With the final passage of the fiscal year 2010 budget resolution, the President has put in 

place an aggressive tax-and-spend-and-borrow blueprint that will dramatically expand the 

size of government, resulting in a staggering debt burden for the next generation. 

 

The Democrats’ FY 2010 budget includes the largest tax increase in history, but instead 

of reducing the deficit, those additional revenues will pay for only a fraction of the 

proposed expansion in government programs. Spending in the budget is so aggressive 

that it drives the debt to unsustainable levels. And despite current unfunded entitlement 

obligations of nearly $69 trillion over the next 75 years, the budget makes no attempt at 

entitlement reform -- allowing spending to continue on autopilot.  

 

This lack of entitlement reform is especially worrisome given that the Medicare and 

Social Security Trustees say the recession is accelerating the fiscal crisis we face – 

Medicare is now projected to be insolvent by 2017. The demands of the retiring Baby 

Boomers and rapidly increasing health care costs will break the federal piggybank in the 

very near future unless meaningful action is taken now. In fact, the Trustees Report on 

May 12
th

 triggered the Medicare Funding Warning for the third year in a row, yet the 

President chose not to send Congress a proposal that would have addressed the Warning 

from last year. 

 

These choices -- reckless spending, higher taxes, more debt and ignoring a looming crisis 

-- are not in the best interest of the American taxpayer. I have urged the President to seek 

bipartisan solutions now, and I look forward to working with you in the months ahead to 

move forward on some commonsense ideas, especially in the area of entitlement reform.  

 

Please contact my staff at 202-224-6011 if you need any additional information. 

 

Sincerely 

 

 

 

Judd Gregg 
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Recession Accelerates Fiscal Crisis 

Trustees’ Report Triggers Medicare Funding Warning for Third Straight Year 

 

 The Medicare and Social Security Trustees Report, issued on May 12, showed that the 

recession is having a major impact on the Medicare and Social Security Trust Funds, 

accelerating the arrival of a massive, trillion-dollar entitlement crisis on our doorstep.  

 The demands of the demographic changes caused by the retirement of the Baby Boomers 

and rapidly increasing health care costs will break the federal piggybank.  

 The Democratic majority’s continuing inaction on this issue is inexcusable, especially 

given the reckless spending that they have in the works.   

 The entitlement crisis is getting closer and closer, and trying to kick the can down the 

road will not make it go away; meaningful action is needed now. 

 Republicans stand ready to work together in a bipartisan manner to solve this crisis so 

that Social Security and Medicare will be there for every American. 

 
 

Social Security 

 Social Security is facing an accelerating financial crisis.  In 2016, the program will begin 

to pay out more in benefits than it collects in taxes, and the Trustees project the program 

will go bankrupt in 2037 four years earlier than projected last year.   

 The problems facing this program are straightforward and solvable, the only challenge is 

politics.   

 In addition, the unfunded obligations of the Social Security program over the next 75 

years jumped by $1 trillion to $5.3 trillion. 

 

Medicare 

 Medicare’s hospital insurance fund, which covers beneficiaries’ most expensive health 

care costs, is projected to be bankrupt in 2017. 

 Medicare is already cashing in securities in its trust fund to pay benefits.  

 The Trustees also predict that Medicare will cover more than 45% of its expenses out of 

Treasury’s general fund coffers beginning in 2014 and have issued a “Medicare Funding 

Warning” for the third year in a row, requiring the President to submit legislation to 

alleviate the crisis.  

 Last year ahead of the elections, Democrats scoffed at the Medicare Funding Warning 

announced by the Trustees, claiming that the Bush Administration had “trumped-up a 



phony crisis.” Nothing could be further from the truth, and the majority is putting our 

children’s economic future on the line if these warnings are not taken seriously.  

 Disappointingly, the President has chosen not to send Congress a proposal to address the 

Trustees’ Medicare Funding Warning last year. 

 The federal government has unfunded obligations of nearly $38 trillion in Medicare 

benefits, more than half of the $70 trillion long-term unfunded obligation that we face in 

the entitlement arena.  

 

 

 



 

 
 

Brief Summary of Democrats’ FY 2010 Budget Conference Report 

 

 5-year budget 

 Deficit falls from 12% of GDP in 2009 to 3% of GDP in 2014 ($523 billion) –  

see table below for items left out of the conference agreement’s deficit 

calculations 

 Debt held by public continues on an upward path - rises from 55% of GDP in 

2009 to 67% of GDP in 2014 

 

Reconciliation 

 Senate reconciliation instructions to Senate HELP and Finance Committees for $1 

billion each (2009-2014) deficit reduction; report no later than October 15, 2009. 

 House reconciliation instructions “for health care reform” to House Ways & 

Means, Energy & Commerce and Education & Labor Committees for $1 billion 

each (2009-2014) deficit reduction; report no later than October 15, 2009. 

 House reconciliation instructions “for higher education” to House Education & 

Labor Committee for $1 billion deficit reduction; report no later than October 15, 

2009. 

 

Enforcement 

 New Senate Point of Order (POO) against a bill that extends or reauthorizes 

surface transportation programs that appropriates Budget Authority from sources 

other than the highway trust fund (in neither House- nor Senate-passed budget 

resolutions).   

 Senate exempts health care reform legislation from $10 billion short-term deficit 

POO and from first six years of PAY-GO. 

 

PAY-GO 

 Senate says PAY-GO still applies to everything, except for six-year test for health 

reform 

 House says PAY-GO is forgiven for two years of doc fix, three years of AMT, 

middle-class relief and estate tax relief – only if statutory PAY-GO is passed by 

the House or if the bills that extend those policies include language to reinstate 

statutory PAY-GO. 

 

 

 



Discretionary Spending 

 $556.1 billion in regular defense discretionary in 2010 

 $529.8 billion in regular non-defense discretionary in 2010 

 $1086 billion  in regular appropriations total for 2010 

o Plus $130 billion for war in 2010 

o Plus $10 billion for disasters in 2010 

o Plus opens up allowable advance appropriations to veterans discretionary 

spending 

 

Changes for Mandatory Programs (relative to CBO baseline) 

 Requires savings from reconciliation ($2 billion) 

 Un-offset doc fix for two years ($38 billion cost over five years) 

 

Changes to CBO’s Baseline for Revenues (relative to CBO baseline) 

 $512 billion for middle-class tax relief  

 $214 billion for three years of AMT fix 

 $72 billion for President’s estate tax relief 

 $34 billion in unspecified net revenue increases 

 

Climate Change 

The report states: “It is assumed that reconciliation will not be used for changes in 

legislation related to global climate change.” However, the conference report removes 

the following provisions that were in the Senate-passed version of the budget 

resolution: 

 Three points of order against increased taxes/energy taxes on those families 

earning below $250,000 per year.  

 A point of order against legislation that would cause significant job losses in 

manufacturing and coal-dependent states.  

 A Hutchison amendment to Energy deficit-neutral reserve fund (DNRF) adding 

increased Outer Continental Shelf oil and gas development. 

 A Vitter amendment to Energy DNRF protecting oil and gas protection, farmers, 

fishermen, and domestic industries against increased costs.  

 A Thune amendment (as well as a Boxer amendment) to Climate DNRF requiring 

that climate change legislation could not increase electricity or gasoline prices. 

 A DNRF to increase nuclear plant construction. 

 A DNRF to increase advanced nuclear research.  

 

 

 

 

 

 

 

 

 



 

Costs Left Out of Budget Res. Conference Agreement That President Included in His Budget 

    ($ billions)   

 2009 2010 2011 2012 2013 2014  

Deficits Claimed in Conf. Report 1693 1233 916 620 581 523  

As a % of GDP 12% 9% 6% 4% 4% 3%  

        

Last 3 years of Doc Fix    8 18 23  

Last 2 years of AMT fix     34 37  

TARP II 125 125      

Disaster Costs   16 18 20 23  

Health Reform (doesn't have to        

  be paid for until  years 7-11)  4 32 88 102 146  

Skinnier middle-class tax relief   30 40 50 67  

Extend Make Work Pay Credit   29 42 43 43  

Nonexistent disc. offsets (920)   7 12 14 14  

Interest 0 2 6 13 27 47  

Amount That Deficit is Understated 125 131 120 222 308 400  

        

Deficits in Conf. Report adjusted to        

  Obama's Budget Level of Honesty 1818 1364 1037 842 889 924  

As a % of GDP 13% 9% 7% 5% 5% 5%  
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Debt and Interest Skyrocket Under Obama Budget 

 

 In our history, each generation has made sacrifices to better the lives of the next generation. This 

budget does the opposite by passing along trillions of dollars in IOUs; this budget asks the next 

generation to sacrifice for us. 

 Doubles the debt held by the public in 5 years and nearly triples it in 10. 

 Creates more debt than under every president from George Washington to George W. Bush 

combined. 

 Makes us more dependent on China and other governments to finance our debt. 

 Threatens the value of our currency and financial security. 

 Beginning in 2014 and every year thereafter, the government will spend more than $1 billion per 

day on finance charges to holders of U.S. debt.  To put this in context, all state and local 

governments across the United States combined spend less than one-third that amount - $310 

million per day - on police and fire protection. 

 Federal spending on finance charges for our government’s debt will amount to about $1,500 per 

household in 2009.  Under President Obama’s budget, spending on finance charges rises to about 

$6,900 per household by 2019. 

 

 

DEBT 

 According to CBO’s estimate of the President’s budget, debt held by the public is estimated to hit 

82.4% of GDP in FY2019.  The last time debt held by the public stood at that level or higher as a 

share of GDP, it was FY1948 (84.5%). 

 Under the Obama budget, the debt per household for FY 2010 will be $78,000. 

 

INTEREST 

 According to CBO’s estimate of the President’s budget, net interest as a share of GDP reaches a 

record in FY 2017 at 3.4% of GDP (previous record was 3.3% of GDP in FY’91) and it grows 

from there. 

 Net interest costs soar from $170 billion in FY’09 to $806 billion in FY’19, consuming 20 cents 

out of every dollar of revenue (compared to less than 8 cents out of every dollar this year). 

 In 2019, under Obama's budget, we'll spend $806 billion on net interest.   

 That's 15.7% of total spending in 2019, and 3.8% of GDP. 

 In 2010, net interest is projected to be $172 billion (4.7% of total spending and 1.2% of GDP). 

 



 2009 2019 

 

Federal Debt (Held by Public) per Household 

$67,686 $133,000 

 

Annual Federal Interest Costs per Household 

$1,441 $6,200 

Amount Spent on Health Care per Person in 

the United States 

$8,160  

Amount Spent on Health Care per Household 

in the United States 

$21,216  

 

President Obama’s Budget (CBO Estimate) 

  

Interest Payments on the Federal Debt  $806 billion 

Spending on Defense by the Federal 

Government 

 $720 billion 

Spending on Education by the Federal 

Government 

 $95 billion 

Spending of Transportation by the Federal 

Government 

 $97 billion 

Spending on Energy by the Federal 

Government 

 $18 billion 

Education, Energy and Transportation 

Subtotal 

 $210 billion 
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