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What if one of the most important financial documents in America
's also one of the least known? On March 18, the U.S. Treasury

released the Firarnca

T ——
Report of

the United States Govemment

tor Fiscal Year 2025, For CPAs, the document should feel familiar:
auaited, accrual-based financial statements accompanied by
management aiscussion and analysis (MD&A], notes, required
supplementary information and an independent auditor's report.

Yer, despite its scope and signdcance. the report remans
lwrgody unknawn and absent from prodessona discourse.
financial analysis and polcy makers’ corwemsations. That
Fsernce raisas a fundamantal gusston: why = the federa
government's most complets set of financial statemants
nct central ta bow it plars and new as financial condtion s
evauatea’? Here are some consderabons:

From Constitutional Requirement to
Modern Financial Reporting

“ederal financwy reportng ongnates from Articls |, Sachon
9, Claase 1 of tha LS. Constitution, which reaures
auabcabon of @ *Statermient ang Account” of pubiic recepts
and expoencitures. Hestorcaly, this ragurement has teen
‘ulfilied through cash-based raparting. culmnabing in the
annual tudgst dedica,

Howewer, as faderal operations sxpancos — parbcuistdy
n the post-Word War l era — the imaabans of cash-
tazis reporting became incraasingy apparsnt. Sigraficant
DroQrams running over a fiscal year and fang-term
commitmenis were rot refiacted in measures of annual
perfomnance.

The Criet Bmancal Ciicers Act of 1590 addressed this gap
Sy requinng sudited, accruai-based financial statemants {or
the federal govemiment. The first consotdated auds, issued
for fiscal yoar 1887, resultea i a Dvsciaimar of Opinion — a
resuit thiat has contrued for 28 years through hiscal year
2075,

The Measurement Disconnect: Deficit vs.
Net Operating Cost

Pubiic diszussion of federal finances contmues So centar an

tha anrual budget celiz. Fram ar azcountng persceciive,
this focus = mcompiets,

The bucget defic? 15 a casn-based measure, reflectng
ourrerd-penes irdiows ang outflows. # does not caphure:

< Changes in long-term habiltias
«  Accrums for exrnsd benefils
+  The ful cost of goverrment oparatiors

By cortrast, tha financal report preserts net operatng cast,
an accrual-based measure anaigous to net income (or
loss) in thn private sactor. The report pxpicitly identdine this
mBasure as the government’s "bottom ine.©

Far fiscal year 2025
«  Budget ceotizit: $1.48 trilvon

«  Met cpernbng cost: £2.1 miton ibafore the reversal of
the tardf income relative to ©Y 2025 ier deames ilega
by the Supreme Court)

A mare sgnificant difference oocurred in hacal year 2022
«  Sudget geficit: $1.4 trition
. Mat aperating cost: 34.2 trificn

The 200% incresss dusirales the mmpact of accrual
accourting in cagtunng oosts and changes in assumptions
that are not refiected in cash-based reporting.

Far CPAs, the distinction & straghticrward: evaluating
financial porformance witheut consigenng accmal-tased
results would te noonmstant wak the concept of generally
accopted accouniing principles. Yot thes distinction s rarely
appied in the government's finanol Siscussions.

Financial Position and Long-Term
Commitments

The governmant's consslizyied balance sneet further
underscores the rportance of accrual-tased reporting.

Far fincal year 5025

+ Totd assets: 86 tnlion lexcuswe of Stewardsmp and
Hertaon assets)

«  Toty habdibes: $438 rition



« Mot pesibon: ${42) frition

Significars habdibes inciude federal emipioves ard veteran
tenafits (515 frificn) —

A topic rarely discussed in public — as well as publicly held
debt and accrued interost.

1 adctton, requires supplemantary information shows the
orasent value of orojectes social insueance shartfails over a
Ph-waar orizon:

¢« Socal Securny ana Medicare [Parts A, B, and Dic $88.4)
trifion

Thes s & $70 trificn increase from the prior year. While these

susiainabilty measures are not recognized as labiibes

undar federal accounting stendards. they prowde critical
context for assessirg long-term fiscal condibon.

The report reveals a struchral iImtalance drven by nising
asbiipations and insuthizient revenues aver the long term. it
noludes repeated warnings — dozens of therm — abouwt the
qowernment being on unsustainable fiscal path. These are
net political opinions. They are audted findngs.

Audit Results and Reporting Limitations

The financial statements ars audited by the Govemment
Accountabisty Office (GAQ)L Despite gecades of aifor, the
GAC cantnues 1o ssue a discamer of opimion on the
corsoidabed fmanca statements.

The reasars are wai decumentss and persistent:

. dMaterial weakrmsses n intarnal controd over financial
fanoTtg

«  irabitty to cotan sufhoant. aporoprate audit evidence

«  Sgnificant imitatons relatea o certain agencies, mast
notably the U5, Department of Defense

+  Ongomg challenges in accounting for certan assets.
kabiiifies anag mteragency balarces

At the component level, many CFO Act Agancies recene
urmadified opnions. Howeeer, from a consobdation
standpaint, the wresolved detcencies are signdicant
encagh fo preciude an overall utimadified opirson.

For CPAs, this prasents a familiar but uncomfartable reaity:
the firancinl statements sxist, but their auddabitty remains
constraned by systemic 155ues.

Conclusion

Thus, the faderal gowernment produces sudted. accrus-
cased financal staternenis in accordance with federal

goverrmerd accounbng standards, These statamants
aravide a mars complete picturs of financial pecormance
Fd condibon than cash-based mpsasures alone.

However, they reman vrtually urknown and underutiizad in
toth prodessonal ang puslic disoourse.

As farmer Congressman Jim Sooper 10-TH-5) once
obesrved, the Sinancal Heport has boen “one of the oest
kapt secrets m Ameonca”® That coservation conbinues to haolg
relevance tody.

For CPAz, the muesbon is ot whather the infarmaton i3
mpartant anc avalatie. # 15 whether others should know.

fichaed Oooriey, OPA. s the fouwnder of
U 5. Oakd Farum fosdabéfonam. caml,

whici? seeks (o educaie othars on tHhe

B fnanca! ponban ang condition of the U8,
GORRTTUTANTE. W o3y a morthiy oo
infores? proul or the U S nahons! debt ang
WAL a farmer DUDANC Sccoanting aasiar ang
J& paar nancia serviees axscuhive who

soarved in UFO, CAD, COD and Boarg rojes.

THREE THINGS

The federal govemment's annual

financisl report is a largely
overiooked but essential source
for understanding the nation's
true fiscal condition.

pichums

2 Cash-based budget defiont
figures miss major lang-term
obdgatiors, while accrual-based
net operating cost provides
a mare complede accournting

3 There are senous concams
about the govemmant's
financial position, inclhuding
massive liabilties,

unsustainable long-tenm
comsmsbrmants and ongotng

aud! limitations



