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By: Michasl Doorley, CPA

ONE OF THE BEST KEPT
SECRETS IN AMERICA:

Why Tennessee CPAs Should Pay
Attention to the Financial Report of
the United States Government

Jim Cooper's Warning About America’s Most
Comprehensive Financlal Report

n March 2011, Cangressman Jim Coaper (D-TM-5) called the Financial

Report of the United State Government "a more important look at the

federal government than probably any other document,” yet "one of the
best kept secrets” at a hearing with the Cwversight and Government Reform
Subcommitbee on Government Organization, Efficiency and Financial
Managemeant.

More than a decade later, his comment remains remarkably relevant,

The Department of the Treasury and Office of Management and Budget
annually produce a comprehansive, accrual-based financial statements for
the federal government, including a balance sheet, operations statements,
management discussion and analysis, and an independent Government
Accountability Office [GAC) audit.

Despite its impartance, the report receives little media attention and
remains largely absent from public discourse, Most Americans—and even
many CPAs—have never read it or heard it discussed,

Cooper believed the repon deserved more attention because it highlights
the need to understand the government's full finandial pasition, not just
annual cash deficits. This matters to Tennessee CPAs, as the report uses
accounting concepts familiar from corparate, nonprofit, and government
rEparting.

The 2025 Financial Repart, relesgsed March 19, 2026, offers CPas a
detailed porrait of the govermment's cperations, obligations, and long-term
fiscal condition,

& Constitutional Foundation

Faderal financial reporting traces its roole directly to the LS. Constitution.
Article |, Section 9, Clause 7 stating; ‘

“A regular Statement and Account of the Receipts and Expenditures of all
public Money shall be published from time to timea.”

This constitutional requirement was fulfilled through cash-based reperting,
disclosed money callected and speant, and rasulting surplus ar daficit.

As the federal government expanded, programs like Social Security,
Madicare, pensions, and veterans' benefits created long-term abligations
nat reflected in annual cash-based budgets. Policymakers and accountants
saw the need for more comprehensive reporting.
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The CFO Act and the Push fer Modern Financial Reporting
After decades of discussian, the Chief Financial Officers Act of
1990 passed, which modemized federal financial management
and established a framework for audited financial reporting
thraughout the federal governmeant The Act required tederal
agencies to prepare audited financial statements and elevated
the rale of financial management across major gavernmeant
agencies. it represented a significant move toward accrual-
based accounting at the federal lewvel

One individual closely associated with these reforms was
former Congressman Joseph 1. DioGuardi, the first practicing
—PA elected to the U5, House of Representatives. He
became a strong advocate for improved governmental
financial accountatlity and frequently argued that the federal
government should be held to reporting standards like

those expactied in the private sector. His efforts helped build
momentum for reforms that ultimately contributed to the CFO
Act and the develapment of audited, accrual-based fedearal
financial statements.

Today, federal accounting standards are established by the
Faderal Accaunting
Standards Advisory Board
(FASAR]), which the AICPL

recognizes as the body $£4 5000
responsible for setting $4.000.0
generally accepted -
accounting principles for & $3.500.0
federal entities. g $3.000.0
Two Different Measures § $2.500.0
of Financial Performance E $2,000.0
The Financial Repornt E £1.500.0
recanas less attention : $1.000.0
than the annual budget m

because it measures $500.0

performance differenthy.
Public discussion focuses
an the annual, cash-
hased budget deficit,
showing spending versus
receipts. The Financial
Report also presents Met Operating Cost—an accrual-based
"Bettam line” capturing full costs, including changas in lang-tarm
liabilities. For 2025, the budget deficit was about 1.8 trillion,
while Net Operating Cost was $2.1 trillion. In 2022, the deficit
was $1.4 trillion, but Net Operating Cost reached $4.2 trillion—a
200% increase. These differences reflect accrual accounting's
recagnition of obligations not yet paid, such as pensions and
veterans' benefits,

2021

Those differences arise because accrual accounting caplures
obligations and economic costs that may not yvet involve
immadiate cash payments, including pension liabilities, veterans'
benefits obligations, actuarial changes, and other long-term
commitments.

U.S. BUDGET DEFICIT & NET OPERATING COST

2022

. Budget Deficit

For CPAs, the distinction s familiar, but both perspectives matter.
Cash-based maasuras are important for understanding financing
needs and liquidity. Accrual-based measures provide a broader
view of financial performance and obBligations incurred during
the reporting period.

The Federal Government's Balance Sheet
The Financlal Report also includes a government-wide balance
sheet that rarely enters broader public discussion,
For fiscal year 2025, the federal government reported
approximatahy:
« Six trillion dollars in assets (exclusive of Stewardship and
Heritage assets),
= Forty-gight trillion dollars in liabilities (exclusive of long-term
commitments)
« Negative net position of approximataly $42 trillion,

In 2025, the government reported $6 trillion in assets and $48
trillian in liabilities, for a negative net poasition of $42 trillion,
Liabilities include Treasury debt and retirement obligations. The
report also projects an $88 trillion shortfall for Social Security
and Medicara
over 75 years,
highlighting
long-term fiscal
challenges

CHART 1

The report
repeatedly warns
that the federal
gm-'ﬂr"l"ne nt
ramains an an
"unsustainable
fiscal trajecton.”
Regardless

of palitical
perspective,

2023 2024 2025 these disclosures
FISCAL YEAR reprasant financial
Information
. Met Operating Cost ;
‘ preparad in
accardance

with established accounting principles and subject to audit
procaduras.

The Continuing Audit Challenge

The Financial Report is audited annually by the GAD, Since 1997,
the GAD has issued a disclaimer of opinion every year, meaning
it cannot express an opinion due to insufficient evidence.
Several causes Include material weaknesses in intemal contral,
uncartainties related to the achievement of projectad reductions
in Medicare growth, the government's inability to determine
properties held by the Department of Defense and to estimate
the value of loans receivable and loan guarantees, notably those
at the Small Business Administration. Many agencies receive
clean audit apinians individually; most issuas arise in the Dab,
SBA, and during consolidation, reflecting the complexity of
auditing such a large entity.



Why Tennessee CPAs Should Care

The Financial Report is not simply a federal accounting
exercise, its implications extend to businesses, governments,
nanprafits, healthcare organizaticns, financial institutions, and
taxpayers throwghout Tennessee. Federal fiscal conditions
influence interest rates, inflation, taxation, healthcare funding,
nfrastructure irmeastment, and broader aconomic growth.

Tennessea's aconamy—including healthcara in Mashville,
ogistlcs In Memphis, manufacturing acrass the state, and rapldly
growing technology sectors—is affected by federal fiscal policy
and leng-term economic conditions. CPAs advising businesses,

EXECUTIVE SLIMMARY TO THE Fy 2025 FINAMCIAL REPORT OF THE LL5. GOVERMMENT

NATION BY THE NUMBERS

A Snapshat of The Government’s Financial Position & Condition

Financial Measures [Dollars in Billions):

2035 2024*

Met Cost:

Gross Cosls B0M4  [FI50.2)

Less: Eamed Revenue 7522 6707

Gain'[Less] fram Changes in Assumplions [18.6) 2836
Total Net Cost $#7.3378) S5(7.3630
Less: Total Tax and Other Unearned Revenues 552446 $457719
Met Operating Cost [2093.2) (23852
Budget Deficit $N775.4) FL.BIEH)
Assets, comprised of:

Cash and Oiher Manetany Asseis 1187 T 11207

Inventory and Related Property, Met 5042 479.5

Loans Recefvable, Net 20025 17510

Praparty, Plant, and Equipmant, Mat 1,400.3 1,302 1

Crthier DEi0 7 9731
Total Assets 50654 3$I5ER3E
Lesa: Liabllities, comprised of:

Federal Debt and Interest Payabile {30,334 (28,338.9)

Federal Employee and Veteran Benefits Payable 54722 (150334

Other [1,8725 {1,960.8)
Total Liabilities §(47778.8) ${45,3330
Mat Position' ${,723.4) ${39,649.3)

Sustainability Measures (Dallars in Trilliomns):

Sacial Insurance Met Expenditures®
Total Federal Mon-Interest Met Expendiiures

$(RE.4)
S{roE)

$78.3)
72N

EIIETHII'IEIEIHH.}I' Measures as Percent LiF:

Social Insurance et Expenditunes” [ 5%) (d.2%)
Tatal Federal Nen-Interest Net Expenditures (3.9%) (3.6%
Fiscal Gap” 14.7%) [4.3%)

1 Tha govemments net position is calculated in accordance with fedaral accownting standards. Par these
slandards, net posfion does not indude the inancial walue of 1he government's Lowvereisg
requilate commerce, or 5l mangdary policy, oF tha walise of nonooarational resourcas, such as natonal

arvd mrabural resources, Tor which 1he governmeant is & stewand,

M pOveEr 10 Eax,

Many Tennessees CPAs work with municipalities, school systems,
hospitals, nonprofit organizations, and public-sector entities. The
concepts discussed in the Financial Report—=leng-term liabilities,
pension obligations, sustainakility disclosures, and accrual-
based reporting—closely parallel issues encountered in state
and local government accounting. The federal report provides a
large-scale azample of the importance of transparent long-tarm
financial reporting.

The Profession’s Role in Financial Literacy

CPRAs are uniguely positioned to explain complex financial
intarmation to the publc. In virtually every other context, audited
accruakbased financial statements are central fo
avaluating financial parfarmance and candition.
Investors, boards, lenders, regulators, and

rating agencies rely heavily on accrual-based
reparting.

The same principles apply at the federal lavel.
That does not mean CPAs must advocate for
particular policy outcomes, Reasonable people
may disagnee about taxation, entitlement reform,
spending priorities, or debt management, but
abjective financial reparing remains essential
regardless of political philosophy

Why the Report Remains “One of the Best
Kept Secrets”
Several factors may halp explain whny the
Financial Report remains relatively unknown;
dccrual accounting is inherantly mare
complex than cash-based budget reporting
Budget deficits are easier to summarize
in headlines, soundbites, and political
messaging
= Economists and policymakers traditionally
focus on deficits, debt issuance, and
macroeconomic trends rather than accrual-
based ac l;-::lul'l‘l||"llg MAsLUres
« The report itself is highly technical and
lengthy, and
= Possibly as Cooper noted, some of the
difference betweaen the budget deficit and
Met Operating Costs are not fun to go into
since they represent benefits to Federal
amployeess and Vaterans (approximataly
315 trillion in liabilities on the 2025 balance
shaeat),

2 Pursuart 1o federal acoouring standards, far SOS) reporting, tha fsderal govemment's social insuEmnog

pragrams inckide Social Securmy, Madicare Parts A, B. and D, DOLs Black Lung prosgraem

3 Ty presvent thie dest-te-GOP rats from nsing ower the neet 75 years, @ combination of non-inberest
spEnding reduclizns and receipl Increases that amsunt 1o 4.7 gercent of GDP on sserage is neaded 4.3
percart af GOP on aeerage in FY 2024), See Financial Statement Mote 24 far additianal information.

* Restated for prior period adjusiment due 1o correction of armor [see Fnancial Statemant Mate 1],

enders, investors, and governmental entities benefit from
understanding those broader financial pressures

wl iy ] rl - W "
i Mevertheless, complexity or lack of "fun™ should

not prevent braader awarenass. The federal
government’s audited financial statements are
publichy available, professionally prepared,

and highly relevant to discussions about fiscal
sustainability and long-term ecanemic planning,

Cooper's 201 observation still resonates today because
thea repart continues to exist largely outside mainstream
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public discussion despite containing information central to
understanding the nations financial condition.

The Profession’s Potential Role

The accounting profession has long promoted transparency,
comparability, and infermed decision-making. CPAs are trained
to analyza financial statements, evaluate liabilities, interprat
disclosures, and assess long-term sustainability, Those skills are
directly applicable to understanding the federal government’s
financlal reports.

Fhat does not mean CPAs must advocate particular political
solutions or fiscal policies. Reasonable people can disagree
abaut taxation, spending priorities, entitlement réfarm,
economic growth strategies, and debt management But
objective financial information remains essential regardless of
declogy. The Financial Report provides information that can
help inform those discussions,

The AICPA has supported effors to increase awareness of
federal financial reporting, including bipartisan legislation
such as the Fiscal State of the Nation Act, which would require
annual presentations to Congress regarding the government's
audited financial statements and long-term fiscal condition,

Looking Ahead

The Financial Regort of the United States Government may
never replace the federal budget as the primary focus of
political debate. Budget deticits and debt levels remain
mpaortant because they directly affect borrowing needs and
fiscal policy decisions, However, the Financial Report provides
an important complementary perspective by presenting the
government’s financial position and condition using accrual-
pased accounting principles familiar to the accounting
profession,

For Tennessee CPAs, the repon offers an opportunity to bring
professional experise into roader public conversations abouwt
transparency, accountability, and long-term fiscal sustainability.

Conclusion

The Financial Report of tha United States Governmeant
represents one of the most ambitiows financial reporting
efforts in the world, Rooted in constitutional principles and
strengthened through the Chief Financlal Officers Act of 1990,
the report attemplis to apply modern accrual-based accounting
concepts to the federal gavernment’s vast aperations and
obligations.

Jim Cooper noted, “that people are getting thelr favaorite
company's annual report, Yet, somehow, they don't even know
their favarite country's annual report exists” He followed with,
he “looks forward to the average Rotarian back home being
able to access and know about this report. And it’s true it is
available on the web, but nobody knows when they are reading
the Wall Street Journal every day that they are reporting

cash numbers only. 5o, they really don't know what is on the
national credit card.” His description of the report as “one of
the best kept secrets in Amearica”™ remains remarkably accurate
today, The report is not hidden. It is publicly available and
professionally prepared,

The larger question is whather more Americans—including
CPAs and other financial professionals—will begin paying
attention to it, and whether CPAs will be a voice In that
conversation,

About the Author

Michael Doarley, CPA, was & former public accounting auditor,
and a 35-yvear financial services executive serving in CFO, CAD,
COO and board positions. He founded usdebtforum.com, which
seeks to educate others on the financial position and condition
of the LIS, government and the LS, Mational Debt, He may be
contacted al mukedoorleytgmoli.com.
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