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GAO’s Annual Report to Congress

• Beginning in 2017, GAO annually issues a report to Congress 

describing the fiscal condition of the U.S. government at the 

end of the latest fiscal year.

• The report draws on the Fiscal Year 2018 Financial Report of 

the United States Government (2018 Financial Report) and 

GAO’s audit of the government’s consolidated financial 

statements.

• The latest GAO report was released on 10 April 2019 and can 

be accessed at https://www.gao.gov/products/GAO-19-314SP.
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GAO’s Annual Report to Congress

• A broad plan is needed to put the federal government on a 
sustainable long-term fiscal path and ensure that the United States 
remains in a strong economic position to meet its security and 
social needs, as well as to preserve flexibility to address unforeseen 
events.

• Four broad sections:

1. Significant changes to the U.S. government’s fiscal condition in 
fiscal year 2018

2. Long-term fiscal projections show the federal government is on 
an unsustainable fiscal path

3. Fiscal risks place additional pressure on the federal budget

4. Opportunities to contribute toward fiscal health
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Significant Changes in the U.S. government’s fiscal 

condition in fiscal year 2018

• In fiscal year 2018, the reported U.S. federal budget deficit 

increased for the third consecutive year to $779 billion. The 

fiscal year 2018 budget deficit was up from $666 billion for 

fiscal year 2017 and $587 billion for fiscal year 2016.

• Receipts increased by $14 billion, or 0.4%. This was due 
to, among other things, increases in net individual income 
tax receipts, excise taxes, and social insurance and 
retirement receipts.

• Spending increased by $127 billion, or 3.2%. This was due 
to, among other things, increases in defense, interest on 
debt held by the public, and Social Security.
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Significant Changes in the U.S. government’s fiscal 

condition in fiscal year 2018 (cont.)

• In fiscal year 2018, Congress and the President enacted 

legislation that contributed to the growing debt and deficit.

• Legislation enacted between June 2017 through January 
2019 projected to increase the deficit by approximately 
$1.9 trillion over the next 10 years.

• These increases were primarily due to the Tax Cuts and 
Jobs Act, the Bipartisan Budget Act of 2018, and the 
Consolidated Appropriations Act, 2018.
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Significant Changes in the U.S. government’s fiscal 

condition in fiscal year 2018 (cont.)

• The total federal debt rose to $21.6 trillion during fiscal year 

2018, an increase of about $1.2 trillion from fiscal year 2017.

• Total federal debt consists of debt held by the public ($15.8 
trillion) and debt held by government accounts ($5.8 
trillion). 

• As a share of gross domestic product (GDP), debt held by 
the public increased from 76 percent at the end of fiscal 
year 2017 to 78 percent at the end of fiscal year 2018.
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Long-Term Fiscal Projections

• U.S. generally accepted accounting principles issued by the 

Federal Accounting Standards Advisory Board require that the 

Financial Report include reporting on the long-term 

sustainability of the federal government’s fiscal policies and its 

major social insurance programs (e.g., Social Security and 

Medicare).

• The Congressional Budget Office (CBO) and GAO also 

prepare long-term federal fiscal simulations which continue to 

show debt held by the public rising as a share of GDP over the 

long term.
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Long-Term Fiscal Projections (cont)

Statements of Long-Term Fiscal Projections

Present Value of 75-Year Year Projections as of September 30, 

2018 and 2017 (abbreviated from the 2018 Financial Report)
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In Trillions of Dollars Percent of GDP

2018 2017 Change 2018 2017 Change

Receipts 262.0 268.4 (6.4) 18.6 19.9 (1.3)

Non-Interest Spending 308.2 284.6 (23.6) 21.9 21.1 0.8

Receipts less Non-Interest Spending (46.2) (16.2) (30.0) (3.3) (1.2) (2.1)

Fiscal Gap (4.1) (2.0) (2.1)



Long-Term Fiscal Projections (cont)

• The changes from the prior year resulted primarily from 

• lower projected corporate receipts and lower projected 
individual income tax receipts resulting from the Tax Cuts 
and Jobs Act, and 

• a change in assumptions relating to discretionary spending 
caps.
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Long-Term Fiscal Projections (cont)

For most of U.S. history, the debt-to-GDP ratio tended to increase during wartime 

and decline during peacetime. Historically, recessions have contributed to 

increases in this ratio, but the ratio has declined with economic recovery.

Federal debt held by the public:

Page 10



Long-Term Fiscal Projections (cont)

• Debt held by the public as a share of GDP 

• peaked at 106 percent just after World War II (in 1946) but then 
fell rapidly. 

• grew rapidly as a share of GDP from the mid-1970s until the 
early 1990s. 

• declined to 31 percent in 2001 from strong economic growth and 
a number of fiscal decisions.

• was 39 percent of GDP in September 2008.

• grew to 74 percent by the end of 2014 from the extraordinary 
demands of the last economic crisis combined with slower 
economic growth in the wake of the crisis. 

• had climbed to 78 percent by the end of fiscal year 2018.

• By comparison, debt has averaged 46 percent of GDP since 1946.
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Long-Term Fiscal Projections (cont)

• Over the long term, the imbalance between spending and 
revenue that is built into current law and policy is projected to 
lead to continued growth of the deficit and debt held by the 
public as a share of GDP. 

• This situation—in which debt grows faster than GDP—means 
the current federal fiscal path is unsustainable.

• While the 2018 Financial Report, CBO, and GAO each use 
somewhat different assumptions in their long-term fiscal 
projections, their overall conclusions are the same.

• Absent policy changes, the federal government’s fiscal 
path is unsustainable and the debt-to-GDP ratio will 
surpass its historical high of 106 percent within 13 to 20 
years.
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Debt Held by the Public under Projections from 2018 Financial Report, CBO, GAO



Long-Term Fiscal Projections (cont)
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a CBO did not report defense spending projections separately from total discretionary spending in its 

long-term projections after 2029.



Long-Term Fiscal Projections (cont)

Drivers of long-term federal spending:
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Long-Term Fiscal Projections (cont)

• Both the current fiscal condition and the long-term projections 

of fiscal sustainability are driven by the economy and by laws 

enacted by Congress and the President.

• All projections involve some degree of uncertainty.

• Changes in projected health care costs, interest rates, 

spending levels, revenues, or economic growth would likely 

affect the debt-to-GDP ratio.  

• A recession or other economic crisis would likely increase the 

debt-to-GDP ratio beyond its projected levels because of a 

decline in GDP growth.
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Long-Term Fiscal Projections (cont)

• Large and growing amounts of federal debt held by the public 

over the coming decades would have negative long-term 

consequences for the economy, and would constrain future 

budget policy. In particular, the projected amounts of debt 

would:

• reduce national saving and income in the long term;

• increase the government’s interest costs, putting more 
pressure on the rest of the budget;

• limit lawmakers’ ability to respond to unforeseen events; 
and

• increase the likelihood of a financial crisis.
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Fiscal Risks

• The federal government faces certain fiscal risks that are not 

fully accounted for in the budget and could affect the 

government’s future fiscal condition. 

• Fiscal risks or fiscal exposures are responsibilities, programs, 

and activities that may legally commit the federal government 

to future spending, or create expectations for future spending 

based on current policy, past practices, or other factors.

• A more complete understanding of fiscal risks can help 

policymakers anticipate changes in future spending and can 

enhance oversight of federal resources.
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Fiscal Risks (cont)

• Examples of fiscal risks facing the U.S. government include:

• Pension Benefit Guaranty Corporation (PBGC) 

• PBGC’s liabilities exceeded its assets by about $51 billion as of 
the end of fiscal year 2018 and exposure to potential additional 
future losses for underfunded plans estimated as nearly $185 
billion.

• Federal support of the housing finance market

• At the end of fiscal year 2018, the federal government reported 
about $113 billion of investments in government-sponsored 
enterprises, which is net of about $91 billion in valuation losses.

• The Government National Mortgage Association (Ginnie Mae) 
guarantees the performance of almost $2 trillion in securities 
backed by federally insured mortgages.
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Fiscal Risks (cont)

• Examples of fiscal risks facing the U.S. government include:

• United States Postal Service (USPS)

• USPS cannot fund its current level of services and financial 
obligations from its revenues. USPS’s net loss of $3.9 billion in 
fiscal year 2018 marked its 11th consecutive year of net losses 
totaling $69 billion.

• Government Insurance Programs

• Some programs, such as National Flood Insurance Program, 
have not collected sufficient premiums or do not have sufficient 
dedicated resources to cover expected costs without borrowing 
from the Treasury.
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Fiscal Risks (cont)

• Examples of fiscal risks facing the U.S. government include:

• Rising number of natural disasters and increasing reliance 
on federal assistance.

• As of December 2018, total federal funding for disaster 
assistance since 2005 was about $430 billion.

• Disaster costs are projected to increase as extreme weather 
events become more frequent and intense because of climate 
change risks.

• U.S. surface transportation system

• Estimated to cost hundreds of billions of dollars to repair 
and upgrade to meet current and future demands.

• Traditional funding sources are eroding and the federal 
government lacks a long-term sustainable strategy for 
funding surface transportation.
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Opportunities to Contribute toward Fiscal 

Health

• Reduce improper payments

• Payments that should not have been made or that 
were made in an incorrect amount.

• Estimates totaled about $151 billion in fiscal year 2018

• About $85 billion in the health insurance programs 
(Medicare and Medicaid)

• Cumulative estimates totaled about $1.5 trillion since 
2003
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Opportunities to Contribute toward Fiscal 

Health (cont)

• Address the tax gap
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Opportunities to Contribute toward Fiscal 

Health (cont)

• Continue to Address Duplication, Overlap, and Fragmentation

• In GAO’s eight annual reports from 2011 through 2018, we 
presented about 300 areas and about 800 actions for 
executive branch agencies or Congress to reduce, 
eliminate, or better manage fragmentation, overlap, or 
duplication; achieve cost savings; or enhance revenue.

• Actions taken so far by Congress and the executive branch 
have resulted in achieved and projected financial benefits 
of roughly $178 billion since fiscal year 2010.

• As of October 2018, about 51 percent of the actions were 
fully addressed and about 24 percent were partially 
addressed.
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Opportunities to Contribute toward Fiscal 

Health (cont)

• Improve information on programs and fiscal operations to aid 

fiscal decision making

• Eliminate material weaknesses in internal control over 
financial reporting to improve the reliability of financial 
information

• Increase attention to tax expenditures

• Provisions of the tax code that reduce taxpayers’ tax 
liability and therefore the amount of tax revenue paid to 
the government.

• Estimated to collectively reduce tax revenue by over $1 
trillion in fiscal year 2018.

• Not regularly reviewed and their outcomes are not 
measured as closely as spending programs’ outcomes.
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Communicating the Message

• Video for the 2016 report

• America’s Money Matters – Understanding the Nation’s Long-Term 
Fiscal Health, https://www.gao.gov/multimedia/video#video_id=682138

• Podcasts for the 2017 and 2018 reports

• PODCAST: America’s Fiscal Health
https://dts.podtrac.com/redirect.mp3/www.gao.gov/download_asset?path
=/assets/700/692630.mp3&title=America%26%23039%3Bs+Fiscal+Healt
h&type=podcast&layout=none
• PODCAST: America's Fiscal Health Update 
https://dts.podtrac.com/redirect.mp3/www.gao.gov/download_asset?path
=/assets/700/698374.mp3&title=America%26%23039%3Bs+Fiscal+Healt
h+Update&type=podcast&layout=none

• Blog - The Nation’s Fiscal Health: A Warning about the Government’s 
Finances

https://blog.gao.gov/2019/04/10/the-nations-fiscal-health-a-warning-
about-the-governments-finances/
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