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As of the End of FY 03
Debt held by the public—$3 9T
Trust fund debt—$2.9T
Gross debt—$6 8T
Gross debt per person—about $24,000

If we add everything on the previous slide that is not
included in gross debt, the burden per person rises to
well over $100,000. Alternatively, it amounts to a tofal
unfunded burden of about $30 trillion in current dollars,
which is about 12 times the currentannual federal
budget or more than 2 1z times the currentannual GDP.
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Current Fiscal Policy Is Unsustainable

+ The “Status Quo” is Not an Option

(e P

bene

- Faster Economic Growth Can Help, but It Cannot Selve the Problem
ing th rent | m [ im

required

+ The Sooner We Get Started, the Better
N ul [
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We Need a 3-Pronged Approach

* Hestructure existing entitlement programs

* Heexamine the base of discretionary and
other spending

* Review and revise our tax policy and
enforcement programs
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GAO Criteria for Evaluating
Social Security Reform Proposals

Reform proposals should be evaluated as packages
that strike a balance among individual reform elements

and important interactive effects.

Comprehensive proposals can be evaluated against
three basic criteria:

¢ Financing sustainable solvency
+ Balancingadequacy and equity in the benefits structure

¢ Implementing and administering reforms
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The Way Forward

Reexamine the base—question existing programs,
policies and activities

Implement new accounting and reporting approaches and
new budget control mechanisms for considering the
impact of spending and tax policies and decisions over
the long term

Develop new metrics for measuting the impact of policies
and decisions over the long term (e.g., key national
indicators to measure our Natien's positioniand progress
over time and in relation to other countries)
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lHlustrative Re-examination Questions

Is the program, policy, function or activity a direct result of
specific legislation?

Is the current mission fully consistent with the initial or
updated statutory mission (e.g., no significant mission
creep or morphing)?

Does it relate to an issue of nationwide. interest? If 5o, is a
federal role warranted based on the likely failure of private
maikets or state and local governments to address the
underlying preblem or concern? Does it encourage or
discourage these other sectorsfrom investing their own
resources to address the problem?

Have there been significant changes in the ¢ountry or the
world that relate to the reason for initiating it?
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lHlustrative Re-examination Questions

If the answer to the last question is yes, would we enact it the same
way if we were starting over today? Has it been subject to a
comprehensive review, reassessment and re-prioritization by a
qualified and independent entity? I so, when? Have there been
signiticant changes since then? If 50, is another review called for?

1

How does it measure success? Are the measures reasonable and
consistent with the applicable statutory purpase? Are the measures
outcome-based, and are all applicable costs being considered? If not,
what is being done to do s0?

If there are outcme-based measures, how successiul is it based on
these measures?

Is it well targeted to those with the greatest needs and the least
capacity to meet those needs?
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lllustrative Re-examination Questions

Is it affordable and financially sustainable over the longer term, given
known cost trends and future fiscal imbalances?

Is it using the most cost effective approaches when compared to other
tools and program designs?

If it fares well after considering all of these questions, is the responsible
entity employing prevailing best practices to discharging its
responsibilities and achieving its mission {e.g., strategic planning,

ganizational alignment, human capital strategy, financial
management, techndogy management, acquisitiol ourcing strategy,
change management, knowledge management, client/customer
service)?

What would be the likely consequences of eliminating the program,
policy, function or activity? What would be the likely implications if its
tatal funding was cut by 25

- - Press Center Copyright & Terms of Use FOIA Requests
m U.S. Government Accountability Office PYIGH & d
Contact Us Privacy Policy Scam Alerts

Inspector General Accessibility No FEAR Act Data
Restricted Reports Sitemap

https://www.gao.gov/cg/2004/internalauditors/img15.html[11/20/2019 10:29:11 AM]


https://www.gao.gov/about/press-center/
https://www.gao.gov/copyright/
https://www.gao.gov/foia-requests/
https://www.gao.gov/about/contact-us/
https://www.gao.gov/privacy-policy/
https://www.gao.gov/scam-alerts/
https://www.gao.gov/ig/
https://www.gao.gov/accessibility/
https://www.gao.gov/no-fear-act-data/
https://www.gao.gov/reports-testimonies/restricted/
https://www.gao.gov/sitemap/
http://www.gao.gov/reports-testimonies/
http://www.gao.gov/legal/
http://www.gao.gov/legal/
http://www.gao.gov/key_issues/overview
http://www.gao.gov/about/
http://www.gao.gov/multimedia/video
https://www.gao.gov/cg/2004/internalauditors/index.html
https://www.gao.gov/cg/2004/internalauditors/text15.html
http://www.facebook.com/usgao
http://www.facebook.com/usgao
http://twitter.com/usgao
http://twitter.com/usgao
http://www.linkedin.com/company/us-government
http://www.linkedin.com/company/us-government
http://www.youtube.com/usgao
http://www.youtube.com/usgao
http://www.flickr.com/photos/usgao
http://www.flickr.com/photos/usgao
https://www.gao.gov/feeds.html
https://www.gao.gov/feeds.html
http://blog.gao.gov/
http://blog.gao.gov/
https://www.gao.gov/podcast/watchdog.html
https://www.gao.gov/podcast/watchdog.html
https://www.gao.gov/widgets_reports_and_legal.html
https://www.gao.gov/widgets_reports_and_legal.html
https://www.gao.gov/subscribe/index.php
https://www.gao.gov/subscribe/index.php
http://www.gao.gov/index.html
https://www.gao.gov/search?advanced=1

U.S. GAO - Long-term Fiscal Challenges Demand New Metrics, Mechanisms, & Processes

carc
U.S. Government Accountability Office Advanced Search

Bid Protests &
Appropriations Law

Reports & Testimonies Key Issues About GAO Multimedia

Long-term Fiscal Challenges Demand New Metrics, Mechanisms, & Processes

YOV WDY

Long-term Fiscal Challenges
Demand New Metrics, Mechanisms, &
Processes

Accounting and reporting policies for trust funds, Social
Security, Medicare, Veterans benefits, among other
things, need to be reviewed and revised.

The current budget time horizon [2-year, 5-year, 10-year]
does not capture many long-term costs—e.g. Social
Security, Medicare, pension insurance—and other major
tax and spending provisions

Cash and obligations-based budgeting is misleading for
insufance andsome benefit programs

Budget controls have expired—and we need to go beyond
*holding the line” to “changing the base” in'spending and
tax policies
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Improved Metrics, Measures &
Processes: Some Ideas

Frovide information on long-term costs of major spending
and tax proposals before they are voted on, including
showing long-term costs even for proposals that sunset

Establish an OMB annual report on fiscal exposures,
including appropriate measures and how to address them

Consider fiscal targets, triggers, and points of order with
focus on limiting growth of long-term commitments

Move to accrual budgeting for employee peénsion, retiree
health; disclose “risk assumed” [missing premium] for
insurance

Reinstitute budget controls (caps & PAYGOY)
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+ Definition of success in financial management
Clean opinion on financial statements
No major control weakn ;
o major campliance issues
Systems that produce timely, accurate, and useful
financial and management information
s Scope of audit
+ Internal controls {current)
+ Compliance matters {(current)
+ Perform@ance and projection information (future)

* Additional issues
+ FASAB restructuring
+ Accelerated financial reparting
+ Auditfinancial management committees
« Auditor independence
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Transformation Challenges
To Improve Corporate Governance
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Key Concepts in the Accountability Profession

Public vs. personal interests

Recognizing the difference between the floor (e.g., Law,
Aclcour)'nﬁng Standards) and the ceiling {e.g., principles,
values

Doing what is right vs. what is acceptable
Economic substance vs. legal form

Being concerned with both fact and appearance (e.g.,
independence)

Using judgment vs. completing checklists

Recognizing that continuing improvementintoday's rapidly
changing world is essential

Trustis hard to earn, but easy to lose
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Independence: The Yellow Book

The focus of the changes to the auditor
independence standard is to better serve
the public interest and to maintain a high
degree of integrity, objestivity, and
independence for audits of gavernment
entities.
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Yellow Book Independence Standards

* Key Principles

+ Auditors should not perform management
functions or make management decisions

+ Auditors should not audit their own worlc or provide
non-audit services if such services are material to
the subject matter of the audit

+ Safeguards
+ Personngl
~ Audit scope
Documentation
Quality assurance
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