
www.manaraa.com

APRIL 2019 / THE CPA JOURNAL 9

Recently, The CPA Journal interviewed Joseph
DioGuardi, the first practicing CPA elected to
Congress, representing New York’s 20th

Congressional district from 1985 to 1989. DioGuardi is cur-
rently the president of Truth In Government
(https://www.truthingovernment.org). The following is select-
ed, edited excerpts from that interview, which will also be
featured online in our Voices of the Profession series
(https://www.cpajournal.com/category/videos-media/).  
The CPA Journal: During your service in Congress, you
were successful in enacting the Chief Financial Officers
Act of 1990. But the federal government itself still has no
single CFO. Do we need a CFO for the federal government? 
Joseph DioGuardi: I spent 22 years in the accounting
profession, at Arthur Andersen, long before the Enron
problem. We had a group of partners, myself among them,
who were concerned about the public sector, and one of
our major assignments was the Treasury Department
telling us to work with Lazard Frères on the bailout of
New York City. I would never have understood or begun
to understand how the federal government functioned in
terms of financial management and accountability without
that basic primer. We later presented the first consolidated
financial statements of the United States of America in a
booklet, Financial Management in the Public Sector.
One of the most important questions was, why do we
need an FASAB? We already had FASB, but they decided
the federal government was a special kind of entity and
we needed special accounting principles to accommodate
it. I said to myself, “This doesn’t make sense. We should
have the same principles that any publicly traded corpo-
ration has, the accrual basis of accounting.”
When I saw the first statement that came out from the
federal government, I looked for the liability for Social
Security, because I remember we put that on the books
of the federal government in that statement, and it was
about $5 trillion in 1980. It wasn’t there. When I went
before this group, I asked why it was not. Their response
was: “The law says that if we run out of funds, the Social
Security Trust Fund and the government is not obligated
to pay out anything.” But that’s not what Arthur Andersen
said. The firm said, “If you want to record a liability, legality
is one part, practice is another, and the fact of expectation
is another.” That’s the way accountants think, but that
wasn’t employed then and it’s not employed now.
So when you get the recent statement for the fiscal year
ended September 30, 2018, there is no liability on the
financial statements for Social Security, Medicare, Medicaid,
and $1 trillion worth of federal pensions for the military.
And there are many other things. If you look at these gov-
ernment sponsored enterprises—Fannie Mae, Freddie Mac,
the Pension Benefit Guarantee Corporation—some of them
aren’t referred to as government-sponsored enterprises,
but they are all treated the same in that they’re not on the
accrual basis and most of them are under water.
Accountants should wake up. If I add up the budget
deficits, why don’t I get to the amount of the national debt
of the United States of America? That difference is pretty
much off the books, and that’s why we need the accrual
basis of accounting.

We have on the books right now a law that would require
accrual basis, but it’s not being enforced. Many people
in Congress, especially those appropriators, know that if
we had to account for things the right way, and if we had
to put on the books all of these liabilities for these com-
mitments, then they would not be able to get the money
they need to look good politically. 
The problem is that the federal government is not employ-
ing tried and true principles developed by the accounting
profession. The right accounting system is used by the
SEC; you cannot get an audit of a publicly traded company
passed unless you have outside auditors and you have
a clean opinion, but they refuse to do that for the federal
government. If we need that to protect shareholders and
investors, why not taxpayers and citizens? 
We need to energize accountants around America. They
are informed citizens and they would understand what I
am saying. 
CPAJ: We’ve had a couple of CPAs elected to Congress
recently. What advice would you give to them? 
DioGuardi: The first thing they should do is look at the
orginal CFO Act, and then the one that passed. Three
things were removed: one, have a CFO that was com-
pletely independent. The model I used was the Comptroller
General, with a 15-year term not coterminous with a pres-
idential election. But they took out the fact that the CFO
should be independent. 
Number two, you need CFOs for every agency and depart-
ment. These are people who are not only good with num-
bers, but they use those numbers for strategic planning
for their organizations, and they think ahead to what the
problems could be. Many of them are CPAs; some are
not. Every CFO has to be professionally qualified, either
an experienced management accountant or a CPA or both.
But in practice, the CFOs became political appointees. 
Third, why did they take out accrual accounting that was
in the CFO Act? We need it, and I made the case why
we needed it. It’s still not there.
CPAJ: Where is the resistance coming from?
DioGuardi: It’s because the government is loaded with
liabilities. It has very few assets that you can reduce to
money. You have heritage assets; try to sell the monu-
ments or sell government buildings. Sure, we have assets,
but we have probably $100 trillion worth of liabilities—
including the statutory debt this year going to $22 trillion,
which is what allows them to sell those bonds every
year—plus another, at least $50 to $70 trillion for Social
Security, Medicare, and Medicaid. 
The Pension Benefit Guarantee Corporation is underwater.
Every year if someone goes bankrupt, they then load
themselves as an additional liability because they’ve been
paying insurance premiums to be in this, but they never
pay enough. In effect, there’s an implied bailout by the
federal government.
We’ve got to look at how we restructure the people who
have to deal with financial management, accounting,
fiscal responsibility, and all the major elements of what
makes a sound financial entity. Right now, we can’t
even get an audit of the Department of Defense. And
in my version of the CFO Act, I said that we need inde-

pendent accountants to audit. I think
the internal audit is good; let the GAO
do that. Let outside auditors come in,
pay them what they’re worth, and let’s get
a real good audit of this huge entity called the United
States of America.
CPAJ: Institutionally, you’re saying the GAO is not enough? 
DioGuardi: Right. People are so distrustful of government
today. The public is fed up because of what they’re seeing:
Tax reductions when we need money to balance the bud-
get. Even with the GAO, an esteemed organization, the
perception would be that this is the government auditing
the government. I knew that 25 years ago, and I thought
it would have changed. It’s still not changing.
CPAJ: The “P” in CPA stands for public, and with it
comes a responsibility—perhaps unique among profes-
sions—not only to the client, but to the public interest.
What responsibility should CPAs feel towards ensuring
that the public is governed by a fiscally responsible, sus-
tainable government?
DioGuardi: I think citizens, especially those that have
an accounting background, have to be more involved. 
We need to get some of these successful CPAs to under-
stand that they have a fiduciary role to play here,
because CPAs are people that are trusted, and they do
have the public interest at heart because it’s their audits
that are giving the imprimatur on the financial stability
of a publicly traded corporation. 
CPAJ: For those CPAs who do pursue public service, what
are the unique qualities that they bring?
DioGuardi: What they bring are the qualities that made
them successful in the public accounting profession,
especially if they’re partners, because they had to
engage with a lot of different people and they’re always
looking to do what’s right and to gain the trust of others.
Many of them give speeches to nonprofit organizations.
I decided that because I was an expert in not only the
accounting rules for  the private sector, but also for the
nonprofit and public sectors as well, I would be valuable
on the boards of nonprofits.
I think this could be a good time to emphasize that
CPAs are not just here to make things add up and do
audits, but they have a responsibility for the public inter-
est because of their knowledge, their esteem, and their
codes of ethics.
This is something that’s already built into being a CPA.
CPAs are expected to be fiduciaries, not just for the
accounting profession, but also for the public. The way
that’s repaid is for you to see yourself as someone the
public trusts and to repay that trust by doing something
that protects the people that they’re responsible for. That’s
the way I see a fiduciary.
If you add up the memberships of the AICPA, all the
state societies, the AAA [American Accounting
Association], the AGA [Association of Government
Accountants], the IMA [Institute of Management
Accountants], you’re talking about a lot of educated,
well trained people; they are the ones that have to
take the lead on this. And I’ll be here to give them
as much help as possible.                           q
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