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REMARKS BY PHILIP B. CHENOK

AICPA/GAO COLLOQUIUM 
Cherry Hill, New Jersey 
__ November 5, 1980

- Good morning

- Welcome and thanks for participating

- Attendance demonstrates interest and concern for audits 
of Federally assisted programs -- concern we share as 
professionals and as citizens

- Review of background papers indicates seriousness of 
MATTERS TO BE DISCUSSED

- Congratulate co-chairmen, Ed Haller and Don Scantlebury
• Arranging for program
• Spearheading background papers
• Getting everyone together

- Objectives of colloquium
• Communication -- perspectives differ -- need to 

UNDERSTAND CONCERNS OF EACH GROUP

• Mutual understanding that problems may be created by 
UNREALISTIC EXPECTATIONS

• Solutions — meaningful and practical suggestions 
FOR IMPROVEMENTS CAN ONLY COME FROM AGREED ON 

DEFINITION OF THE PROBLEM AND LOGICAL AND RATIONAL 

ANALYSIS OF THE ISSUES
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- Assure group that AICPA is committed to taking all 
NECESSARY AND APPROPRIATE STEPS TO IMPROVE QUALITY 

OF WORK PERFORMED BY MEMBERS AND TO DISCIPLINE THOSE 

WHO VIOLATE ETHICAL STANDARDS

- Very important to develop recommendations and suggestions 
FOR THE FUTURE; SHOULD AVOID CONCENTRATING ON PAST 

MISTAKES

The extent of substandard performance is not known precisely. 
Poor audits receive unfavorable publicity, but the thousands 
OF GOOD AUDITS PERFORMED ANNUALLY RECEIVE NO ATTENTION. THIS 

IS HOW IT SHOULD BE BECAUSE THE CLIENT EXPECTS, PAYS FOR, AND 

SHOULD GET A QUALITY AUDIT. I AM SURE WE WILL HEAR A NUMBER 

OF EXAMPLES OF SUBSTANDARD WORK DURING THIS MEETING. I HOPE 

THAT THEY ARE THE EXCEPTIONS AND NOT THE NORM. SINCE HUMAN 

FAILURE IS THE ULTIMATE CAUSE OF POOR PERFORMANCE WITHIN A 

PROFESSION, WE CANNOT ELIMINATE THE PROBLEM COMPLETELY; BUT 

WE CAN CONSTANTLY STRIVE TO REDUCE THE NUMBER OF CASES.

- Events leading up to colloquium
• In 1973, in response to a GAO study that cited 

EXAMPLES OF SUBSTANDARD WORK, THE AICPA INSTITUTED 
AN ETHICS ENFORCEMENT PROGRAM WHEREBY FEDERAL 

AGENCIES RECEIVING ALLEGED SUBSTANDARD WORK
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FROM CPAs WOULD SUBMIT THE REPORTS TO THE AICPA'S 
Ethics Division for appropriate action. For 
VARIOUS REASONS, OVER A SIX-YEAR PERIOD THE 

AICPA RECEIVED ONLY 22 CASES INVOLVING MEMBERS 
OVER WHICH THE ETHICS DIVISION HAD JURISDICTION,

• In 1979, the GAO did another review of three 
Federal agencies and found other examples of 
SUBSTANDARD WORK. WALLY OLSON, THEN PRESIDENT 

OF THE AICPA, MET WITH ELMER STAATS AND MEMBERS 

OF HIS STAFF AS WELL AS REPRESENTATIVES OF THE 

ACCOUNTING PROFESSION, TO DISCUSS THE UNDESIRABLE 

situation. Mr. Olson recommended that the AICPA 
EMBARK ON AN ACTIVE ETHICS ENFORCEMENT PROGRAM TO 

IDENTIFY AND DISCIPLINE CPAs WHO WERE NOT ADHERING 

TO THEIR PROFESSIONAL RESPONSIBILITIES.

• On November 1, 1979, at the suggestion of Elmer 
Staats, the Chairman of the AICPA Ethics Division, 
Ed Lamb, and other members of the AICPA, met with 
ALL OF THE INSPECTORS GENERAL OR THEIR REPRESEN­

TATIVES, AS WELL AS THE GAO AND 0MB TO PRESENT 
THE AICPA'S PROGRAM AND TO SOLICIT THEIR PARTICIPATION 
AND SUPPORT. The program was unanimously accepted 
AND APPLAUDED. Ed LAMB WILL REPORT TO YOU IN 
GREATER DETAIL ON THE CURRENT STATUS OF THIS PROGRAM.



- These efforts are all directed to ferreting out instances 
OF SUBSTANDARD WORK AND DISCIPLINING THOSE WHO FAIL TO 

ACHIEVE STANDARDS.

• Effort is necessary
• Decision to hold colloquium demonstrates that

PUNISHMENT ISN'T THE ONLY ANSWER

• Must try to identify root causes and then develop
SOLUTIONS

- Improving the quality of performance means more than 
MAINTAINING AN EFFECTIVE DISCIPLINARY SYSTEM TO IMPOSE 

PENALTIES AGAINST THOSE WHO DEPART FROM ESTABLISHED 

STANDARDS.

One characteristic of a profession is that it seeks to
IMPROVE THE QUALITY OF PRACTICE. THIS MEANS:

• Establishing high standards of skill and competence 
BOTH FOR ENTERING THE PROFESSION AND FOR CONTINUING 

THE RIGHT TO PRACTICE.

• Developing and promulgating technical and ethical 
STANDARDS THAT SERVE BOTH AS PERFORMANCE GOALS 

AND AS MEANS OF MEASURING DEPARTURES.

• Designing and implementing quality control policies 
AND PROCEDURES TO MONITOR AND ENCOURAGE COMPLIANCE 

WITH THE TECHNICAL AND ETHICAL STANDARDS.
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In recent years we have devoted considerable effort to self­
regulation BY SETTING MORE RIGOROUS TECHNICAL AND ETHICAL 

STANDARDS AND DESIGNING AND IMPLEMENTING BETTER MEASURES TO 

CONTROL QUALITY. FOR EXAMPLE, WE HAVE FORMED A DIVISION 

for CPA Firms that requires among other things that all 
MEMBER FIRMS HAVE A PEER REVIEW ONCE EVERY THREE YEARS. 

Through the Division for CPA Firms, the profession now has 
JURISDICTION OVER FIRMS, WHEREAS PREVIOUSLY IT COULD ONLY 

DISCIPLINE INDIVIDUALS. In ADDITION, THE INSTITUTE'S AUDITING 
Standards Division has formed an Auditing Standards Advisory 
Council to provide the Auditing Standards Board with the 
PERSPECTIVE OF PEOPLE OUTSIDE THE PUBLIC ACCOUNTING PROFESSION. 

More specifically, the CPE Division is developing a number 
OF PROGRAMS RELATING TO AUDITING FOR GOVERNMENT ENTITIES. 

On Friday, Ed Lamb and Jim Leisenring will tell you more 
ABOUT what's GOING ON WITHIN BOTH THE ETHICS DIVISION AND 
Auditing Standards Division. These efforts have been 
IMPRESSIVE AND HAVE DEMONSTRATED OUR SINCERE CONCERN TO 

DO A GOOD JOB. BUT MUCH REMAINS TO BE DONE IF WE ARE TO 

REACH ALL PRACTITIONERS AND ASSURE THAT WE ARE ALL PLAYING 

BY THE SAME RULES.

In closing, I'd like to thank you on behalf of the accounting 
PROFESSION FOR PARTICIPATING IN THE EFFORT. I ASK YOU TO LOOK 

AT EACH ISSUE OBJECTIVELY AND FAIRLY; TO DEVELOP MEANINGFUL
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AND PRACTICAL SUGGESTIONS; AND TO JOIN TOGETHER TO IMPROVE 

THE PROCESS. COLLECTIVELY, WE CAN DO IT!

Thank you.

******
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