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Preface 

After a multitude of high profile business failures and accounting restatements (Enron, WorldCom, and Qwest, to 



name a few) in 2001 and early 2002, Congress responded to the eroding investor confidence in audited financial 

statements by passing the Sarbanes-Oxley Act of 2002 (SOX). This law has required auditors to increase their audit 

work on internal controls systems and has forced audit firms to revamp their audit processes for publicly traded 

companies. The changes have been far-reaching and dramatic for both audit firms and their clients. 

In the face of these sweeping regulatory changes, as well as other changes in the profession, auditing education 

needs to rise to the challenge of preparing audit professionals. Auditing after Sarbanes-Oxley presents instructors 

with 35 cases focusing on specific audit issues that were directly impacted by Sarbanes-Oxley, using the actual 

companies—Enron, WorldCom, Qwest—that have become synonymous with the capital markets’ crisis in 

confidence. Importantly, the cases provide in-depth, up-to-date coverage of the post-Sarbanes technical audit 

guidance issued by the PCAOB. 

Our approach to this book emphasizes the substantial benefits of using real life case examples in helping to 

impart knowledge related to the practice of auditing. In the education psychology literature, this type of approach has 

long been acknowledged as a superior manner in which to impart knowledge. In addition, there is evidence from 

other disciplines that the use of cases as a mechanism to impart a range of critical auditing skills, including technical 

skills, interpersonal relations, and ethical analysis, will be quite effective. So, by presenting the concepts of auditing 

using actual corporate contexts, we seek to provide readers with a real-life appreciation of these issues and clearly 

demonstrate the value of the Sarbanes-Oxley Act of 2002 and other changes that have been mandated by the 

PCAOB. 

We set out to design a casebook that could be easily adopted by instructors in their classes. The cases run only 

three to five pages in length, which dramatically reduces the time necessary for students to grasp key learning 

objectives. In addition, each case focuses on a specific topic to help ensure student mastery of that topic. Our 

approach can be contrasted with many traditional audit cases that range from 10 to 20 pages in length and introduce 

multiple learning objectives concurrently. 

In addition, our book has been designed to reflect an organization that closely mirrors the leading auditing and 

assurance textbooks. We have grouped our cases into the following categories: Ethics and Professional 

Responsibility; Understanding the Client’s Business and Industry; Internal Control Systems; and Audits of Accounts, 

Processes, and Assertions. In looking over the table of contents for this book, you will note that each category has 

multiple cases that can be used in the classroom. This was done for two reasons. First, it allows instructors the 



opportunity to illustrate the critically important auditing concepts with multiple real-life contexts, if they so choose. 

And second, it affords instructors with an opportunity to assign the cases on a rotating basis, if they so choose. 

Consider that with 35 different cases, instructors can assign 8 to 9 different cases for each of four different semesters. 

This will reduce the possibility of case solutions circulating around campus. Also, we have provided complete 

company cases to give instructors the option of presenting longer cases that focus on several issues related to a 

particular company. 

Finally, and perhaps most important, each of our cases will contribute to students’ understanding of the changes 

brought about by the Sarbanes-Oxley Act of 2002, a significant objective in any current undergraduate or graduate 

auditing course. For example, in its Auditing Standard No. 2, “An Audit of Internal Control over Financial Reporting 

Performed in Conjunction with an Audit of Financial Statements,” the PCAOB has made clear that evaluating and 

documenting the relationship between the internal control activities and the financial statement assertions (PCAOB 

2004, Paragraph #84) is instrumental in completing the audit, underscoring the importance of understanding the 

linkage between internal control activities, internal control objectives, and financial statement assertions. Thus, one 

important and explicit objective of this book is to help impart knowledge about these linkages through the use of 

real-life case examples. 

Technical Audit Guidance 

To maximize a student’s knowledge acquisition of this material, this book has been designed to be read in 

conjunction with the post-Sarbanes-Oxley technical audit guidance. All of the post-Sarbanes-Oxley technical 

guidance is available for free at http://www.pcaobus.org/Standards/index.aspx. In addition, a summary of the 

Sarbanes-Oxley Act of 2002 is also available for free at http://www.aicpa.org/info/sarbanes_oxley_summary.htm. 
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