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In November 1985, Helen Shepherd, the audit partner s_upervisi'ng the 1985 audit of ,

Cardillo by Touche Ross, stumbled across information in the client’s files regarding /
d with United Airlines earlier that year. When

the agreement Rognlien had negotiate

Shepherd asked her subordinates about this agreement, one of them told her of 3
$203.000 adjusting entry Cardillo had recorded in late June. That entry, which fg]-
lows. had been approved by Lawrence and was apparently linked to the Uniteqd

Airlines—Cardillo transaction:
Dr Receivables—United Airlines
Cr Travel Commissions and Fees
Shepherd’s subordinates had discovered the adjusting entry during thei;
second-quarter review of Cardillo’s Form 10-Q statement. When asked, Lawrence had
told the auditors that the entry involved commissions earned by Cardillo from United L
Airlines during the second quarter. The auditors had accepted Lawrence's explana-

tion without attempting to corroborate it with other audit evidence.
After discussing the adjusting entry with her subordinates, Shepherd questioned

éswrence. Lawrence insisted that the adjusting_ entry had been properly recorded
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