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The public company audit is expected to detect frauds in the financial reporting of entity. But,

if senior management of corporation want to perpetrate frauds, the auditors have a risk of mate-

rial misstatement due to fraud. In this paper, I consider the history of public company auditing

to improve the prevention and detection of material fraud and to educate financial statement users

about frauds in financial statement of American corporation and Japanese corporation. The his-

tory also is showing that auditors will be in focus on professional skepticism in the consideration

of the risk of frauds in the financial statement audit. The auditor’s responsibility to detect frauds

is very clear. The auditor is responsible for providing the reasonable assurance that the financial

statements are free of material fraud.
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