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Auditors are expected to detect frauds in the reporting entity. That case is not different in

China. Because of the unique economic system in China, some difference can be observed among

the incentive that causes fraud in financial reporting. In this paper, some cases of the fraud in

China are explained and the cause or incentives for the fraud are analyzed. In some cases, local

authority was involved in the fraud, because not only the reporting entity, but also the local

authority in charge is also evaluated by the results of the reporting entity. This finding is impor-

tant because it is necessary to eliminate the cause, not only from the reporting entity but also

from the local authority in charge. Same problem or same incentive for fraud might exist in the

public sector of other nations, if there is same kind of evaluation structure.
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