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Abstract

Luckin coffee's financial fraud incident has not only brought losses to investors, but also
seriously damaged the company's image. The event revealed the serious problems of the
company in the standardization of financial reporting, internal management and risk control.
Starting from the motivation of Luckin's financial fraud, the paper deeply analyzes the means
of financial fraud, and combines the five elements of internal control: internal environment,
risk assessment, control activities, information and communication, and conducts in-depth
correlation analysis of internal supervision. The article pointed out that Luckin's financial
fraud was mainly driven by external pressure and targets eager to go public. In addition, the
excessive concentration of the company's shareholding structure, the failure of risk
assessment and internal audit, as well as the serious defects of internal control activities,
provide convenient conditions for financial fraud. Together, these factors have contributed to
Luckin's financial problems.

Therefore, in order to prevent the occurrence of similar incidents, companies need to
strengthen internal control to ensure the accuracy and transparency of financial reports. At the
same time, companies also need to establish effective risk assessment and internal audit
mechanisms to detect and correct potential financial problems in a timely manner. Through
these measures, companies can improve the quality and credibility of their financial reports,
thereby protecting the interests of investors and safeguarding the company's reputation and
market position. In order to prevent the occurrence of similar incidents, it is suggested that
enterprises should optimize their own ownership structure, take the initiative to establish and
improve internal control and internal audit mechanisms, and carry out necessary information

disclosure. And the corresponding improvement suggestions are put forward.

Keywords: financial fraud; internal control; Ruixiang Coffee
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