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Abstract

This study selects the Luckin Coffee financial fraud case as a case study, focusing on analyzing the
failures of internal control within the sales and collection cycle. The analysis is primarily based on
publicly available investigation data and integrates the COSO framework and relevant internal con-
trol theories to reveal the deficiencies in Luckin Coffee’s internal control system. Its significant
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fraud stemmed mainly from the distortion of its internal environment, the absence of risk assess-
ment, ineffective information communication, the breakdown of monitoring mechanisms, and in-
adequacies in control activities. This study also constructs a path transmission model illustrating
how an aggressive strategy led to specific fraudulent behaviors. Finally, targeted insights are pro-
posed regarding corporate culture, digital internal controls, regulation, and other aspects.
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Figure 1. Luckin Coffee’s items per order declines to 1.14
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Figure 2. Integration of motivations in the fraud triangle theory
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Figure 3. Schematic diagram of the runaway model
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