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When a false operating database made
fabricated sales look real
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ALLEGED SALES ALLEGED EXPENSES CAPITAL RAISED PROPOSED PENALTY
More than $300m More than $190m More than $864m $180m
S02 S02 S01 S01

DOCUMENTED EVENT
CONNECTED RISK

In a complaint filed in December 2020, the SEC alleged that Luckin intentionally TBjmie, & (ol i @ity (o o)
fabricated more than $300 million in retail sales from at least April 2019 through January Conduct & Governance Risk (contributing)
2020 using related-party purchasing schemes. The SEC alleged that certain employees Financial Reporting Risk (contributing)
inflated expenses by more than $190 million, created a false operations database, and

altered accounting and bank records. Luckin agreed, without admitting or denying the

allegations, to pay a $180 million penalty in a proposed settlement subject to court

approval. [SO1 | S02] FRAMEWORK RELEVANCE

COSO ERM lens: Information, Communication
& Reporting
NFRISK SCENARIO ADAPTATION - NOT AN EXTERNAL FINDING NFRisk maps coordinated false operational,

. . . . . accounting and bank records to COSO's
Fabricated commercial events are made internally consistent across sales, operations, Information, Communication & Reporting

accounting and bank evidence, so ordinary reconciliation confirms a coordinated false component. This is an analytical mapping, not
recordiratherithanlexposinghit: an SEC or COSO finding about Luckin, [S03]

STRESS-TEST QUESTIONS

01 Can apparently consistent sales, bank and operational records originate from the same

NFRISK PRACTITIONER INTERPRETATION

Control integrity requires independent

? . .
actors? evidence across systems and counterparties.
02  What external evidence validates commercial events independently? Agreement between records is weak assurance
when the records can be generated by the
03  Are unusual related-party flows visible across systems and legal entities? same actors and process.

04 Would control testing detect coordinated false records when ordinary reconciliation
shows apparent agreement?
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EVIDENCE BOUNDARY Official findings are separated from the institutional scenario, framework
interpretation and NFRisk practitioner view.
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