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The Application of Modern Risk-Oriented Auditing in Financial Fraud
Auditing — A Case Study Based on the Green Earth Financial Fraud Incident

Zhong Chongwen, Lei Lin
School of Economics and Management, Beijing Institute of Petrochemical Technology, Beijing 102617

Abstract : This paper focuses on the Green Earth financial fraud case, thoroughly exploring the practical value
of modern risk-oriented auditing in identifying financial fraud. By reviewing the typical fraud paths
employed by Green Earth, such as inflating assets and window—dressing revenues, the paper analyzes
the lag and limitations of traditional auditing models in addressing systematic fraud. Building on this
analysis, the paper introduces the theoretical framework of modern risk—oriented auditing, emphasizing
strategic management as the starting point, integrating multidimensional risk measurement indicators,
and relying on a comprehensive auditing process to accurately capture management fraud risks. The
research indicates that this model can effectively break down information asymmetry, dynamically
adjust auditing resource allocation, significantly enhance the detection efficiency of complex fraud
clues, and provide strategic support for improving auditing supervision in capital markets.

Keywords : modern risk-oriented auditing; financial fraud identification; Green Earth case; biological
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