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Introduction
Major corporate powerhouses have been rising and falling due to accounting violations and unethical financial publishing. Federal securities such as Sarbanes-Oxley Act usually formulate federal regulations of corporate governance and reporting to prevent scandals. However, Sarbanes-Oxley has received a lot of critics claiming that it is ineffective and cannot prevent fraud. It ignores the root cause of scandals and a good example is the Krispy Kreme Doughnuts which went down due to greed. Krispy Kreme was once an example of corporate glory in America. It had a humble beginning and later grew into a retailer of doughnuts nationwide. Krispy Kreme gained more fame and this made the company start to search for ways to record extraordinary growth. The Securities and Exchange Commission investigated the company and exposed its manipulation to investors through unethical accounting, deceptive statements, and deceptive policies resulting in its fall down.
A five-step model for revenue recognition has been established (Fyhrlund et al. 2013). The first step is the identification of the contract with a customer. This step involves the criteria of approving a contract by both parties, determining the rights of each party, identifying payment terms, ensuring the existence of commercial substance, and ensuring that collection is probable. The second step is identifying the performance obligation which involves determining what is to be delivered. The third step involves the determination of the transaction price while making variable considerations, financing components, non-cash considerations, and the amount payable to the customer. The fourth step is the allocation of the transaction price to the performance obligations where the transaction price is allocated to each performance obligation on a standalone basis. The final step is recognizing revenue when or as performance obligations are satisfied. A performance obligation refers to an assurance to provide or deliver goods or services to a customer. An example of a performance obligation is the selling of goods produced by an entity such as the inventory of a manufacturer.
Krispy Kreme has been an outstanding retailer of doughnuts and made close to 3 billion doughnuts yearly. It has more than 350 stores both company-owned and franchises.  Krispy Kreme has close to 7 thousand employees. The company has retail stores as well as multiple channels for the distribution of doughnuts. Krispy Kreme grew from a humble beginning to a nationwide retailer and was the example of corporate glory. The company became obsessive about its growing fame and desired to look for ways to make extraordinary growth. The Securities and Exchange Commission began an investigation into Krispy’s aggressive accounting policies that inflated earnings. Krispy Kreme’s manipulation of investors was exposed. The manipulation was through unethical accounting, deceptive statements, and policies. The investors were offended by what had been termed as success became a tragedy of human greed.
The CEO of Krispy Kreme, Scott Livengood reported the company’s first loss in May since it went public in 2000. Krispy Kreme had alerted the investors of the loss earlier in that month and that its stock had stunned. The company’s shares dropped from $50 to $20 in the last summer representing a 60% drop. In April the percentage of the company’s trading shares was more than 25%. When the stock plunged, the company made shorts. The shorts indicated that the company had been overly assertive in enlarging. Krispy Kreme adopted a business strategy and model for raising its sales that was based on the establishment of new stores and promoting the entry of the company into new markets. The company’s shorts continued to climb and as of mid-May, there was a 30% increase in the shorts.  Unethical accounting practices drive away investors if they recognize the truth about the company (Caldwell & Hayes, 2010). This may hinder the trust of investors and affect the price of the stock.
Conclusion
Krispy Kreme used unethical accounting practices to manipulate investors to expand the company. This human greed act was exposed by the Securities and Exchange Commission which had investigated the company. These unethical accounting practices offended the investors hindering their trust in the Krispy Kreme Company.  This too resulted in a decrease in the value of the stock of the company.
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