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Question 1: financing
Based on your analysis of the owner's wishes (Shaun's criteria) and the three financing options available, which financing option would be the best option?
· Option 1: Equity.
· Option 2: Debt.
· Option 3: Debt and Self Financing.
Include your answer in your response below and also explain why you selected that type of financing based on Shaun's criteria and what you know about that financing option. 
After careful consideration of the situation, it's my opinion that the company should go for debt and self-financing. My conclusion is based on the following factor. Unlike Equity financing, Debt financing preserves the ownership of the company. Secondly, loan interest acts as a tax shield by reduces the amount of taxable income. This advantage is absent when using equity financing. Third, the company is facing a liquidity problem, and as such, it will be prudent to select an option that ensures current liabilities such as the loan interest are met as and when they fall due. Consequently, reducing the amount of debt by financing partly with self-financing becomes the best option. Finally, obtaining a loan from a financial institution is relatively easy and less costly compared to raising equity. The third option stands as the best option in my opinion when the above factors into consideration,




Question #2: accounting cycle
So, given what the Junior Accountant has done so far, what is the next step for the Junior Accountant to complete in the Accounting Cycle and why?
The accounting cycle involves five steps. The first step is the recording, which consists of capturing the financial data. The second step is classification, which is the grouping of similar transactions. Third, summarize the information to be easily understandable, and fourth, producing reports such as financial statements. The last step is to analyze the financial reports to make informed decisions. From the junior accountant email, it's clear that he is still in the second step mentioned above, and as such, He should continue with the rest. However, I will do or considerably get involved with producing the reports and analysis thereon to capture any error that might be there before such statements are relied on making an important decision such as capital budgeting.  


Question #3: financial statements
After reviewing the 3 Financial Statements, please indicate which financial statement (pick one: income statement, balance sheet, or statement of cash flows) the Junior Accountant should provide the investor in order to show the debt information.  

· Income Statement.
· Balance Sheet.
· Statement of Cash Flows.

Explain where on that financial statement you would find the debt information.
 
Next step: submit your workBalance sheet
The balance sheet, also known as the statement of financial position, shows assets and liabilities. Under the liabilities section, both the long term and the short-term liabilities are shown. Therefore, any debt which is liability will appear on the balance sheet on the liability section either as a current or long-term liability.

1. Save this completed template to your desktop.
· Navigation: Select File at the top, then select Save As > Browse > Desktop, select Save.
2. [bookmark: _heading=h.30j0zll]Log into your class and select Assignment #2 on the left, scroll down and select Submit Your Work, click Browse My Computer, find your file on the desktop, click Open, then click Submit.
3. If you have any issues please email me or call 
I will provide you assignment feedback and you can then make any changes you would like and resubmit for grading.
Congrats on completing Assignment #2!

