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1. What did you decide to do, and why?
I would disagree with the approach my teacher took in this scenario. Though the lie increases his likelihood of getting the loan, I am bound by the code of ethics to offer advice that is accurate and relevant to his scenario. Manipulation of earning goes against the ethical code and also puts the livelihoods of various account managers in jeopardy, including those at the bank. I would also advice my teacher to reflect accuracy in his reports since stature and reputation in business facilitate growth and also moral development. 
2. Assuming that he doesn’t change the income statement, will his balance sheet be incorrect? How about his statement of cash flows? What will happen to next year’s income: will it be higher or lower than it should be?
Failure to change the income statement to record accurate income would result in an incorrect balance sheet. The balance sheet will record retained earnings from the net income stipulated, which would consequentially lead to an increased owner’s equity. However, the real scenario would not record an increase in owner’s equity. Additionally, the business does not currently generate cash, but the statement of cash flows would indicate the profit was from operating activities. The domino effect will consequentially lead to lower incomes in the next year. At the time, the income statement from the previous financial year will have already accounted for the $10,000 earnings. 
3. What would happen to your former teacher if he gave the bank the fraudulent financial statements and the bank discovered the truth? How could the bank learn the truth?
Following discovery of the truth by the bank would lead to loss of credibility and denial of loan to the teacher. Banks have various systems that check for fraud and manipulation of entries, which would make it easier for them to discover the truth. It is probable that the bank will request for receipt within the indicated period which will aid it to ascertain the expenses paid and the actual payments received. Additionally, journal entries are significant source of information on costs and earnings for the business. The strategies will indicate financial statement manipulation. 
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