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Sources of Funding
Question 1
Option 1: Equity
Based on the desires of Shaun, Equity is the most appropriate source of financing that meets the demands of the business. Shaun’s business is expanding and requires additional capital for expansion and other expenses. By going for equity financing, the finance will be able to source the required funding at the same time surrendering part of the ownership to other shareholders. Equity financing does not attract any interest therefore not giving pressure to the management. Equity financing improves the credibility of the business, therefore, helping to attract customers and maintain a competitive edge (Hornuf & Schwienbacher, 2018). Besides, the presence of other owners enhances accountability such that no single person will have the autonomy of making decisions. Equity improves management as it gives a say to the other owners over the operations of the business. A business that is funded through equity can easily get more funding from the new shareholders as long as it can guarantee returns. The presence of more people in management can help to generate and improve ideas for the overall benefit of the business. Equity funding is important mainly to small business that cannot attract funding from financial institutions, and this is where Shaun’s business fits.
Question 2
The next step for the junior account is to summarize similar transactions for ease of understandings. Similar transactions refer to entries that share a common similarity which can be regarded as either salaries, interest on loans or travel costs. By summarizing these transactions, it becomes easier to go through the transactions and understand the general expenses based on their various categories (Hornuf & Schwienbacher, 2018). Once all the transactions have been categorized by summarizing, it is important to make necessary reports of the transactions. Numerous financial reports can be prepared to represent the financial transactions of the business. These reports should be simple and conform with the already established accounting standards. Different reports can be prepared depending on the accounting standards kept by the business. Once these reports are available, the next thing is to make use of the financial reports. The reports help in making decisions as one can analyze the debt obligations and the levels of profits made during different periods of the year. The overall goal of following up the accounting cycle is to generate financial reports that can be used in making decisions that affect the business.
Question 3
Balance Sheet
The balance sheet is the ideal financial document that should be presented to the investor to ascertain the level of debt within the organization. The balance sheet is a financial document that shows the assets of a business, its liabilities and the level of equity. The liabilities section of the balance sheet provides information on the debts owed by the business. In this section, the investor will get the opportunity to look at actual current liabilities and long-term liabilities (Laudon & Traver, 2013). Depending on the information, the investor would be able to make a judgment whether the business has accrued more debts or is operating within its means. The balance sheet provides the general information of debt, but other documents might be required if the investor wants to know the extent of debt and the history of the institution in repaying the loans. The junior account must present the balance sheet to the investor.
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