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Ratio Analysis: Loan Application for Jason Corporation
· Explain why you would want the financial statements to be audited.
It is certain that financial statements provide company managers with relevant data and information which reflect on the financial well-being of the organization. However, these financial statements can only be significant if they are accurate. It is with this reason that there is a need for financial statements to be audited. In this case, assessment of the financial statements for reliability is a mandatory considering there is investing in a lot of funds involved. Thus, subjecting financial statement to audits is not only significant to the overall success of the audit but also essential for projecting future success of the firm.
· Discuss the implications of the ratios provided for the lending decision you are to make. That is, does the information paint a favorable picture? Are these ratios relevant to the decision? State why or why not.
The current ratio provided by Mr. Jason Company is 3.1 which is an increase from 2.1 from its previous year. Based on this data, it can be argued that there will be timely payment of the 8-year loan. Consequently, the assets turnover ratio shows a positive increase of 0.6 from the lows of 2.2 in 2016, since asset turnover ratio is used to determine how efficient the company's assets can generate revenue, it is certain the trend in the asset turnover is high, thereby  reflecting positive productivity growth of the company as well potential future growth. To some extent, the ratios are relevant and the information provided paints a favorable picture about the current financial status of the company, though overall there is a need for financial auditing to determine the actual and accurate financial health for feasible decision making.
· Evaluate trends in the performance of P. Jason Corporation. Identify each performance measure as favorable or unfavorable and explain the significance of each.
The current ratio of Jason Corporation is 3:1 in 2017, which is triple the amount 2:1 realized in 2016. Often it is presumed that higher the ratio, the higher the liquidity. This measure is unfavorable considering that the higher liquidity could be as a result of a dipping sale due to an increase in the level of inventories, which will not necessarily mean improved liquidity. Also, the increased current ratio could be due to increased debtor's level resulting from delayed payments by customers (Fridson & Alvarez, 2011).
Asset turnover ratio is financial ratio used to explain how the company’s assets are utilized to generate revenue (Fridson & Alvarez, 2011). Jason Corporation has an asset ratio of 2.2 in 2017 compared to the 2.6 of 2016. The high asset turnover ratio identified reflects that the company utilizes its assets more efficiently.  This ratio is favorable considering that his ratio helps the bank in analyzing how the company is productive in the business and how much revenue is generated from its investment in the assets.
Net income is significant in evaluating the financial wellness of a firm because it shows how well the company turns revenues into profits (Barnes, 1987). Based on Jason’s facts, net income was up 32% in 2017 from a low of 8%, this simply shows that the company controls costs effectively. These facts are favorable since with net income, a profit margin can be found to find a profit margin to determine if the company is doing poorly or well for funds to be invested in it. 
 The higher EPS recorded $3.30 in 2017, from the lows of $2.50 recorded in 2016 indicates that the company actually earned high or generated more cash in the 2017 financial year. This ratio is favorable as and significant considering that the positive earnings can guarantee it to be lent funds by the bank to continue operating. 
· List three other ratios you would want to calculate for P. Jason Corporation, and in your own words explain in detail why you would use each.
Cash flow ratios: these will be significant in assessing the financial health of Jason Corporation as they will reflect on actual earnings the firm. With cash flows, an unbiased assessment on the performance of the firm can be obtained based on the accrual concept, which is subject to substantial decision making (Bragg, 2012).
Solvency ratios: these are important in determining the financial health of Jason Corporation since they will assess the long-term financial viability of the company. With solvency ratios, critical information like the ability to pay back the loan can be determined (Bragg, 2012).
Coverage ratios: these ratios are supplementary to liquidity and solvency ratios (Bragg, 2012). In this case, they will be significant because once calculated they will show the risk inherent in lending to the Jason Corporation on a long-term basis.
· As the loan officer, what else would you do to gain a better understanding of Paul Jason's, and the Corporation's financial picture and why?
It is certain that by using profitability indicators of Jason's company, an understanding of the financial health of the firm can be realized. However, these indicators do not fully evaluate the company's financial position, hence, as a loan officer, I would recommend in addition to profitability assessment to access the financial indicators related to operational efficiency, current and long-term solvency, and capital market.
· Based on your analysis of P. Jason Corporation, will you recommend approval for the requested loan? Provide specific details to support your decision. 
Given the facts provided, I would not recommend the loan to be approved since there is no full disclosure of information. For instance, the provided facts do not show the leverage ratio. In other words, we cannot lend out money for the company to expand their business without knowing how much the company is investing in the same. 
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