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Q.2
Dmanji construction Limited depreciation has been consistent over the five years the company has been up and running .The assets have been depreciating with a 20% rate .With an average life of 5 ,which is the expected useful life of an asset or a group of depreciable assets .Average life also indicates the average remaining time period before the principal of a debt security is scheduled .An asset turn over ratio of 2.5 or more is a good indication of a company’s performance .Dmanji’s asset turnover ratio is at 4.2 for a period of 5 years which is a good indication .Asset turnover ratio is the ratio between  the value of a company’s sales or revenues and the values of its assets .It is an indicator of the efficiency with which a company is deploying its assets to produce the revenue they need to operate the company. The higher the ratio the better that the company is performing .The accounts receivable turnover ratio measures a company’s effectiveness in collecting its receivables or money owed by clients. The higher the accounts receivable ratio, the more the ratio indicates that the company is lagging behind in the industry .Dmanji’s accounts receivable turnover ratio is at 7.2 which indicates that it is fairly performing well.







Q.3
Discuss what each of these ratios tells you about the company’s current financial condition, and how they compare to the industry averages.
· -The current ratios and the quick ratios of the company are way up high and this indicates that the company is doing extremely well .
Identify the major causes of any changes in these ratios and discuss your assessment of the company based on these changes.
· -in the year 2017the current ratio was 2.6 which was higher than the following year where the current ratio was 2.4 slightly lower by 0.2 .This may have been caused an increase in accrual expenses and an increase in cash
 Review the balance sheet and the notes to the most recent financial statements, and identify any contingent liabilities.
· -The contingent liabilities are potential liabilities that may occur in the future however Adrian expense does not indicate of foreseeable liabilities that might be unexpected according to the annual report. 
Discuss whether or not you agree with how the company chose to treat each contingency on the financial statements (i.e., recorded vs. disclosed, but not recorded).
· Whether or not the contingent liabilities have been stated by the company am confident that the company could have handled those liabilities since their liquidity ratios in the two years were extremely high .The company had more than enough access to cash.
 Discuss the effect on the financial statements of the company’s treatment of the contingency.
· -If the company had a contingency liability ,the amount of allowable expenses would have been credited of the financial statement and the expenses would have increased and the profit margin of the company would have reduced significantly.
Discuss whether the contingent liabilities change your assessment of the company.
· Since there are no contingent liabilities of the company ,this does not change my assessment of the company .


The current ratio is a liquidity ratio that measures a company’s ability to pay short-term obligations or those due within one year such accounts payable and wages to its employees. The Adrian Express current ratio has been on the roof for the two years only to reduce by 0.2 from the year 2017 to the year 2018 which were 2.6 and 2.4 respectively. This shows that the company would have a warm welcome to investors since it proved it could maximize the current assets on its balance sheet to satisfy its current debt and other payables which is a great attraction to the investors. However firms want to meet their short-term debt obligations without to rely on selling inventory .Adrian Express quick ratios for the years 2017 and 2018 have been on the roof ,1.4 and 1.6 respectively .In the financial world ,the higher the ratio results the better a company’s liquidity and financial health and the lower the ratio the poorer that the company’s health is becoming .The quick ratio increased from the year 2017 to 2018 by 0.2 .However, when it comes to contingent liabilities, Whether or not the contingent liabilities have been stated by the company am confident that the company could have handled those liabilities since their liquidity ratios in the two years were extremely high .The company had more than enough access to cash.

Q.4
Discuss what each of these ratios tells you about the company’s use of debt and how it compares to the industry average.
· The years 2017 and 2018 the debt to equity ratios is 0.7 and 0.8 respectively which is below the industry’s average. This means that the company is managing its debt to equity ratio very well.
 Identify the major causes of any changes in these ratios and discuss your assessment of the company based on these changes.
· The debt to equity ratio changed from 0.7 to 0.6 in the years 2017 and 2018 respectively. This changes may have been caused by reduced short term debts and increasing the long term debts since the change is not that big
 If you were a lender, discuss whether you would be willing to lend money to the company based on its use of debt.

· If I was I lender I would be openly willing to lend money to the company, it has well managed its debts both long term and short term for the two years .In every year 2017, 2018 the company has 0.7 and 0.6 in debt for every dollar of assets and it’s in good financial health. This improves its credibility from the banks.
Debt to equity is a solvency ratio which indicates a firms’ ability to pay its long term debts .The lower the positive ratio is, the more solvent and finically healthy the business is .Adrian Express debt to equity ratios is below the acceptable average ratio from IBIS world which is between 1 and 1.5. The company’s debt to equity ratio is 0.7 and 0.6 in the years 2017 and 2018 respectively. For every dollar of assets the company had a debt of 0.7$ in debt in 2017 and 0.6$ in debt of every asset in 2018 which was a decrease from the year 2017. This indicates that the financial health of the company is improving along with its credibility with the banks. The management has managed the debt to equity ratio significantly well over the two years improving the company’s performance. There were changes in the debt to equity ratios. These changes may have been caused by reduced short term debts and increasing the long term debts since the change is not that big .The less the company has been using its debt the lower the debt to equity ratio has been and will always is if the trend continues. Debt typically has a lower cost of capital compared to equity  ,mainly because of its seniority in the case of liquidation .In my thoughts that is why every company has a debt of some kind.
