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Why do the financial statements need to be audited?
1. To access the credit rating of Jason Corporation. The audit will disclose the success experienced by the corporation and make sure that the company is trustworthy. Moreover, it will prove that the company will generate enough finances in the future to repay the loan. 
2. Assure that the data provided is fairy stated. This will involve verifying the accuracy of the data by looking at specific transactions. This will disclose any weakness within the corporation.
Implications of the ratios provided
Current ratio
The current ratio = Current Assets / Current Liabilities.
The ratio will measure the corporation's liquidity.                                                                        
The ratio will indicate the corporation's ability to meet short-term debt obligations by showing whether the corporation has enough liquidity to pay its debt over the next 12 months. The higher the ratio, the more the liquidity; thus, in 2022, the corporation was better positioned to meet short-term obligations than in 2021. However, this ratio is insufficient since Jason Corporation requires a long-term loan.
Asset turnover ratio
Asset turnover = Revenue / Average total assets
[bookmark: _GoBack]It indicates the efficiency the corporation is using its asset to generate revenue. The higher the ratio, the more the efficiency. From the data given, the corporation utilized its assets more effectively in 2022 with a ratio of 2.8 than in the previous year with a ratio of 2.2. This ratio does not give any justification on the ability of the corporation to meet its debt obligations.
Net income
Net income indicates the corporation's profitability. It is calculated as gross profit fewer expenses. From the data, net income was up by 32% in the current financial year, indicating better profitability than the previous period. It will assess how much revenue exceeds the expenses but won't indicate the corporation's ability to service debt obligations.
Earnings per share 
The ratio gives the proportion of the corporation’s net income that would be allocated to its shareholders. It will gauge the profitability since a higher ratio means that the corporation is profitable to pay more money to its outstanding shareholders. The ratio is not conclusive enough to be used as the basis of leading to Jason Corporation.

Other ratios that can be used
1. Debt to equity ratio
It is calculated by dividing the corporation's total liabilities by its shareholders' equity. A higher ratio implies that that the corporation is aggressive in financing its operations with debt. A high ratio due to volatile earnings will increase the chances of loan default or, in worse situations, bankruptcy hence an effective ratio in loaning to the corporation.
2. Debt ratio
This is the ratio of the total debt to total assets. It will show the proportion of the corporation that is financed by debt. If the ratio is high, then it will imply that the corporation may be putting itself at risk of default if the by any chance, the interest rates rose suddenly. A ratio greater than one will show that assets fund a large debt proportion, while a ratio below one will show that a more significant asset proportion is funded by equity.

3. Interest Coverage Ratio
Interest coverage ratio = Earnings before interest and taxes/ interest expenses in a given period
The ratio will be used to measure the corporation's ability to pay all its interest expenses on outstanding debt. A stable ratio will imply the corporation's ability to finance its liabilities, whereas a declining ratio will indicate that the corporation cannot repay its future debts.


	
	
	



