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Memo

Author’s name

Institutional affiliation

To: Good Samaritan Medical Center CEO Financial Memo 

From: (your name)

Date:

Subject: Variance and changes in balance sheet and financial statement from 2015 to 2016
Good Samaritan Medical Center’s financial report reveals variances and changes in the financial statements and balance sheets between 2015 and 2016. 

Healthy cash flow and Inventory 

Between 2015 and 2016, Good Samaritan Medical Center experienced a near-double increase in cash and cash equivalents, from $ 6486 to 12,102, respectively. This near-double increase in cash equivalents is evident in increased total assets from $ 121, 101 to $ 160, 815. This information is highly valuable to investors as it acts as a clear indicator that our financial system is quite healthy. It shows that in 2016, we had doubled the rate of settling bills over a shorter duration of time, compared to the previous year. 
Our short-term investments rose by 50% from $ 5,000 in 2015 to $ 10,000 in 2016. This would be good news to investors since it indicates that we are capable of easily converting the investment into cash (Rich et al., 2010), as evidenced by the high rate of liquidity. 
Tighter controls on debt collection
Our net accounts receivables have slightly improved from $ 25, 927 in 2015 to $ 28,509 in 2016, indicating an increased efficiency in collecting money owed to us. Such an improvement could be as a result of the tighter controls that the firm has instituted in issuing credit to customers and collection of the same. It is important that a firm maintains inventory at optimal levels in order to ensure that it does not tie up too much cash (Penner, 2013), while also minimizing the risk of write-downs and obsolescence. Otherwise, there is the risk of reduced profitability.

Increased current assets

Our total current assets increased from $ 39, 715 in 2015 to $ 54, 306 in 2016, a further indication of the organization’s improved level of liquidity. There was also an increase in long-term investments during the same period, from $ 31,837 to $ 54,059. This is an indication that we are taking the necessary steps to cushion against depreciation of assets. An increase in assets base from $ 121, 101 in 2015 to $ 160, 815 in 2016, further acts as a growth indicator. Our total current liabilities remained more or less constant, at $ 15, 425 in 2016, compared to $ 15, 315 in 2015.
On the other hand, there was a significant increase in our long-term debt from $ 53, 578 in 2015 to $ 85, 322 in 2016. Our total liabilities increased to $ 100, 747 in 2016, up from $ 68, 893 in 2015. This increase is largely attributed to an increase in our long-term debt. It means that the company financed its asset acquisition through debt. This information is important to investors as it act as a clear sign of the company’s inability to generate adequate cash to finance its growth (Mehta, 2016), and hence the need to take out loans. 
Increased operating revenues
From the company’s cash flow statement, there is evidence of an increase in net operating revenue from $ 140, 924 in 2015 to $ $ 169, 979 in 2016. This shows that we are in a position to control operating costs, while sales have also increased. However, we also experienced an increase in total expenses during the same period, from $ 136, 594 in 2015, to $ 166, 232 in 2016 due to increase cost of insurance, salaries and supplies. Increased cost of depreciation of assets and interest acruing from loans further contributed towards increased total expenses (Penner, 2013). The decrease in operating income from $ 4,333 to $ 3, 747 reveals the firm’s reduced capability to generate revenue from our operations. This information would be clearly important to investors as it enable them to better appreciate the firm’s ability to realize organic growth from its core operations and hence generate profits with no need for inappropriate financing.

Recommendations

From the information provided on our balance sheets and cash flow statements, the following recommendations in order to safeguard the organization’s future financial stability:

While an increase in inventory leads to a negative impact on a firm’s cash balance, Good Samaritan Medical Center actually realized an increase in cash and cash equivalents, which translated to increased assets. I would however recommend that we reduce our inventory in the next financial year in order to further boost growth prospects. We also need to minimize our long-term debts and by extension, total liabilities.
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