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Atlantic American Corporation, a NYSE listed company, is mainly an insurance holding company which has its other subsidiaries in different markets such as the life and health and property and casualty insurance industries (Brigham & Houston, 2018). Based on the products its subsidiaries are offering to their target customers where the main focus of the whole corporation is on the geographic, demographic and product niches that can be offered to the customers within the insurance marketplace. Here, the parent company has no significant source of revenue that they can rely on as most of their operating expenses and profitability comes from the fees and dividends from its operating subsidiaries (Brealey, Myers, & Allen, 2017). In this report, the business model, marketplace competitors, strategic changes in the business market to stand out from the other businesses, profitability ratio analysis etc. will be shown to explain the process of Atlantic American Corporation’s business operations. 
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[bookmark: _Toc159960160]Brief History of AAC and Major Events
American Southern, a subsidiary of AAC, is licensed to do business in 32 states and the District of Columbia where their premiums are derived from existing automobile lines of business which are operating in those areas (Ross, Westerfield, & Jordan, 2019). Other than these automobile insurance services; inland marine and general liability services are also offered by the business in this case. Moreover, Surety bond coverage for school bus transportation as well as performance and payment bonds are offered to the target customers to make their lives more convenient. Along with machine related insurance, AAC also offers Life and health insurance and other supplementary products to the customers. Among those product offerings, Ordinary and Term life insurance, Medicare Supplement and other accident insurance products are provided to the customers in the areas where they are operating in (Gitman & Zutter, 2019). According to the business portfolio of AAC, nearly 95% of their insurances in this case is health insurance and only 3% to 5% insurance is life insurance policies which are chosen by their customers in this case. The business model of AAC derives from the segmentation of their insurance services to the customers in different industries, such as in the automobile industry, the business provides automobile insurance coverage in the market on a multiyear contract basis to the government, local communities, and other large motor vehicle suppliers around the areas of its operation. The operations of the subsidiary of AAC in this segment collects the responses and orders from it customers through three distribution channels spread across 46 different states and two business divisions with the help of independent agents who represents the business in front of the customers in this case who are willing to take services from the business to get a better life and support from the business when they are in need (Van Horne & Wachowicz, 2020). 
[image: ]
Figure 1: Customer willingness in insurance, Source: Atlantic American Corp, 2023
In most cases, AAC does the marketing operations for the agents who are offering the banker fidelity product to its customers, but in few cases, if the agent wants to customize and offer marketing operations on their own, then AAC also encourage such type of actions. Their business model often promotes the below mentioned points in doing their business: 
· Diversification: Atlantic American Corporation firmly believes in their diversification of products across their different types of subsidiaries in this case. Besides, there are some unique product offerings such as short-term care products and group whole life insurance products offered by the business which help the business to stand out from the existing crowd in this case. With their expanding fame across different regions of the world, their geological footprint is on expansion. The business thinks their diversification tactics is one of the main reasons in this case to get such success within such short period of time (Arnold, 2019). 
· Differentiation: The quality of the services provided to the customers such as policyholders and the agent of the business is praiseworthy enough as the business provide continuous support to these stakeholders by their administration, underwriting and a plethora of other services that adds value to their existing services and facilities provided to these specific groups. There is a dedicated customer loyalty team in the business who provides a better support to the business operation handling and providing constant support to the business (Smart, Megginson, & Gitman, 2022). 
· Quality: Bankers Fidelity product is focused on delivering superior service to its existing customers and policy holders in different stages of their lives. Their innovative products offerings and services provided to the customers have ensured the perceived value of the business in the eyes of the customers. 
· Retention: The business markets its products and services through different seasonal campaigns and other customers outreach operations in this case to meet the needs of customers. So, here through such engaging actions with their policyholders, their customers retention rate is very high compared to the other competitors in this market. 
· Profitability: The senior management ensures their profitability through managing their business operation with the support of the above mentioned four criteria which supports the business to get a better result in generating a better output in the business market. 
Among the competitors in their market, Atlantic American Corporation faces challenges from larger national insurers such as MetLife, Prudential Financial and AIG, which are among the largest insurance companies in the similar market. They are also offering similar range of products and product lines to the customers in this case. Other than these national insurance companies, regional insurer companies are also providing services to their surrounding communities to make their lives easier and convenient (Brealey, Myers, & Marcus, 2022). 
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As the business went through changes which is evident in the market over the past few years, the specific changes in the business structure of Atlantic American Corporation has been discussed below: 
· Year 2022
In this year, as the usage of artificial intelligence was going through lots of changes in the business market while assisting business to conduct their activities smoothly, AAC also announced a strategic partnership with a leading technology firm in this case to enhance its digital capabilities that can ensure a good quality customer experience. Through the collaboration with the Tech based business, the modernization of operations of the businesses in this case helped AAC to increase efficiency in their operations over time.
· Year 2021
As the retention of the surplus profitability from the ongoing operations of the business is on the increase, the business completed an acquisition of a small regional insurance company to ensure their exposure in those regional markets also. Their growth strategy in this case was diversified in entering into new markets with their existing resources in their business (Moyer, McGuigan, & Rao, 2022). 
· Year 2020
During pandemic, as most of the policyholders were going through tough times, businesses, especially those who offered insurance services like AAC went through a tough time. In this year, one of the subsidiaries faced a legal challenge related to regulatory compliance issues. So, the business had to invest a significant amount of money into the matter to resolve it. 
· Year 2019
In this year, the leadership of the business was changed. A new CEO was appointed for the business operations management. As the new CEO started to take over the existing operations in the business market, newer perspectives of the business direction made the business operations change according to the strategic direction provided by the new CEO in this case. The CEO promoted sustainable growth over the time planning for actions which can help the business to sustain in the industry for longer period. 
· Year 2018
In this year, due to economic uncertainties in the financial markets, Atlantic American Corporation faced higher than usual claims from their policy holders. So, the business had to go through some unexpected losses from their business operations. So, AAC needs to ensure reassessment of its underwriting practices and risk management strategies to mitigate future losses. 
So, the quick adaptation by the business in the competitive marketplaces around the globe helped the business to flourish with time and enlist themselves in the New York Stock Exchange where the value of the stock of the business is rising seeing the future potential of the business to lead the insurance industry with their vision and the pioneering service quality and specifications to their customers. With a view of achieving a better result from their existing operations, the business continued to evaluate their operations in the business market to find newer strategies that can help them to stand out from the existing crowd in the business market and outperform their competitors gaining a better profitability for expansion opportunity (Berk & DeMarzo, 2020). 
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According to the latest annual report that has been published by Atlantic American Corporation, the year 2022 the business could not perform as expected, because after recovering from the pandemic, people faced a lot of health-related issues which was covered by their insurance in this case. However, to get a clear picture of the financial performance of the business, the existing information from financial statements has been calculated and evaluated through different types of ratios below: 
	Particulars
	Formula
	Ratio

	Return on Equity (ROE)
	Net Income / S. Equity
	1.49%

	Current Ratio
	C. Assets / C. Liabilities
	62.4%

	Debt-to-Equity Ratio
	Total Debt / S. Equity
	2.59 x

	Asset Turnover Ratio
	Revenue / Total Assets
	0.51 x


Table 1: Calculation with formula, Source: Brealey et al., 2017
Now, the calculation is explained in the following points: 
[bookmark: _Toc159960164]Return on Equity
ROE is very important for calculation of returns that is expected after making an investment in the business. It is an indicator of profitability and in the long run, sustainability for a business. In this case of AAC performance in 2022, they had an ROE of 1.49% which indicates that for every dollar that the business had invested in their business operations, the company generated a profitability of 1.49% cents only. Though the return on Equity is still positive but, it does not show a lucrative amount that can attract investors from the foreign areas to invest in their business to get a further and better business operation in the market. However, the problem behind this low value might be the inefficiency of the business to utilize its existing resources in the business market. 
Now, such low return on Equity can result from different types of issues such as low profitability from the revenue being generated from the market operations which is the main source of the business profitability over time. Moreover, inefficient asset management such as the prediction of assessing risks related with a particular asset in this case needs to be maintained carefully so that the losses can be mitigated (Higgins, 2021). But here, the business might have made some wrong moves in the market that made the business retain lower profitability. Additionally, the business if operated with excessive leverage in the business market, then it can result in a lower ROE from the existing operations of the business over time. 
To track the growth and financial performance of the business over time, assessing the company’s ROE with industry average of the peer companies in the same industry is very important which provides a business to ensure boost or push at their back so that they can get a better success over time. Competitiveness in the business market is one of the most important issues that needs to be addressed by the existing businesses in the market. According to Block & Hirt (2022), ROE can be related with the sustainability of the actions taken by the business over time as the business needs to conduct their strategies in such a way that can assure their stakeholders about the feasibility and sustainability of the business. Atlantic American Corporation might have lower credibility in their sustainability operations which reflected in their lower return on Equity over time. But if this issue continues to retain in the business, then the investors or the equity holders of the business might be demotivated to invest further in the business as they might lose their confidence about the profitability and potential of the business in future (Horngren et al., 2021). 
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The business has a current ratio of 62.4% which means that with the existing available assets of the business, they can pay off only 62.4% of the current liabilities. As maintaining current ratio is one of the foremost concerns of the business being an indicator of the business performance in the present times, Atlantic American Corporation needs to develop their current ration as it might face challenges in meeting their short-term obligations with its current assets. If the current ratio is more than 100% then it indicates a safe investment for the investors in this case as the business would be able to meet its obligations buy itself over the recent changes in the business operations. 
As a current ratio as low as 62.4% might arise concerns about the business potential and the survival of the business in the coming challenges in future in the insurance industry, it has become very essential to restructure its business model so that it can lower their current liabilities compared to the current assets of the business. As the timing of cash flows of the business is limited. due to the nature of their business operations, AAC needs to be rethink in a creative way so that they can ensure a better sourcing of cash flows which can support their business operations to flourish with more capital injected from the surplus cash flows. A low current ratio imposes a higher liquidity risk for businesses as it is stressful for businesses to operate with such higher risks in the market (Arnold, 2019). So, the top management of Atlantic American Corporation needs to monitor their working capital management in their business so that the cash flow dynamics within the business can be managed with proper care and expertise. According to Ross et al. (2020), often excessively higher or lower current ratio might indicate inefficiencies and financial distress within the business. In this case of AAC, a similar scenario can be experienced. So, the business needs to create a balance in their liquidity management in their business so that they can be prepared for anu unexpected situation in the business market that can threaten their survival with any sudden challenges in the competitive marketplace.
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According to the calculation, the debt-to-equity ratio of the business is 2.59 times which indicates that the business relies more on their debt compared to their existing equity in their business. So, for a business which is offering services to their customers around the world at various destinations, to support its operations and growth of the business maintaining this ratio is very important. Debt financing can often limit the growth of the business as if the performance of the business gets declined, then related challenges of paying off the debts to the debtors can create a significant fall in the available free cash flow in the business. 
Though debt is very typical for insurance companies as they mostly operate with the premiums collected from their policy holders, but often the level of debt needs to be checked so that the quality of the business operations and management does not fall drastically (Block & Hirt, 2022). In case of AAC, such high level of debt-to-Equity ratio can impede their development goals and increase the financial risks in the business market. With this, the interest expenses in the business market might also be affected by the high level of debt causing the cash outflow from the business to rise over time. As a consequence, the profitability of the business can be impacted, and the creditworthiness of the business might be compromised as the investors and lenders to the business will lose their confidence in the business. The industry’s debt to Equity ratio can be assessed by the business to understand their position in the market from a different perspective and this can help them to get a better understanding of their responsibilities to tackle the challenges that they are facing in managing their responsibilities in the market. 
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Atlantic’s asset turnover ratio is 0.51x which indicates that the business earns 0.51 dollars of revenue for every dollar of assets that the business has in it. So, it indicates a lower efficiency in managing their capital assets that they are using in the business market compared to the peer ones in the same industry. 
Underutilization of available assets might result in a lower asset turnover ratio in the business market. In this case, the strategic management of the business by the top management might be a little inefficient in setting up policies and strategies that can protect their business against issues such as moral hazard and adverse selection effect. Often policyholders are seen to act in a risky way which creates a challenge for the insurance companies to support those with financial support. Here, Atlantic American Corporation needs to maintain their strategy in such a way that it can review the practices of other peer groups to identify the areas where the business is lacking in their strategies. Through selection of these issues, the business can mitigate their weak points and cover their financial losses that they were experiencing from the sudden claim of premiums by the policyholders in the business market (Smart, Megginson, & Gitman, 2022). Optimization of asset utilization is also important to enhance profitability from the business operations as if continuous operational enhancements are ensured, then strategic investments by the business can be done. 
Critical evaluation of the financial performance of Atlantic American Corporation can indicate the way that can help the business to highlight their improvement areas for getting a better view of the existing opportunities in the insurance industry around the globe. To compare the performance with a major competitor of the business, MetLife, the financial statement of MetLife in 2022 has been collected and similar ratios has been calculated to see the relative performance of the business. Below here, are the financial ratios for both Atlantic American Corporation and MetLife for the year 2022:
	Ratio
	Atlantic American Corporation
	MetLife

	Return on Equity (ROE)
	1.49%
	8.25%

	Current Ratio
	62.4%
	110%

	Debt-to-Equity Ratio
	2.59x
	0.68x

	Asset Turnover Ratio
	0.51x
	0.85x


Table 2: Calculation with formula, Source: Brealey et al., 2017
Here, compared to the competitor, MetLife, the performance of Atlantic American Corporation has been discussed below: 
I. Return on Equity (ROE):
MetLife's ROE of 8.25% is significantly higher than Atlantic American Corporation's ROE of 1.49%. This comparison indicates that the competitor, MetLife, is more effective in utilizing shareholder equity to generate profits compared to AAC in this case.
II. Current Ratio:
According to the above calculation, MetLife's current ratio of 110% indicates a healthier liquidity position compared to Atlantic American Corporation's ratio of 62.4%. So, here, MetLife has better ability to meet its short-term obligations using its current assets compared to the situation of AAC.
III. Debt-to-Equity Ratio:
Atlantic American Corporation's debt-to-equity ratio of 2.59x is considerably higher than MetLife's ratio of 0.68x in 2022. This indicates that Atlantic American Corporation relies more on debt financing relative to equity financing compared to MetLife which shows a higher risk for AAC.
IV. Asset Turnover Ratio:
Asset turnover ratio of 0.85x in MetLife indicates more efficient utilization of assets to generate sales compared to Atlantic American Corporation's ratio of 0.51x. So, the peers of AAC is being more efficient in managing their available assets in the competitive market than Atlantic American Corporation. 
To recommend actions that can help the business to ensure a better picture in their financial statements, the following areas might be suggested: 
· The business needs to carefully manage its existing leverage first so that it can lower its debt levels in the business and try to achieve a more balanced capital structure in the business. Refinancing debt at favorable terms and optimizing capital allocation to minimize financial risk can be done in this case to ensure a better outcome from the business management. 
· Enhancing asset utilization can be done to ensure a better asset turnover by the business in their business operation. Optimization of the investment strategies which generates profitability for the business can help the business in this case to identify areas where their investments can be relocated to get a higher yield from the business investments in the market. 
· Atlantic American Corporation can create strategic partnerships with more businesses soi that they can reduce the related costs of the business in this case. the competitive position of the business can be improved if the business can leverage their position with newer technologies in their business that can track their business performance over time and suggest steps that needs to be done to get a better result from their existing effort to move the business success ahead of the other competitors in the similar industry in this case. 
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To invest in a business project different types of calculations need to be done so that the outcome from the chosen project can meet the expectations of the investors. Payback Period (PBP), Accounting Rate of Return (ARR) and the Net Present Value (NPV) of the project calculation in this case can lead to the decision to choose the most effective and profitable option for the business to choose to invest. Below here, the calculation has been shown: 
	Year
	Project A 
	Project B 

	 
	Net cash flow £m
	Cumulative
	Net cash flow £m
	Cumulative

	0
	(5,000)
	
	(1,000)
	(1,000)

	1
	2,500
	(2,500)
	1,500
	500

	2
	2,000
	(500)
	1,000
	1,500

	3
	1,000
	500
	1,000
	2,500

	4
	(442)
	58
	(470)
	2,030

	  

	NPV
	($749.83)
	 
	$1,299.96 
	 

	Payback Period
	2.50
	Years
	1.67
	Years

	ARR
	25%
	
	76%
	



According to the above calculations, Project A has a negative NPV compared to Project B. So, in this criteria, Project B needs to be chosen as there will be a chance of making profits from the investment in Project B. 
The payback period of Project A is 2.50 years whereas Project B has a less time requirements if 1.67 years. So, in this case, the investment amount in the business can be easily received from project B as it will return the invested amount from the business from making profits in its operations. The average rate of return on Project A is very low as it has a higher initial investment need in the business. So, the ARR of Project A is 25% whereas the ARR of Project B is 76%.  Comparing the calculations of these two projects, Project B seems to be more lucrative and profitable for investment in this case. 
Now if the initial investments rise by 10% and the cash flows from the business operations reduce by 10%, the following outcome can be expected: 
	Year
	Project A 
	Project B 

	 
	Net cash flow £m
	Cumulative
	Net cash flow £m
	Cumulative

	0
	(5,500)
	
	(1,100)
	(1,000)

	1
	2,250
	(3,250)
	1,350
	250

	2
	1,800
	(1,450)
	900
	1,150

	3
	900
	(550)
	900
	2,050

	4
	(398)
	(948)
	(423)
	1,627

	 
	 
	 
	 
	 

	NPV
	($2,000.58)
	
	$50.36 
	

	Payback Period
	5.38
	Years
	1.74
	Years

	ARR
	21%
	 
	62%
	 



According to the calculation, Project A is still lagging behind as the outcome from Projecty B is more feasible for making investment in the business. With a view to achieving a more feasible outcome from choosing from both Project A and Project B, here, Project B alone can provide a positive return from the investment that has been made from the business. 
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Considering the cash flows that can be expected from investment options is very important as without analyzing the potential of an investment, the whole effort can end up in losses, which is not expected from a rational investment point of view. So, the calculation of payback period, Net Present value and Average Rate of Return to evaluate the effectiveness and rationale of an investment can have the following advantages: 
· Payback period indicates the time required to get back the invested amount from the business. It is a very simple metric for calculation and can provide very important insights from the business market. It emphasizes the liquidity position of the project over the years, so, it can provide a better understanding of the situation if the total situation can be analyzed utilizing this technique (Smart, Megginson, & Gitman, 2022). 
· Average rate of return is a very simple yet effective process to understand the profitability and the lucrativeness of the investment that is made in the business. It focuses on the profitability of the business on an average basis so that the profitability per year considering the initial investment made in the business can be understood (Moyer, McGuigan, & Rao, 2022). 
· The net present value of the whole cash inflow that are expected over the time period considering the cost of capital of the business, is calculated through this metric, so this considers the time value of money in the business market (Horngren et al., 2021). A clear projection of project profitability from the investment made in a particular project can be understood from such a metric. 
Along with advantages, there are some shortcomings of these metrices: 
· The payback period of a project ignores the time value of money and any other additional cash flows that might be received other than the project cash flows. 
· The average rate of return also ignores the time value of money. Besides, ARR can often be easily manipulated using different depreciation methods available. 
· The Net Present value of a project does not focus on the associated risks in the project, and it assumes that all the amounts will be reinvested in the business again. 
[bookmark: _Toc159960172]Non-financial Factors to Consider
Besides all these calculation techniques, the management needs to focus on some non-financial factors also so that they can ensure that the business practices can provide the business operations with a smooth transaction to grow. Some of these factors are as follows: 
· The potential impact on brand reputation of any decision made by the management needs to be assessed so that the outcome from the business can provide a positive response to the business alternatives. 
· The management should ensure that the strategies align with the company goals as without them the business might be directed in the wrong way. In this case, the expansion of the business can be riskier than the previous times. 
· Technological feasibility in the insurance business operations needs to be judged so that innovation can drive the business to get the maximum return out of the existing opportunities in the market. 
· Social and ethical considerations are very important for insurance businesses like Atlantic American Corporation as they depend on the trustworthiness among the customers to generate revenue from the business operations that they are adopting.
· Regulatory and environmental compliance is essential for getting the maximum return out of the business. As insurance business is very prone to legal environment if any issue arises, AAC needs to understand their surrounding legal environment before making a decision that can affect the lives of the policyholders of the business. 
[bookmark: _Toc159960173]Conclusion
As the insurance industry is growing around the world, people seeing the uncertainties mitigation techniques by these companies, there are ample opportunities for businesses like AAC to flourish mitigating the risks that the businesses are facing. Through taking necessary actions that can reduce the debt dependency of AAC, they can thrive in the market with a more efficient and effective management structure. 
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