


















(1) The purpose of a balance sheet is to show the financial status of a business at a specific point in time. In contrast, the income statement is to show up how much profit or loss a company generated during a reporting period. They can let managers know how their businesses are performing and whether they need to take corrective actions. Also, we can forecast the business results at the end of the year by using these two methods.

(2) Net income is the amount of accounting profit a company has left over after paying off all its expenses. It is essential because it used to express a company’s earnings. Therefore, it can demonstrate the success of their company.

(3) They are concerned about the net income because the company’s shareholders value depends on the management’s ability to increase sales, earnings, and free cash flow, which mean the net income increase. After that, their dividends and capital gains would be increased.


(4) Accounting to the findings, Mr. John Chan should be worried about the projected sales and the net income of 2019 as compared to that of 2018 because there is a significant loss. The actual purchase of 2018 is 1,200,000, and the projected sale of 2019 is 960,000. The net income of 2018 is 102,000, and that of 2019 is 42,200.

(5) Over the past years, Brighton Food has been in the action of paying some cash or a special bonus to Mr. John Chan to reward him for managing the company well for the net income growth. There is a condition for the payment of this bonus that each year, the net income growth must be kept at 10%. Brighton Food has also made a long-term loan from Western Bank, and one of the most important conditions is the ratio on return on assets be 10% annually. Western Bank is otherwise required to demand the repayment very fast, even when a bank loan is not due.

(6) Mr. Chan has a strange idea of creating several fictitious buyer companies that are great and consider the placement of purchase orders that are large in December 2019 on credit to Brighton Food to boost the sales number at the end of each year. This might not be of any help because this will lastly be canceled in January 2020 without any actual payment.
(7) According to the findings from Mr. Tim Lee, he mentioned that Brighton Food purchases its goods only from one single supplier, which costs 5-10% higher than other similar suppliers. I suggest they can purchase the products or inventories from more than one supplier and trade with less expensive suppliers in the market to lower their cost expenses. 
(8) Mr. Tim Lee comes up with the following findings after having enough study of the current business practices that will improve the future of the business.
i. The bright food bulk policy of purchasing has not been beneficial to the position of this company.

ii. One single supplier inventory like the Apex Food Manufacturing company Limited whereby the cost prices are between 5-10% higher than of the same suppliers in the market.

iii. Bright Food average account of the cash received is of seventy days while that of the same companies is usually thirty days. This results in bad debts.

iv. The amount of cash in the bank that belongs to the company is not making any interest.
v. The loan borrowed from the bank in terms of the long-term was borrowed a year ago with an annual interest of 12%.
vi. Bright Food will pay $15,000@$0.3 per share cash dividend to all its shareholders in a financial year within the first six months of being in business.
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