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Introduction to Management

Chapter 4 Management Functions |

Multiple,Choice,Questions,

1 Max is the manager of a health food restaurant. One of his duties is to promote the image of the
restaurant. Max is likely to be a manager.

A. first-line
. middle

B
C. top
D. line

2 Which of the following can be an effective goal for a free daily newspaper in Hong Kong?

A. Distribute more copies of the newspaper to people in Hong Kong.
Provide content of the highest quality to target readers

Increase advertising revenue by 5% this year
Satisfy the needs of all readers in Hong Kong

oaw

3 Which of the following statements is/are correct?

(1) Laissez-faire managers do not provide any instruction and guidance to workers.

(2) Participative managers have more information needed for decision-making than
subordinates do.

(3) Autocratic managers often change their decisions after asking for subordinates’ ideas.
A. (1) only
. (1) and (2) only

B
C. (2)and (3) only
D. (1), (2)and (3)

4 Laissez-fair leadership is most appropriate for

A. firemen.
designers.
teachers.

onw

accountants.
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Management Functions

Which of the following statements concerning division of labour is correct?

(1) Managers find it easier to supervise the operational process.
(2) Workers may have difficulty in shifting from task to task.
(3) Workers have to perform repetitive tasks.

A. (1) only

B. (3) only

C. (1)and (2) only
D. (1), (2) and (3)

What is the advantage for a company of applying the principle of unity of direction?

>

Conflicting instructions being given by two or more superiors can be avoided.
Managers find it easy to monitor the operational process.

The efforts of all workers can be directed towards achieving the same goals.

oSaQw

This helps create a better relationship between managers and subordinates.

Which of the following are the disadvantages of applying Management by Objectives?

(1) Managers may find it difficult to monitor their subordinates’ performance.

(2) Managers need to play an active role in the entire process.

(3) Managers need to spend a lot of time setting objectives with their subordinates.
(4) Managers and subordinates may focus only on long-term objectives.

A. (1) and (4) only
(2) and (3) only
(3) and (4) only
(1), (2) and (3) only

OSAw

A Japanese snack food chain employs a shop manager as its first-line management at its new
outlet in Causeway Bay. Which of the following are likely to be the shop manager’s duties?

(1) Monitoring daily operations at the outlet

(2) Planning to increase the company’s market share
(3) Resolving conflicts among staff

(4) Handling customers’ complaints

A. (1) and (3) only

B. (2) and (4) only

C. (1), (3) and (4) only
D. (1),(2),(3)and (4)
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Basics of Personal Financial Management

7 IMed is a pharmaceutical company listed on the Growth Enterprise Market (GEM) of the Hong
Kong stock exchange. Last year, IMed announced the discovery of a new medicine which could
cure a highly infectious disease without any side effects. Many hospitals ordered the medicine and
IMed’s stock price shot up 100% in a week.

Jack is the CEO of IMed. He finds that his company can now meet the Main Board’s listing
requirements. Therefore, he wants to list the company on the Main Board instead.

(a) What are the target companies of GEM? (2 marks)

(b) Explain the factor that led to the increase in IMed’s stock price. (3 marks)

(¢) What is the difference between the Main Board and GEM in terms of investment risk?
Explain. (3 marks)

(d) Based on your answer in part (c), explain why Jack wants to list the company on the Main
Board. (2 marks)
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Stock Trading as an Investment

Maple Air is the second largest airline in Country C. It has been listed on the stock exchange of
Country C for 20 years. In the past few months, a series of plane crashes have occurred, resulting
in hundreds of deaths and disappearances. Although none of the victims were from Country C, the
stock price of Maple air has still fallen 10% in recent months.

(a) What is a stock exchange? (1 mark)

(b) Explain the factor that has caused Maple Air’s stock price to fall in recent months. (3 marks)

(c) Will Maple Air’s stock price increase or decrease in the following situations? Explain your

answers.
(i) Oil prices increase. (3 marks)
(ii) Interest rates in Country C decrease. (3 marks)
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Answers: Business Environment and
Introduction to Management

Chapter 1 Hong Kong's Business Environment

M

| ultiple,Choice,Questions,

10
11

12

13
14
15
16
17
18

19

166 © Pearson

A

C  Statement (1) is incorrect. The increase in Hong Kong factory rents has led to the decline in secondary
production in Hong Kong.

B Statement (2) is incorrect. CEPA aims to promote trade and investment facilitation. It aims to reduce
barriers on substantially all the trade in goods (but not securities) between the two sides.

D Option D is incorrect. Few Hong Kong’s businesses choose to raise capital on the Mainland stock
market. However, many Mainland businesses raise capital on Hong Kong’s stock market.

A Statement (2) is incorrect. Hong Kong’s manufacturing industry has declined in recent years.
Statement (4) is incorrect. Few people have chosen to move their factories back to Hong Kong from the
Mainland due to Hong Kong’s high rent and labour costs.

B  Statement (3) is incorrect. Under globalisation, Hong Kong business firms obtain inputs from different
countries (i.e., global sourcing), instead of from a single country.

B Statement (3) is incorrect. Hong Kong has a simple taxation system. Its tax base is narrow.

C
(6
B Option (2): A self-employed artist is engaged in secondary production.

C  Statement (2) is incorrect. Not all professional qualifications are mutually recognised by the Mainland
and Hong Kong.
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20

21

22

23

24

25

26

27

28

29

30

Hong Kong's Business Environment

C  Statement (3) is incorrect. The allocation of resources is determined by market forces, rather than
government planning in Hong Kong.

A Statement (3) is incorrect. The manufacturing industry has declined in Hong Kong in recent years. Few
goods are manufactured in Hong Kong for export.

A Statement (2) is incorrect. The heavy reliance on the service sector in Hong Kong is not the result of the
government’s policy. Statement (3) is incorrect. Before the decline in secondary production, Hong Kong
had a lot of skilled labour in the manufacturing industry.

Sho rlt]Q uestions,

With the increase in the flow of capital under globalisation, Hong Kong firms can:

e diversify their investment around the world to reduce risk (by setting up production bases and business
overseas) to reduce risks. (2 marks)

* raise capital in other countries (by borrowing from overseas banks and listing on foreign stock markets) for
business expansion. (2 marks)

(Any other reasonable answers)

(a) Economic factors: Income level, purchasing power, economic performance (e.g., GDP), price level, etc.
(any two of the above, 1 mark for each example)

(Any other reasonable examples)

(b) Political and legal factors: Political stability, government policy (regarding licensing, rules and regulation
of retail business operations), etc. (1 mark for each example)

(Any other reasonable examples)

The possible reasons for setting up a regional headquarters in Hong Kong, instead of the Mainland are:

* Hong Kong has a free trade policy with little government intervention. Hong Kong allows a free flow of
capital and has no foreign exchange controls. All of these allow Alex to freely transfer capital in and out of
the territory so that he can make use of his capital to explore business opportunities. (3 marks)

¢ The government allows a free flow of information in Hong Kong. Alex can quickly obtain information
about changes in the business environment, which is useful for making timely business decisions.
(Any other reasonable answers) (3 marks)
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6 Financial Statements for
Sole Proprietorships (11)

Chapter 6 Financial Statements for Sole ‘

Proprietorships (ll)

Multiple,Choice,Questions,

1 What is the effect on capital when a business has incurred a loss?

A. Capital will decrease.
. Capital will increase.

B
C. There is no change in capital.
D. Cannot be determined

2 Which of the following is/are non-current liability/liabilities?

(1) A bank loan repayable within 12 months.
(2) A bank loan repayable after 12 months.
(3) A loan from Mr Lee, repayable after 12 months.

A. (1) only
B. (2) only
C. (1)and (2) only
D. (2)and (3) only

3 Which of the following would not appear in a statement of financial position?

(1) Working capital
(2) Loan capital
(3) Opening inventory

A. (3)only

B. (1) and (2) only
C. (2)and (3) only
D. None of the above

4 Which of the following is not a liability?

>

Bank loan

Bank overdraft
Capital

Loan to Mr Tang

caw

® Pearson Education Asia Limited 2015 97



NSS BAFS Compulsory Part Exam Practice 2

5 Which of the following does not affect working capital?

A. Accounts payable
Inventory

B
C. Loan capital
D

Bank overdraft

6 The closing capital of an enterprise increases if

A. the net profit earned equals the additional capital invested during the accounting period.

B. the net profit earned is less than the total drawings during the accounting period.

C. the additional capital invested is greater than the net profit earned during the accounting
period.

D. the additional capital invested is greater than the total drawings during the accounting
period.

7 Which of the following best describes non-current assets?

A. They can generate future economic benefits for the business.
They were purchased with the intention of resale.

B
C. They will be used in the business for a period of one year.
D

. They are not durable.

8 Which of the following about working capital is correct?

>

Working capital = Net current assets
Working capital = Net current liabilities

B
C. Working capital determines whether a firm has sufficient assets to meet all its liabilities.
D

. Working capital = Assets — Liabilities

9 Jack Ng started a business on 1 January 2014. He contributed non-current assets costing $159,000,
$10,000 in cash and inventory worth $2,350. The business earned a net profit of $35,000 for the
year. As at 31 December 2014, net current assets totalled $29,750 while the balances of
non-current asset balances remained unchanged. There were no non-current liabilities at the
year-end date.

Jack Ng’s drawings for the year amounted to

A. $5,250.

B. $15,250.
C. $17,600.
D. $47.350.
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2

5 Financial Statements for
Sole Proprietorships (1)

(b) Distinguish between returns inwards and returns outwards. (2 marks)

(a) Based on the following account balances, draw up for Tammy Ting’s business a
horizontal-style income statement for the year ended 30 June 2014: (9 marks)
Advertising expense $92.260 Discounts allowed $123,000
Water and electricity $110,070  Rent and rates $108,880
Insurance $9,300  Goods returned to suppliers $105,110
Overdraft interest $2,150 Goods returned from customers $90,000
Inventory as at 1 July 2013 $292,920  Sales $5,488,840
Purchases $2,123,990 Commission revenue $150,000
Discounts received $201.870 Telephone expense $19,900
As at 30 June 2014, inventory was valued at $294,080.

(b) How should trade discounts be treated in the books? (1 mark)

© Pearson Education Asia Limited 2015
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NSS BAFS Compulsory Part Exam Practice 2

(B) Benny So operates a business making picture frames. During the accounting period, he
purchased raw materials from suppliers for $350,000 and sold furnished picture frames for
$80,000. At the end of the period, Benny So did not report some of the purchases in the
income statement for the period as they were not paid for. What accounting principle or
concept was violated? (3 marks)

8 (A) For each of the independent situations described below, state the accounting principle or
concept that has been violated and prepare the correct accounting entries. (4 marks)

(a) A piece of specialised equipment was purchased for $20,000. The owner believed that it
could only fetch $10,000 if it were to be resold. The following accounting entries were

made:
Dr Cr
$ $
Equipment 10,000
Loss on purchase of equipment 10,000
Bank 20,000

(b) The owner withdrew $40,000 from the business bank account to pay for his family’s
holiday trip expenses. The bookkeeper recorded the transaction as follows:

Dr Cr
$ $

Travelling expenses 40,000
Bank 40,000
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HKDSE BAFS
Mock Exam Paper

Business, Accounting and
Financial Studies

Mock Exam Paper

Paper 1

Time allowed: 1 hour 15 minutes

Instructions:

1 There are two sections in this paper: Section A (60 marks) and Section B (30 marks).

2 Answer ALL questions in Section A and Part 1 of Section B (20 marks). For Part 2
of Section B (10 marks), answer ONE of the TWO questions.

3 You should mark only ONE answer for each multiple choice question. If you mark
more than one answer, you will receive NO MARKS for that question.

4 No marks will be deducted for wrong answers.

Name:

Class : (



NSS BAFS Compulsory Part Exam Practice 2

Part 2

Answer one of the two questions in this part. (Total: 10 marks)

4 Jane has been operating a convenience store for years. She is entitled to all the profits made by her
business, and she needs to bear unlimited liability for her business.

(a) State the form of business ownership of her business. (1 mark)

She is now considering expanding her business. A bank offered her a three-year, $100,000 loan
with an interest rate of 10% per annum. Both the principal and interest are repayable three years
later.

(b) Suppose Jane accepts the offer. Calculate the amount repayable after the end of three
years. (2 marks)

(c) Jane finds the interest burden from obtaining a bank loan to expand her business too heavy.
Can she raise funds from the public instead? Briefly explain. (2 marks)

(d) Given the following figures about Jane’s business: bank $200,000; trade payables $100,000;
trade receivables $50,000; inventory $50,000; premises $500,000. Calculate for Jane the
current ratio of her business before and immediately after obtaining the bank loan. How does
the bank loan affect the liquidity of her business? (5 marks)

(Total: 10 marks)
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