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SECTION'B (40 marks)

1. ' A business should be responsible to various stakeholders. List three types of stakeholders in a construc
company and explain how the company can fulfill its social responsibilities to each of them. (6 marks
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2. Glassy Ltd and Pearl Ltd are competitors in the same industry. Based on the following information, comment
on the liquidity of Glassy Ltd in 2011. (6 marks)
: Glassy Ltd \ Pear]l Ltd | Industrial Average
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3. Ms Li is considering purchasing a mobile phone at a price of $4800, using instalment plan. The following
instalment plans are available: ‘

Plan A: 12-month interest-free instalments with a handling fee of 5% on the price of the mobile phone. The

handling fee is spread equally over the instalment period and payable at the end of each month with
the instalment. : -

Plan B: 12-month equal instalments with an interest of 1% per month on the outstanding principal payable at
the end of each month. (The present value of an annuity of $1 for 12 periods is 11.255.)

(a) Calculate (to two decimal places) the respective amount of monthly instalment to be paid under
Plan A and Plan B. Show your workings. ' (4 marks)
Plan i > %800 x ([+.87 )
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(b) Which instalment plan should Ms Li adopt?, Explain. (2 marks)
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4.
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®) Which type of financial risk cannot be avoided even if Mr Lam shifts part of his investment to ‘blue-
chips’? Explain. (2 marks)
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5. (a) Give two reasons why businesses have to prepare financial statements. (2 marks)
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5. ®

Rent and rates
- Salaries

.~ Sales
— Purchases
_ Returns inwards
Returns outwards
Carriage outwards
Discounts allowed

Mr Cheung has a retailing firm. He knows little about book-keeping and has trouble pre
financial statements for the firm. Based on the following information, prepare for his busini
income statement for the year ended 31 December 2011. (6 m

" Inventory (1 January 2011)
_ Inventory (31 December 2011)
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6. Ms Lo owns thrée small boutiques. In order to enhance the operations and internal communicatl
¢ompany, she seeks advice from a management consultant. The consultant recommends Ms Lo to
‘flat-type’ organisational structure and use electronic means of communication to improve the situation.
(a) Compare the difference between a ‘tall-type’ and a ‘flat-type’ organisational structure in terms of

¢9) organisational layers (1 mark)
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(b) Give two reasons why Ms Lo should adopt 2 ‘flat-type’ organisational structure. (4 marks)
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(©) List two advantages of using electronic means of communication in the internal communication of
the boutiques. (2 marks)
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SECTION B (40 marks)

1. A business should be responsible to various stakeholders. List three types of stakeholders in a construct
company and explain how thyompany can fulfill its social responsibilities to each of them. (6 marks
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2. Glassy Ltd and Pear] Ltd are competitors in the same industry. Based on the following information, commefnta
on the liquidity of Glassy Ltd in 2011. (6 mar
Glassy Ltd Pearl Ltd Industrial Average
Current ratio 2.8:1 2.0:1 1.9:1
Quick ratio 1.0:1 1.1:1 1.0:1
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3. .Ms Li is considering purchasing a mobile phone at a price of $4800, using instalment plan. The following
instalment plans are available:

Plan A: 12-month interest-free instalments with a handling fee of 5% on the price of the mobile phone. The
handling fee is spread equally over the instalment period and payable at the end of each month with
the instalment.

Plan B: 12-month equal instalments with an interest of 1% per month on the outstanding principal payable at
the end of each month. (The present value of an annuity of $1 for 12 periods is 11.255.)

(a) Calculate (to two decimal places) the respective amount of monthly mstalment to be paid under
Plan A and Plan B. Show your workings. (4 marks)
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Dian # %%V/(/ff?) heter~ (1 T m) .
=‘ZT/V/Y// =% oy Ié X

Plav B =k ¢fe® 5 ). x5 T ]

= % [Yovy )\

®) Which instalment plan should Ms Li adopt? Explain. / (2 marks)
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4, Mr Lam plans to use all of his savings to buy ‘third-liners’ listed on the Growth Enterprise Market.
suggests him to diversify risk by switching some of his investment to ‘blue_(-‘clilps hsted on the Main
/74 /o
(a) Give two differences between ‘third-liners’ and ‘blue-chips’ from the mvestors perspective.
6 (4 marks)
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(b) Which type of financial risk cannot be avoided even if Mr Lam shifts part of his investment to ‘blue-
chips’? Explain. (2 marks)
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5. (@ Give two reasons why businesses have to prepare financial statements. (2 marks)
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5. ® Mr Cheung has a retailing firm. He knows little about book-keeping and has trouble prep
financial statements for the firm. Based on the following information, prepare for his busin€
income statement for the year ended 31 December 2011. (6m

$
Rent and rates 22 000
Salaries }1/000
Inventory (1 January 2011) Dpevivey - 45 000
Inventory (31 December 2011) c{oﬁw) 38 000
Sales 188 000
Purchases 92 100
Returns inwards | - 5500
Returns outwards 7 -+ 4 /ﬂf)
Carriage o‘utwards 2 - 1,900
Discounts allowed _ 2700
— ey )
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6. Ms Lo owns three small boutiques. In order to enhance the operations and internal communica
company, she seeks advice from a management consultant. The consultant recommends Ms Lo to
‘flat-type’ organisational structure and use electronic means of communication to improve the situation.
(a) Compare the difference between a ‘tall-type’ and a ‘flat-type’ organisational structure in terms of

1) organisational layers (1 mark)
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®) Give two reasons why Ms Lo should adopt a ‘flat-type’ organisational structure. (4 marks)
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(© List two advantages of using electronic means of communication in the internal communication of
the boutiques. (2 marks)
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