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Question 1  
(a)  
Social factor, BiteRush should assess local demand for fast food like, population 
density, footfall in target areas, tastes and dietary preferences, as local prefer fast food 
culture for the fast pace working environment, it could have a higher profit. (2)  
 
Economic factor, consider costs in HK like rent, wages, utilities, licensing, food 
supply costs. High rental and labour costs in Hong Kong may raise operating costs 
and affect location choice and pricing strategy. It could result a lower profit. (2) 
 
(b) Suggest two reasons why BiteRush could develop into a public limited company. 
(4 marks) 
 
Increase the source of capital  
Converting to a public limited company and issuing shares via IPO lets BiteRush raise 
large funds from the public to finance. (2) 
 
Limited liability  
The shareholders loss limited to their own investment. (2) 
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Question 2  
Given: annual cash inflow = $230,000 for 3 years; initial cost = $600,000; scrap value 
at end of year 3 = $100,000; discount rate r = 5%. 
 
(a) 
Year 1 PV = 230,000 / (1.05)^1 = 219,047.62 
Year 2 PV = 230,000 / (1.05)^2 = 208,616.78 
Year 3 PV (cash flow) = 230,000 / (1.05)^3 = 198,683.60 
PV of scrap value at year 3 = 100,000 / (1.05)^3 = 86,416.35 
 
Total PV of inflows = 219,047.62 + 208,616.78 + 198,683.60 + 86,416.35 = 
712,764.35 
 
NPV = Total PV inflows − initial cost = 712,764.35 − 600,000 = 112,764.35 
 
Answer (to two decimal places): NPV = $112,764.35 (3 marks) 
 
(b)  
invest in shares (1)  
 
Higher expected return  
Shares typically offer higher expected returns than bonds. (2) 
 
Have voting rights  
As the company could bought shares, they have the voting rights to affect the 
company policy. (2)  
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Question 3  
 
(a) Which management is responsible for acquiring the talents? Explain another two 
functions of this management. (5 marks) 
 
Human resource management(1) 
 
Training and development  
HRM organises induction, on-the-job training and skills development so trainees gain 
required competencies; ensures workforce capability matches business needs. (2) 
 
Performance appraisal and compensation  
HRM sets performance evaluation systems, gives feedback, and designs 
remuneration/rewards to motivate employees and link pay to performance. (2) 
 
(b) Which principle of effective management is violated? Explain. (3 marks) 
 
unity of command  (1 ) 
: 
Unity of command requires each subordinate to have only one immediate superior to 
avoid confusion and conflicting instructions. Appointing two managers to every 
trainee gives dual authority, causes possible conflicting directives, unclear 
responsibility, reduced accountability and inefficiency. (2)  
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 2 
 = $230,000  3  = $600,000  3 

 = $100,000  r = 5%  
 
(a) 

 1  = 230,000 / (1.05)^1 = 219,047.62 
 2  = 230,000 / (1.05)^2 = 208,616.78 
 3 = 230,000 / (1.05)^3 = 198,683.60 
 3  = 100,000 / (1.05)^3 = 86,416.35 

 
 = 219,047.62 + 208,616.78 + 198,683.60 + 86,416.35 = 712,764.35 

 
 NPV =  −  = 712,764.35 − 600,000 = 

112,764.35 
 

NPV = $112,764.35 3  
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