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GENERAL INSTRUCTIONS 

(1) There are TWO sections, A and B, in this Paper. Section A consists of multiple-choice questions and
Section B contains short questions.

(2) Answer ALL questions in Section A. There are two parts in Section B: Answer ALL questions in Part 1
and ONE of the two questions in Part 2.

(3) Answers to Section A should be marked on the Multiple-choice Answer Sheet while answers to Section
B should be written in the Answer Book. In the Answer Book, start EACH question (not part of a
question) on a NEW page.

(4) The Answer Sheet for Section A and the Answer Book for Section B must be handed in separately at the
end of the examination.

INSTRUCTIONS FOR SECTION A (MULTIPLE-CHOICE QUESTIONS) 

(1) Read carefully the instructions on the Answer Sheet. After the announcement of the start of the
examination, you should first stick a barcode label and insert the information required in the spaces
provided. No extra time will be given for sticking on the barcode label after the'Time is up'
announcement.

(2) When told to open this book, you should check that all the questions are there. Look for the words'END
OF SECTION A'after the last question.

(3) All questions carry equal marks.

(4) ANSWER ALL QUESTIONS. You are advised to use an HB pencil to mark all the answers on the
answer sheet, so that wrong marks can be completely erased with a clean rubber. You must mark the
answers clearly; otherwise you will lose marks if the answers cannot be captured.

(5) You should mark only ONE answer for each question. If you mark more than one answer, you will
receive NO MARKS for that question.

(6) No marks will be deducted for wrong answers.

Not to be taken away before the 
end of the examination session 
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6. Which of the following statements about small and medium enterprises (SMEs) in Hong Kong are correct?

(1) An SME employs fewer than 50 persons.
(2) SMEs contribute a majority of employment opportunities in Hong Kong.
(3) SMEs often provide products and services that complement large companies.

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

7. Which of the following are participants in the financial market?

(1) listed companies
(2) commercial banks
(3) securities brokers

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

8. Which of the following statements about credit cards are correct?

(l) A credit hm1t 1s set.
(2) A minimum payment is set for the outstanding balance.
(3) Interest will not be charged on the remaining balance if the minimum payment is made before the

due date.

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

9. As at 31 December 2013, Quinton Company had current liabilities amounting to $60 000 and its current
ratio was 3: 1 and quick ratio was 2: I. What was the amount of its inventory on that date?

A. $60 000
B. $120 000
C. $180 000
D. $240 000

10. In the trial balance, if the total of debit balances is larger than the total of credit balances, it means that

A. there is a loss for the year
B. there is an error in the double entries
C. there is insufficient capital to run the busines_s
D. the amount of total assets is larger than the total liabilities
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15. Which of the following is/are the example(s) of economic factors that might affect the business of a
jewellery shop in Hong Kong?

(1) There is an increase in the income and consumption power of mainland tourists.
(2) The mainland government allows residents of more cities to come to Hong Kong for individual

VISltS.
(3) The cross-border transport facilities are improved.

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

16. On 30 December 2013, a firm bought a motor van and made a payment of$150 000 by cheque. The van's
list price was $243 000 and a trade discount of $15 000 was given. As at 31 December 2013, its market
value had fallen to $200 000. The van should be recorded at in the statement of financial
position as at 31 December 2013.

A. $150 000
B. $200 000
C. $228 000
D. $243 000

17. Mr Chan is the general manager of a large supennarket chain. He sets a target for the chain: "We will
increase the sales volume of the Kowloon area by 10% as soon as possible." Which of the following
criteria for setting good objectives is/are NOT met in this target?

(I) specific
(2) time-bound
(3) measurable

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

I 8. How will an increase in discounts received affect the gross profit and net profit? 

Gross grofit Net grofit 
A .  unchanged unchanged 
B . unchanged mcreases 
C .  mcreases unchanged 
D . m

． 

creases tn
． 

creases 

19. Which of the f 11 
. 

o owmg accountmg ratios can be calculated when only the income statement is provided?

(1) net profit ratio
(2) quick ratio
(3) return on capital employed

A. (1) only
B. (2) only
C. (3) only
D. (l)and (3)only
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25. Conducting questionnaire surveys to understand customers'needs is a part of

26. 

A . operations management
B. marketmg management
C. information management
D. risk management

An asset is classified as a current asset on the statement of financial pos1tion訌

A. was purchased on credit more than 12 months ago
B. was purchased in cash in the last 12 months
C. is to be sold within 12 months
D. is to be used for over 12 months

27. Which of the following financial products carries the highest investment risk?

A savmgs deposits 
B. time deposits
C. preference shares
D. ordinary shares

28. Maintaining a good personal credit record is important because it will . 

(1) lower the cost of loans
(2) increase the chance of getting loans
(3) increase the upper limit of70% on mortgage loans from banks

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

29. Miss Lee drew a personal cheque to pay an electricity bill for her business. Which of the following double
entries for the business is correct?

啕 � 
A. drawings cash at bank 
B. drawings capital 
C. electricity expenses cash at bank 
D. electricity expenses capital 

30. Which of the following statements about Asia-Pacific Economic Cooperation is correct?

A. It provides loans to developing countries in the Asia-Pacific region.
B. It supports sustainable economic growth in the Asia-Pacific region.
C. It settles trade disputes among countries in the Asia-Pacific region.
D. It issues certificates of origin for products manufactured in the Asia-Pacific region.

END OF SECTION A 
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4. Tom plans to get married and buy a flat three years later. The budgeted price of the flat is $3 000 000. The
down payment will be 30% of the flat's price. To save up for the down payment, Tom decides to make a
time deposit in a bank.

(a) If the bank offers an annual interest rate of2% for the time deposit, how much money does Tom have
to deposit today? (Note: Interest is compounded annually. Correct all amounts to the nearest dollar.)

(2 marks) 

(b) A friend of Tom advises him to invest the sum of money in securities for higher return. Given that
Tom needs the amount three years later for the down payment on the flat, would you advise him to
mvest in government bonds or ordinary shares? Explain why. (3 marks)

Part 2 (10 marks) Answer ONE question in this part. 

5. Mike sells imported tableware to restaurants. The following balances were obtained from the books of
accounts as at 31 December 2013:

＄ 

Accounts payables 15 000 
Accounts receivables 27 000 
Bank loan (repayable in March 2015) 22 000 
Bank overdraft 11 000 
Capital, 1 January 2013 
Furniture and fixtures 63 000 
Inventory 7 000 
Net profit for the year 3 800 
Rental deposit 20 000 

(a) Prepare for Mike the statement of financial position as at 31 December 2013. (5 marks) 

Mike learns from a research report that the materials of some of his inventory may be harmful to people's 
health. He plans to give away these items as free gifts to his customers, without mentioning the potential 
health hazards. His wife warns him that this is an unethical practice and will adversely affect his business. 

(b) If Mike decides to give away those items as planned, explain two possible adverse impacts on his
business. (4 marks) 

(c) Apart from customers, identify another stakeholder of Mike's business.
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6. Sunshine Department Store had the following financial information for the year ended 31 December 2013:

＄ 

Carriage inwards 9 000 
Inventory, l January 2013 80 000 
Inventory, 31 December 2013 60 000 
Purchases 120 000 
Rent and rates 48 000 
Return inwards 2 000 
Sales 268 000 
Sundry expenses 30 000 

(a) Prepare an income statement for Sunshine Department Store for the year ended 31 December 2013.
(5 marks) 

Two managers of the same rank, David and Ellen, together supervise all the shop assistants. One day, an 
assistant in the sportswear section took sick leave and David assigned a newly employed assistant to take her 
place. He asked her to serve customers in the section for the rest of the day. At noon, Ellen asked this 
assistant to deliver a document to a supplier. 

(b) (i) What principle of effective management has been violated in the above case?

(ii) Suggest two problems that might arise when the principle in (i) is violated.

END OF PAPER 
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