
Marking Schemes 

This document was prepared for markers'reference. It should not be regarded as a set of model 
answers. Candidates and teachers who were not involved in the ma「king process are advised to 
interpret its content with care. 

General Notes on Ma「king

1. Teachers are strongly advised to conduct their own internal standardisation p「ocedures using the marking
scheme before the actual marking begins. After standardisation, teachers should adhere to the marking
scheme to ensure a uniform standard of marking within the school.

2. The marking scheme may not exhaust all possible answers for each question. Teachers should exercise their
professional discretion and judgment in accepting alternative answers that are not in the marking scheme, but
are correct and well•reasoned.

3. In questions asking for a specified number of reasons or examples etc., and a student gives more than the
required number, the extra answers should not be marked. For instance, in a question asking students to 
provide two examples, and a student gives three answers, only the first two should be marked. 

4. The general guidelines for points which are awarded Oto 3 marks each are as follows: 

。 mark

1 mark 

2/3 marks 

irrelevant or ambiguous answers 

relevant phrases containing key words that answer the question 

a relevant point or answer with a brief explanation of the concept/key words and/or 
illustration of how it is related to the given scenario 

PAPERl 

SECTION A (60 marks) 

Question No. Key Question No. Key 
1. A(42%) 16. B(50%)
2. D(59%) 17. C(41%)
3. B (66%) 18. C(75%)
4. D (81%) 19. B(74%)
5. A(790/o) 20. A(61%)

6. C(62%) 21. C(76%)
7. C(85%) 22. A(80%)
｀ B(85%) 23. 0(33%)
9. A(70%) 24. B(71%)

10. D(S6%) 25. D(60%)

11. A(53%) �6. C(28%)
12. C(56%) 27. D(66%)
13. B(&8%) 28. A(76%)
14. D(58%) 29. C(76%)
15. B (51%) 30. B(63%)

Note: Figures in brackets indicate the percentages of candidates choosing the correct answers. 
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SECTION B PART 1 (20 marks) 

QUESTION 1 

(a) 

(b) 

Drawings 
Purchases 

- business entity concept

Journal 

a firm and its owner(s) are separate entities
Takeover of business's inventory by the owner should be recorded in the 

drawings account so as to decrease the capital amount 
purchases account so as to avoid overstating the cost of goods sold 

(1 mark for each relevant elaboration, max. 2 marks) 

QUESTION2 

(a) Its share price will increase
because

personal income increases 
people are more willing to buy/invest in property 
the profitability of the property development company increases 

(1 mark for each relevant elaboration, max. 2 marks) 

(b) Ways:
assess the general performance of shares listed in Hong Kong
compare performance of the Hong Kong stock market over time 
compare performance among different stock markets 

(2 marks for each relevant way, max. 4 marks) 

QUESTION3 

Dr Cr 
＄ ＄ 

500 
500 

Marks 

1 
1 

1 

Max.2 

5 marks 

Marks 
1 

Max.2 

Max.4 

7 marks 

Marks 
(a) Reasons: Max. 4 

expansion of the chain in Hong Kong at a lower cost 
stable income: receive franchise fees regularly and share franchisees'profits 
easy access to the Hong Kong market: franchisees are more familiar with the local 
business environment 

(2 marks for each relevant reason, max. 4 marks) 

(b) Legal factors: Max. 2 
regulations related to restaurant licensing: e.g. Fire Services Ordinance/Building 
Ordinance 
other ordinances: e.g. the Minimum Wage Ordinance, the Employment Ordinance, etc. 

(2 marks for each relevant legal factor, max. 2 marks) 

Cultural factors: 
tastes and preferences of the target customers in Hong Kong Max. 2 
demographic structure/ population structure of Hong Kong: e.g. age, gender, race, etc. 

(2 marks for each relevant cultural factor, max. 2 marks) 
8 marks 
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PART 2 (10 marks) 

QUESTION4 Marks 

(a) (i) Gross profit ratio = $40 000/$100 000 x 100%

(ii) Net profit ratio $10 000/$100 000 X 100% 

40% 

10% 

(iii) Return on capital employed = $10 000 x 100% 
($30 000 + $37 000)/2 

(b) John's supermarket:
has higher gross profit ratio but lower net profit ratio 
is poor in controlling expenses /administrative arrangements 

29.85% 

(c) (i) Management by Objectives:
the superiors and the subordinates set the fum's objectives together 

(ii) Advantages: Max. 2 
subordinates are more committed as they have better understanding of the 
fmn's objectives 
facilitates control on subordinates'progress 

(2 marks for each relevant advantage, max. 2 marks) 

Disadvantages 
time-consuming 
increased workloads of superiors and subordinates 

(2 marks for each relevant disadvantage, max. 2 marks) 

QUESTIONS 

(a) (i) Working capital = $40 000 -$30 000 = $10 000

Max.2 

10 marks 

Marks 

(ii) Current ratio

(iii) Liquid ratio

$40 000/$30 000 = 1.33 : 1 

$6000/$30 000 = 0.20 : I 

1

1

(b) - The liquidity of John's supermarket is poor due to the low current ratio and liquid 
ratio 

it has difficulty in meeting its immediate debts 
its current assets are tied up in inventory 

(1 mark for each relevant point, max. I mark) 

(c) (i) Controlling:
- ensures that activities are in line with the plan 

(ii) Step 1: set performance standards
Step 2: measure actual performance
Step 3: compare actual performance with the standards
Step 4: take corrective actions
(1 mark for each correct step in sequence, max. 4 marks)

Max. l 

Max.4 

10 marks 

END OF PAPER l 
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