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Time Allowed 2 hours 30 minutes 

Examination Assessment Allocation  

Objective Type / Task-based Questions 100 Marks     All questions are compulsory 

 

This pilot examination paper simulates a typical examination paper that assesses 
candidates' core foundational technical knowledge of the subject matters, and their 
skills in applying the knowledge to tackle routine professional problems, including 
computations.  Mark(s) for each question is set in accordance with its level of difficulty. 
 
The sample questions in this paper are to help candidates familiarise themselves with 
the form and style of questions which they may see in the Module 7 examination. The 
sample questions and answers are for reference only, and the content may not have 
been updated to reflect any changes in relevant standards or legislation. 
 
You should answer all questions in this paper and allocate approximately 1.5 minutes 
for each mark.  
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SECTION A – OBJECTIVE TYPE QUESTIONS (Total 41 marks) 

 

Answer ALL questions in this section.  Together they are worth 41% of the total marks for this 

examination.  Answers must be written in full; short forms and abbreviations may not be 

awarded marks. 
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*   *   *   END OF SECTION A   *   *   * 
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SECTION B –TASK-BASED QUESTIONS (Total: 59 marks) 
 

Answer ALL questions in this section.  Together they are worth 59% of the total marks for this 

examination.  Answers must be written in full; short forms and abbreviations may not be 

awarded marks.  
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*   *   *   END OF EXAMINATION PAPER   *   *   * 
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Answers 
 

  

 

The purpose of the suggested answers is meant to help candidates in their revision and 

learning.  
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Questions Answers Marks Allocation 

1 C 2 

2 B 2 

3 D 2 

4 D 2 

5 D 2 

6 B 2 

7 D 2 

8 B 2 

9 D 2 

10 A 2 

11 

(i) EVA® and RI  

(ii) RI 

(iii) EVA® 

(iv) EVA® 

(v) EVA® 

 

5 

12 A,B,C,D 2 

13 
Acceptance/ Avoidance/ Ignorance/ 

Mitigation/ Transfer/ Retention/ Reduction  

3 

14 A 2 

15 

(i) Weak-form efficiency 

(ii) Strong-form efficiency 

(iii) Semi strong-form efficiency 

 

3 

16 B 2 

17 C 2 

18 A,B,C,D,E,F 2 

19(a) 

Current ROI  

Division A = 0.15 

Division B = 0.20 

Division C = 0.22 

 

Current RI 

Division A = 0 

Division B = 6,250,000 

Division C = 3,500,000 

 

3 

 

19(b) 

New ROI  

Division A = 0.16 

Division B = 0.20 

3 
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Questions Answers Marks Allocation 

Division C = 0.21 

 

New RI 

Division A = 750,000 

Division B = 7,000,000 

Division C = 4,250,000 

 

19(c) A,B,C 2 

19(d) A,C 2 

20(a) 

Expected return of WeTalk = 0.15 

Expected return of FacePage = 0.13 

Beta coefficient of WeTalk = 1.23 

Beta coefficient of FacePage = 0.99 

6 

20(b) 
Total risk of WeTalk = 0.05 

Total risk of FacePage = 0.13 

4 

20(c) True 1 

20(d) False 1 

20(e) True 1 

20(f) False 1 

21(a) A,B 2 

21(b) B,C,D 2 

21(c) True 1 

21(d) False 1 

21(e) A,B 2 

21(f) A 2 

21(g) C 2 

21(h) A,B,E 2 

21(i) False 1 

22(a) 
Cost of equity = 13.73% 

Cost of preferred stock = 6% 

4 

22(b) D 2 

22 (c) 

Total market value of equity is 

HK$7,552,500,000 

Total market value of preferred stock is 

HK$2,625,000,000 

Total market value of cost of debt is 

HK$4,699,417,007 

Total market value of equity, preferred stock 

and cost of debt is HK$14,876,917,007 

2 
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Questions Answers Marks Allocation 

22 (d) D 2 

22 (e) 

Forecasted cash flow for Year 10 
 HK$ 
Revenue/ Cash inflows 4,780,000 
Less: Repairs and 

maintenance expenses 

678,000 

 Depreciation 1,720,000 

Earnings before tax 2,382,000 

Less: Tax 833,700 

Earnings after tax 1,548,300 

Add: Depreciation 1,720,000 

Operating cash flow 3,268,300 
Add: Residual value of the 

truck 

1,300,000 

Net cash flow 4,568,300 
 

6 

22 (f) B 2 

22 (g) A 2 

 

 


