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General Comments 
 
This paper has ten compulsory questions. All questions carried equal marks, i.e., ten marks for each of the 
questions.  Questions one to seven were knowledge type questions. Questions eight to ten were analysis type 
questions, which required the candidates to demonstrate their abilities to analyze a factual problem and apply 
what they had learnt to solve the problem.  
 
Most candidates attempted all questions. For knowledge type questions, most candidates did not perform well in 
questions 2(b), 4, and 6. Candidates performed satisfactorily in other knowledge type questions. 
 
As regards the analysis type questions, most of the candidates were able to identify the areas of law being 
examined by the questions, though there were candidates thought incorrectly that question 9 was about 
partnership. Most candidates did well in question 8. It is the examiner’s observation that most of the candidates 
had improved their abilities in answering analysis type questions by making attempt to apply the law to the 
salient facts of those questions and arriving at conclusions of their own.  
 
Marks scored by the candidates were widespread. There were a few candidates who had a very good 
performance and scored high marks. In general, performance of the candidates was not as good as the examiner 
had expected. 
 
Specific Comments 
 
Question One 
The question invited the candidates to demonstrate their knowledge in the relationship between statutory law and 
case law in the Hong Kong Special Administrative Region (‘HKSAR’). 
 
The majority of the candidates were able to write down what a piece of legislation is about and the rules adopted 
by the court in interpreting the legislation. Very few of the candidates could show their knowledge over the area 
being examined by this question. 
 
There were candidates who wrote down the Basic Law, the legislation and the court system. It appeared that 
these candidates had just focused on those areas when they prepared for the examination. 
 
Most candidates had a satisfactory performance in this question.  
 
Question Two 
The question related to contract and had two parts. Part (a) tested the candidates’ knowledge in the postal rule 
and part (b) invited the candidates to show their knowledge in the doctrine of privity of contract. 
 
For part (a), the majority of candidates had a satisfactory performance -most of them knew that the rule only 
applied to acceptance. Nevertheless, not many of the candidates were able to state clearly the exceptions to the 
rule. 
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There were also candidates who, form their answers, appeared to have no knowledge about this rule. 
 
As regard part (b), while most of the candidates could show in their answer that a third party to a contract 
cannot enforce the contract, not many candidates could demonstrate in their answers that the third party also 
cannot enforce the contract. 
 
There were exceptions to the doctrine, however.  Just a few candidates could provide information over this 
aspect.  
 
In general, the majority candidates did not perform well in this question, and the performance of the candidates 
in general was not as good as the examiner had expected. 
 
Question Three 
The question invited the candidates to show their knowledge in the nature of contractual duties in part (a) and 
their knowledge in the nature of the law of tort and criminal law in part (b). 
 
In part (a), the majority of the candidates had knowledge in the liabilities of a contracting party who is in breach 
of the contract.  
 
As regard part (b), most candidates had knowledge in the difference in tortious liabilities and criminal liabilities. 
Nevertheless, not many of the candidates were able to show that both of the liabilities are sourced from law, be it 
from common law or statutory law.  
 
There is one thing in common in the candidates’ answers to both of part (a) and part (b). Very few candidates 
could show in their answers about the principles in contract and in tort being utilised by the court in determining 
the damages suffered by an innocent party after the breach of a contract or the commission of a tort. 
 
There were also candidates who had no idea as to what tortious liabilities are about and they just referred to the 
tort of negligence without explaining the nature of tort in general. 
 
Most of candidates had a satisfactory performance in this question. Nevertheless the examiner had expected a 
better performance by the candidates in this question. 
 
Question Four 
The question invited the candidates to show their knowledge in the concept of usual authority in part (a) and the 
formation of an agency relationship by ratification in part (b). 
 
Most candidates demonstrated in their answers that they had some general knowledge over agency law. 
However, not many candidates had a clear knowledge about usual authority, which has been examined several 
times in the past. 
 
Performance of the candidates in part (b) was better than their performance in part (a). The majority of 
candidates had a clear idea as to the liabilities of a principal when the principal ratifies the contract. 
Nevertheless, the conditions for a ratification to be validly made were just mentioned by a few. 
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The overall performance of the candidates in this question was satisfactory although the marks scored by the 
candidates were a bit widespread as the result of the reason mentioned. 
 
Question Five 
The question invited the candidates to demonstrate their knowledge of the duties imposed by the Companies 
Ordinance (Cap 32) on the auditor of a company. 
 
Most candidates had a satisfactory performance in the question about the general scope of duties of the auditor. 
This reflects that most of the candidates had awareness over the role being played by an auditor in a company. 
 
The problem with most answers was that information from the candidates was not specific enough. Some of the 
candidates just mentioned about the right an auditor in the general meeting of a company. There were also 
candidates who just wrote down the procedure for dismissing an auditor from his office.  
 
In general, the candidates had a fair performance in this question although marks scored by the candidates were 
widespread.  
 
Question Six 
The question was divided into two parts. Part (a) invited the candidates to show their knowledge in the statutory 
definition of a prospectus and part (b) invited the candidates to show their general knowledge in the content of a 
prospectus. 
 
Most candidates scored satisfactory marks in part (a). In general, the majority candidates had knowledge about 
the circumstances under which a company is required to issue a prospectus though they could not make it clear 
the statutory definition of the document. 
 
Performance of the candidates in part (b) was not as satisfactory as their performance in part (a). The majority of 
the candidates were aware of the main purpose of a prospectus, yet they could not provide specific information 
over the content of a prospectus. 
Quite a number of candidates appeared to have confused a prospectus with the memorandum of a company 
writing the compulsory clause of a memorandum in their answers. Be that as it may, there were candidates who 
had sound knowledge in this part of the question and hence scored well in this part. 
 
Performance of the candidates in this question in general was not satisfactory. The marks scored by the 
candidates were a bit widespread. 
 
Question Seven 
The question invited the candidates to demonstrate their knowledge in the nature of money laundering in part (a) 
and the legal control over money laundering in part (b). 
 
Relatively, most candidates did not perform well in this question. As regard part (a), only some of the candidates 
could point out that money laundering is about the change in the identity of illegally obtained money so that the 
money appears to have been originated from a legitimate source. A number of candidates mixed up money 
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laundering with the concept of fraudulent trading. Nevertheless, there were a very few candidates who answered 
this question very well. 
 
The same observation regarding performance of the candidates in part (a) is also applied to part (b) except that 
no candidates, to the best of the examiner’s knowledge, could point out the precise legal control. There were 
some candidates who managed to answer the question by stating the circumstances under which duties to report 
some activities to the police might arise. 
 
The candidates’ performance was not satisfactory in this question. It appeared that most candidates did not pay 
attention over this area in their revision. 
 
Question Eight 
The question invited the candidates to demonstrate their knowledge over the existence of an employment 
relationship. 
 
Most of the candidates had a satisfactory performance in this question when they had a quite clear explanation 
about the criteria employed by the court in determining the existence of an employment relationship. Besides, the 
majority of them were also about to be aware of the salient facts in the question and applied the law to the facts. 
 
The marks scored by the candidates were a bit widespread. There were candidates who performed extremely 
well. However the majority of the candidates performed satisfactorily n this question. 
 
Question Nine 
The question invited the candidates to demonstrate their knowledge of the liabilities of a retired partner towards 
the debts of a partnership. 
 
This is another question in which the candidates did not perform well. Most of the candidates appeared to have 
no knowledge about the subject area being examined by the question and just gave a general description about 
the liabilities of a partner towards the debt of a partnership. 
 
Some of the candidates managed to answer the question by stating incorrectly in their answer that a retired 
partner would not be liable for the debt. However, there were a few candidates who answered the question 
extremely well. 
 
Performance of the candidates was not as good as the examiner had expected. In light of the performance. 
Future candidates should ensure they revise this question carefully. 
 
Question Ten 
The question invited the candidates to show their knowledge in the fiduciary duties owned to a company by the 
directors. In particular, the question focused on the issue of conflict of interest. 
 
Most of candidates had knowledge in what fiduciary duties are about. The same as in question 8, most of the 
candidates were able to utilise the salient facts of the question, apply their knowledge to the facts and come to a 
conclusion. 
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The common weakness of the candidates over this area was that they seemed not to have a clear knowledge 
about the fact that the duties also apply to the directors even if they have left their office.  
 
Nevertheless, most of the candidates could point out that the period of time in between the leaving of the 
directors from their original company and entering into a new contractual relationship could be a factor in the 
determination of the issue in question. It appeared that these candidates arrived at their conclusion on the basis 
of their common sense. 
 
Performance of the candidates in the question was satisfactory. Marks scored by the candidates were a bit 
widespread but there were candidates who performed extremely well in this question. 
 


