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Introduction

This was the second paper to be sat for the Applied Business qualification (double award)
which is available in June each year. The paper was based on Bryn Farm. The scenario
proved accessible to candidates. It contained text and an image. The purpose of the
scenario is to help candidates appreciate the context within which they are applying their
answers. The next paper in June 2012 will continue to give brief text-based information and
use diagrams and other images in order to help 'paint a picture' for candidates. Centres
realise that candidates are not expected to memorise scenario information, because of its
introductory purpose - key information will be provided in question stems. However, the
advice remains to ensure that candidates re-visit this scenario several times during the
examination, to re-familiarise themselves with it.

The paper contained questions from all specification areas, and this practice will continue.
There were six questions in total. The paper was designed to assess candidates across the
full GCSE ability range, and achieved this, proving to be accessible to all. Quality of Written
communication was assessed in question 6 and this was indicated by an asterisk (*6).

The 60 minutes seemed sufficient. Gaps appeared to be due more to lack of knowledge than
lack of time. The paper differentiated well, and all questions were answered as expected
with no major misinterpretations. Most centres seem to be aware of on-line marking and
related issues, and have taken full account of advice given to ensure as far as possible
that candidates answer question parts in the space allocated. Where this was not so - for
example, due to deleting a wrong answer in the answer line section - most candidates
indicated the location of the corrected answer on the paper (e.g. 'see next page' or 'my
answer is on the last blank page'). This practice is once again strongly encouraged. There
were a few occurrences of candidates writing in heavy felt pens that transferred onto the
reverse of the paper or in pencil that was difficult to read. Centres should clearly instruct
candidates to read the rubric at the front of the paper which advises them to use black ink
or ball-point pen.
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Question 1 (c)

Most candidates correctly calculated the closing balance for January.

Question 2 (a) (i)

Most students showed knowledge of the cash flow forecast procedure and the majority of
candidates identified August as the problem month.

ﬂu@uﬁt B

Examiner Comments

A perfect answer - there is no need to write any
more than the month.

Question 2 (a) (ii)

Generally this question was answered well but some candidates failed to give a cause for
the cashflow problem.

(i) State one possible cause of this problem.
(1)

. Bethnl  pugmentS were gpester Han del receipks

0
Results#lus
Examiner Comments
A concise correct answer.
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Question 2 (a) (iii)

Some candidates failed to take notice of the given scenario. Although Bethan would only
have one month where she would have a shortfall many candidates suggested that Bethan
should take out a loan. This would not be a likely choice.

(iii) Suggest two possible actions Bethan could take to help resolve her cash-flow
problem,

(2)

_____________________________ %1%%@&&%%{&#&1/@13&&@4:%@%

Examiner Comments

This scores two marks for two realistic actions.

(iii) Suggest two possible actions Bethan could take to help resolve her cash-flow
problem.

ResultsPlus

Examiner Comments

This scores one mark for ‘overdraft’ but the second
action is too vague to be awarded a mark.

(iii) Suggest two possible actions Bethan could take to help resolve her cash-flow
problem.
(2)
.......... Dorowo.. W&fm LCoerdd.of. {E)mx\v, O ...
Q8. 0N ORIt Bres . Hhett . Ove.. rRlatwely. .
.......... Tort Am. . SowhenS.

ResultsPlus

Examiner Comments
This is a good answer firmly in the context of the scenario.
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Question 2 (b)

This question was generally answered well with many candidates gaining full marks. Some
candidates failed to think realistically about Bethan using a computer as hacking of her
accounts would be unlikely on the farm.

Bethan uses an electronic spreadsheet to help prepare her cash-flow forecast.

(b) State three advantages and three disadvantages to Bethan of using electronic
spreadsheets to prepare her cash-flow forecast.
(6)
Advantage 1 ... Tha.. elecXmnc. speoddhaatS  Sum. el all. Hhe. . Sums. ambe -

1) @m.dvl)f“" hagh +O W0de oo ki,

Advantage 2 .. X.€. fagvs... (VA A7 -2 o

e, "c\\.u\be.pﬂf"}eclom,elxw'(}\“g}un

LS VAR MMMW)
Ui d\

Disadvantage 2 .. %5 .. the..

Dlsadvantage3 BHM X g Seme.. wJ:ammebj HPA.... St haws.....
mgu:k B U ot 1Y 1 0 SR

Flus
Examiner Comments
A good answer in context that is awarded 6 marks.
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Bethan uses an electronic spreadsheet to help prepare her cash-flow forecast.

(b) State three advantages and three disadvantages to Bethan of using electronic

spreadsheets to prepare her cash-flow forecast,
(6)

Advantage 1

Advantage 2 . SOWED Whhes€ o lenow), Yo on Mlt

Examiner Comments

The candidate has written very brief answers that do not fully
explain and only gains one mark.
Most of these could also equally apply to paper documents.

OO ResultsPlus

Examiner Tip

Be sure that the advantages and disadvantages could
not also apply to other methods of preparing a cash
flow.
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Question 3 (a)

Many candidates showed understanding of the concepts of budgetary planning and
controlling Bethan’s spending but some repeated this, therefore losing marks.

Many candidates thought that rather than a budget being used to control spending it would
‘stop overspending’ which is incorrect.

3 Bethan wants to improve one of the barns to enable her to carry out her plans of
organising children’s birthday parties. Her plans involve building work on the barns,
purchase and installation of equipment and the possibility of employing more staff.
She knows that this will involve additional costs,

Bethan has been advised that she should prepare a cash budget.

(a) Outline one way a cash budget helps Bethan plan for the proposed changes to
her business.

___________________ O\CQ")h ..__.__bu\dget

(2)

_________ Sie

éperd’r_'a mﬁd he\p. ........ bé,ch@é: ofier
ADDR. SN OO B (. B 0d aad. 8@1&\.&:

Dablhants amcniimbamé has adiidecnd hav that sha slhaiild alesa ceadiican o2 samiéal

:
)

Resu us

Examiner Comments

The candidate understands the concept of budgetary control
and who that might help to prevent overspending.

Resultstlus
Examiner Comments

The candidate again has the concept of control but a budget
will not STOP Bethan from overspending.
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Question 3 (b)

Few candidates managed to gain more than 2 marks for this 4 mark question. Most of the
candidates who did manage to gain marks recognised that the capital expenditure would
help to plan which was a benefit. Most candidates struggled to develop this appropriately
for more marks.

Many candidates confused a capital expenditure budget with a cash budget. Many did
not use the information given in the scenario and in the rubric about Bethan’s plans but
used generic terms such as ‘purchase of large items’ thus failing to actually apply their
knowledge.

Many candidates who gained two marks repeated what they had already said e.g. 'The
budget will allow her to plan her spending on the new part of the farm. The farm will have
some extra costs which need to be planned'.

e dufye will B_ples v

@mduc”@ a (q;or'fa/ Esspere

__A_a_vc____ __}5’ Sik bo der pree. éwéz’f.ff_ when A»ﬂf@y.. _.eg_,ow}c

/i’a/f” 4-’%{}‘_??/“ ﬂ/m/‘%fwf wolk op phe  barN
ResultsPlus

Examiner Tip

If asked to outline your answer must give a
benefit and a development.

Be sure that each benefit is different and you
do not repeat yourself and so lose marks.

ResultsPlus

Examiner Comments

This answer gains only 2 marks of 4 as the
candidate has talked about planning twice.

TS\ %um,» hacoon o otlngs cf W i
mduLuL&,a,nmdﬁ&;) _________ %ml,z\uﬁ’mﬁ _______ on.., ...

%,
Results*lus
Examiner Comments
This answer gains one mark for the concept of planning.
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Question 3 (c)
Most candidates correctly calculated the production budget but not all showed their

workings as required by the question.

Costs to Bryn Farm

Cost of making each lunch £2,50
(c) Using the information above calculate the total production budget for July to
(2)

September. Show your workings.

Space for your workings

260 X 2. 80 = Q0O

380X 2. .50 = QA0
240x 250 = 660
2250

ResultsPlus

Examiner Tip

If asked to show your workings
be sure to do so!

ResultsPlus

Examiner Comments

A perfect answer gaining 2 marks that
shows the workings and the answer.

Space for your workings
BML}: 2.50 % 260 = ADO

M@yi 7 S0y 330> 460
bephanter = 250 X 240 §00

Todd = 2,450

ResultsPlus

Examiner Comments

Another perfect answer showing workings
and answer.
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Bethan has calculated the following production figures for July to September in the

cafe,
Month Number of lunches tl; make
July 360
August 380
September 240

Costs to Bryn Farm
Cost of making each lunch £2.50

(c) Using the information above calculate the total production budget for July to
September. Show your workings.

(2)
( Space for your workings R
60 +23F0 + 240 = 930
Ag0 )
2e0 212 £>92 .
L

<J\4 ResultsPlus

Examiner Comments

The candidate has correctly started the calculation
with 980 lunches but has then divided this by the
cost of making each lunch instead of multiplying.
They therefore lose both marks.
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Question 3 (d)

Most candidates gave an answer that was both realistic and in context. Some candidates
wrote evaluative answers about what Bethan should do rather than addressing the
guestions she needs to ask before budget preparation.

(d) State thrge factors Bethan might need to consider when preparing the new
budgets.

(3)

...... 4. She needo. (. lock okthe Coje's sty o

Examiner Comments

This answer gives three factors in context and
is awarded the full 3 marks.

(d) State three factors Bethan might need to consider when preparing the new
budgets,
(3)
. Ske. panst. condid e..r......f:.r.e_.m;;.u...i kv.dgeks Ao whetbar. B

______________ wemQ;cwrmqrMJu S0 ____m_g._d____!-__g_._.‘c:. e.ovonde.. Sla....

_Canildel . nesw. .C,h.m.f}.e..f 4o coltr o thab i) Q,H:.q,c_t N - S
__(«.;_u_d_g_e.i:..s.qr_.m__ inereod oan Lockes ok, need ko Lﬂma.!ﬁ_

ResultsPlus

Examiner Comments

Another answer in context with 3 appropriate
factors.
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(d) State three factors Bethan might need to consider when preparing the new
budgets.

+=IUS
Examiner Comments
This answer gives three points but it is hard to
see what the candidate means and how they
would apply to preparing new budgets.

(3)
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Question 4 (a)

The table was on the whole clearly written and most candidates showed their understanding
of what was required to be correctly calculating the May variance. Some confused the '+’
and '-' signs but correctly identified whether the variance was adverse or favourable.

4 Bethan has sent you an email with the figures from Bryn Farm’s shop from May.

-~

These are our figures from May. | don’t think we did as well as | expected.

Unfortunately we had some unexpected repair work which cost us £450, and we had
a wage bill to pay out which came to £500, Our sales figures were okay | think - it
showed that we sold £2 000 of food products and £1000 in gifts.

Could you take a look at how we did against our budget for May and let me know?

Bethan
A A

(a) Using the information in Bethan's email, complete the table below.
(i) Show the Actual and the Variance for the month of May.
(ii) State if the variances are adverse or favourable.

The first one has been completed for you.

(4)
May Budget | May Actual | May Variance Adverse/
(£) Favourable?
Other Costs £200 £450 -£250 Adverse
Revenue £4000 £30C0 | -£]|000 | Aduaene
Wages £600 #5d 110Q |+owownble
ResultsPlus
Examiner Comments
A perfect answer that scores the full 4 marks.
May Budget | May Actual | May Variance Adverse/
(£) Favourable?
Other Costs £200 £450 —-£250 Adverse
Revenue £4000 L Foco £ o™ Fowausava
Wages £600 £ 500 £ 1O forouvels -

ResultsP

Examiner Comments

us

This candidate has the correct figures but incorrectly has both
variances as favourable and so loses 1 mark.

14
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Question 4 (b)

Overall this question was answered well and in context with most candidates achieving

3 marks. Fewer candidates gained the fourth mark for a well developed consequence.
However a number of candidates lost marks as they did not provide any specific comments
regarding details of the budget variances. A large humber failed to recognise that the
revenue variance was adverse. Many general comments were regarding performance - e.g.
they did okay in May; May was a good month. Some candidates incorrectly made references
to profit.

4 Bethan has sent you an email with the figures from Bryn Farm’ shop from May.

' Y
These are our figures from May. | don't think we did as well as | expected.

Unfortunately we had some unexpected repair work which cost us £450, and we had
a wage bill to pay out which came to £500. Our sales figures were okay | think -
showed that we sold £2 000 of food products and £1 000 in gifts.

Could you take a look at how we did against our budget for May and let me know?

Bethan

\ i~y

(a) Using the information in Bethan's email, complete the table below.
() Show the Actual and the Variance for the month of May,

(i) State if the variances are adverse or favourable.

The first one has been completed for you, (4)
May Budget | May Actual | May Variance | Adverse/
(£) Favourable?
Other Costs £200 £450 -£250 Adverse
Revenue £4000 ; m ; | G@O Fauouion e
Wages 600 | F00Q | 200 Ifuwouranle
(b) Using the information and figures from the table above, comment on your
findings for May.
(4)
/ .\
______________________________ ONIW ... O COSESR. . INCIE... CONESE. QS.......

. < Y. A Uﬂﬁkp@ﬂ*ﬁdf& V\thﬁmﬂiZﬁo
LHn ‘5\% ................... o ugw H”’éﬂ OWa...........

o '”\r% ______________________________________________ DO CENENUL..

ResultsPlus

Examiner Comments

This brief answer scores only 2 out of 4 marks.
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Question 4 (c)

Many candidates lost marks as they were unable to identify that the revenue line would
stay the same. Also few candidates were able to describe that the total cost line becomes
steeper - many candidates used simplistic terms e.g. ‘the line moves up’ or ‘it goes higher’
which cannot be awarded marks. A significant number were able to answer the break even
section correctly.

There were quite a number of candidates who simply explained the meaning of the terms or
each line rather than answering the question e.g. ‘Fixed cost is a horizontal line across the

page’.

Bethan has drawn up a break-even chart for her tea room. However, her food
suppliers are planning to increase their prices. This will affect Bethan's break-even
chart.

(c) Given this information, state what happens to the following and why.

Total revenue line
*  Total costs line
*  Break-even point.

Total revenue line {2)

______ This o bne 2ok dhame gt all oy Rethan

LA Hhout He

(Total for Question 4 = 14 marks)

ResultsPlus

Examiner Comments

A perfect answer that is awarded all 6 marks.
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Total revenue line

paﬁmﬁmm}orw;:(@w@ aCc;ac:c:L T

Total costs line

Break-even point
(2)

Tras... pmhi: wadl. move. W ....... r\tg’hb ........ ale r‘L9

Lm OC AKNS o A tm,ﬂ wod. flave. to..make.aaq..

Examiner Comments

This candidate loses 2 marks as they have incorrectly stated
the TR line will move.
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Question 5 (a)

Candidates showed an understanding of the term break even, break even analysis and
break even point with most arriving at the correct answer of 5 parties. Some candidates
indicated the break even level from the given numerical information in terms of cost, or
months e.g 4.2; £5; 4 months although the question clearly stated break even number of
parties.

5 Bethan has estimated that the fixed costs for the birthday parties will be £1 000 per
month, She is planning to charge a price of £250 for each party and has worked out
that the variable cost of each party is £50.

(a) Calculate the break-even number of parties that Bethan must organise each
month in order to break even, State the formula and show your workings.
(3)

Space for your workings

- '/Q "){Q,(,k
10[09, gt
C .
250 - MBS e conbibubur

=9

Resultslus
Examiner Comments
This answer shows how the candidate has arrived at the correct answer of 5.

Space for your workings

1 ';750 '

- 150
XD s

g

ResultsPlus

Examiner Comments
The candidate has incorrectly calculated breakeven.
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Question 5 (b)

A large number of candidates failed to gain any marks for this question as they were unable
to describe margin of safety correctly. Some candidates picked up a mark for identifying
that it allows for a sudden fall in revenue or sales. Few made any reference to the fact that
it allows for security - some candidates used the term “safety net” or made a weak attempt
e.g. "The margin of safety keeps the business safe”.

Bethan would like to organise more parties per month than the break-even number,
This would give her a margin of safety.

(b) Outline why a margin of safety would be important to Bethan's business.
(2)

mug.uof-fo._(-e.{-j_s l-\ou..\_ilnow wmw el *’t._ Cade Lowmesmld.
Jhowe 1o . desseode. L;j o malea. o loss. . Sle can..

Lee k—@ o whode. Saded. St oot to. snaods..+0.
ensuve  <le 15k Nc&-LMn? Ow ‘Off,mé h re odenw

evea '

ResultsPlus

Examiner Comments

This candidate gives a correct and developed anwer and gains 2 marks.

Bethan would like to organise more parties per month than the break-even number.
This would give her a margin of safety.

(b) Outline why a margin of safety would be important to Bethan's business,

Plus
Examiner Comments

This candidate is describing breakeven rather than margin of safety and
so cannot gain any marks.
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Question 5 (c)

Many candidates did not gain marks for describing what a forecast profit and loss without
repeating the question. However the majority of candidates could describe what a forecast
cash flow showed although fewer gained the second mark for this part of the question.

Many candidates failed to be awarded marks for the Profit and Loss question as they simply
repeated the question e.g. ‘A profit and loss account shows you the predicted profit and loss
‘and most failed to realistically apply the document to the situation at the farm.

Cash flow was handled much better however some candidates gave a simplistic answer e.g.
‘It shows the flow of money’

Bethan plans to create a play area for the children attending the parties. She is
planning to buy a range of play equipment. She knows that she will need to make
some forecasts before finalising her plans. Bethan is planning to produce a forecast

Eroﬁt and loss account and a cash-flow foregast.

(c) What are these two documents and how will they help Bethan with her plans?

(i) Forecast profit and loss account

(2)

(i) Cash-flow forecast
(2)

s (DO Oocuumant  iach w3 e
Moy, e . AcUD. 1. Coma.. i, Ouna. ikt
_______ Q the hustrey. ol a b padd Gt ..

ResultsPlus

Examiner Comments

The first part of the answer repeats the question and so is not awarded any marks.
The second part is correct and gains 1 mark as it lacks development.

20
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Question 5 (d)

Most candidates scored three marks for this question as they correctly identified the three
factors.

Bethan knows that the cash-flow forecast may differ from the cash-flow statement.

(d) State three factors that could affect the outcome of her cash-flow forecast,

Lo 0l o6 1E. ..

(3)
ek Han it will cauvsa.. m%re# xf -

(Total For Question 5 = 12 marks)

ResultsPlus

Examiner Comments

This answer scores all 3 marks.
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Question 6

This question asked candidates to make a judgement as to which source of finance would
be best for Bethan in her situation at the farm. Some candidates were unsure of the term
‘leasing’ and spoke more generally about renting.

A significant number of candidates were able to gain marks within the higher end of level
2 recognising and discussing benefits and drawbacks of their chosen option and balancing
their decision effectively. There were quite a number of very good answers within level 3
but marks were lost when conclusions drawn repeated what had been said in the body of
the answer. Weaker answers were lacking in balance.

Unfortunately a number of candidates lost marks for poor quality of written communication.
As this is an extended answer bullet points are not appropriate for this question.

Bethan is researching different types of finance for the play equipment. This includes a
wooden tree house and climbing frame. She has researched prices on the internet and
discovered that suitable equipment for large groups of children are priced between
£3500 to over £10000.

Bethan is considering two options to raise the finance for this equipment,
Option 1 - Retained profits, — **T™7" m | Go pranbiaer  § [T ’:‘m
Option 2 - Leasing from Play Success, a specialist supplier, — C"'ﬂf‘ bettes it ey b wobl

*6 Suggest which of these sources of finance would be the best for Bethan to choose.
Justify your answer.

Source chosen (tick one box only);
B Retained profits

£1 Leasing from Play Success, a specialist supplier

..................... oL Yk Rnad
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Examiner Comments

This is a well developed answer that gains 7 marks and is in level 3.

________________ TBLOWSE. DNE. KNows  He moneu. .
0D A, Dt AoeeNt. 0wl to Pouy
o pxed amount back and. Sne T |
_______________ LoANE e i Aelot e
_________________ tine  duppier/fomPanung

N e preeas

ResultsPlus
Examiner Comments

This is a brief level 2 answer that gains 3 marks. It lacks application
and reasons/causes/consequences to gain higher marks.
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Summary

Candidates often repeated the stem of the question before giving their answer - this wastes
time and takes up space allocated for the candidate response. Some examples of this are
guestion where candidates have started their answer with the stem e.g. Q3(a) ‘One way

in which a cash budget would help Bethan plan for the proposed changes to her business
would be...

A noted area of weakness was in candidates' answers to questions that required specific
application - for example, question 2(aiii) on this paper referred to the situation of a cash
shortfall for the month of August at Bryn Farm and question 2(b) asked the candidates
about the use of spreadsheets in the context of Bryn Farm. Basing some questions on the
given situation often presents difficulty for candidates. This specific application will remain
a key theme of this paper, and centres are therefore once again encouraged to work closely
with their candidates to ensure they cope with this particular challenge.

Another area of weakness was the candidates’ unfamiliarity with the command words used
e.g. outline, explain, examine, assess. These should be reinforced in practice sessions to
ensure the candidates understand how to gain maximum marks.

24
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Grade Boundaries

Grade boundaries for this, and all other papers, can be found on the website on this
link:

http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
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