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Introduction

This was the seventh paper to be sat for the Applied Business qualification (single award).
This paper was previously available in January and June each year, but is now only available
in the June series. The paper was based on Eira Grant Photography, a small business run

by Eira. 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.

Basing questions on the given situation still seems to present difficulty for candidates.
Centres should 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. This kind of 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.

To date the papers have covered a variety of businesses - a drum store, a cake factory, a
cinema, a theme park, a hotel, a jewellers and this series a self-employed photographer.
Centres are encouraged to look at a variety of businesses and ownership types with their
candidates and to practice answering questions in context.

The paper contained questions from all specification areas. There were six questions in
total. The paper was desighed to assess candidates across the full GCSE ability range, and
achieved this, proving to be accessible to all. Quality of Written information was assessed in
question 7 and this was indicated by an asterix (*7).

Centres are also advised to look at the command words at the beginning of each question.
Many candidates are losing marks through their lack of understanding of these words.

For example ‘explain’ in question 3 required candidates to explain two advantages to Eira
of using online payments, each awarded 2 x 3 marks. To get these marks the answer
should be developed. Many candidates are submitting a list of bullet points without further
development, which cannot gain full marks, or giving a variety of advantages.

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 problems were found in question 3 where candidates
had misread the question. Rather than explaining two advantages to Eira of using online
payments they wrote about Eira receiving online payments from her customers. Also in 4(b)
candidates gave examples of start up costs and running costs rather than explaining the
difference between them.

Most centres seem to 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 (eg 'see next page' or 'my
answer is on the last blank page'). This practice is once again strongly encouraged. A
large number of candidates wrote a great deal for Q7 and therefore needed extra sheets.
Candidates should practice writing more concise answers to this extended question as the
twenty lines available should be more than adequate for their answer. 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 (a) (b)

Most candidates scored full marks on this question as they could identify both the order of
the documents and the direction in which they would be sent.

Eira has started to draw the diagram below to show the flow of financial documents.
The diagram shows the order in which documents are sent and received when Eira Grant
Photography buys from a supplier, Each arrow shows who sends the document and who
receives it,

Complete the rest of the diagram.

1 (a) In each blank box write the name of one of the three documents listed below in
the correct order.

+ Statement of Account

i + Invoice
5 +  Delivery Note/
(3)
{(b) Draw an arrow from each of boxes 2, 3 and 6 to show who sends the document
and who receives it in light of your answers to (a) above.
(3)
Eira Grant Photography
I I S SR | S, I
1 2 3 4 5 6
Purchase « Payment Receipt
Orcér Invoice Skat Daimj
OF oot R ot
o | )
' The Supplier

ﬁ ResultsPlus

Examiner Comments
The documents are not in the correct order, therefore the
candidate loses marks.

Marks can be awarded for the correct flow (direction) of the
documents.

OO ResultsPlus

Examiner Tip

Ensure you know the order of all the documents that
are used in a business.
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Eira has started to draw the diagram below to show the flow of financial documents,
The diagram shows the order in which documents are sent and received when Eira Grant
Photography buys from a supplier. Each arrow shows who sends the document and who
receives it.

Complete the rest of the diagram.

1 (a) In each blank box write the name of one of the three documents listed below in
the correct order.

« Statement of Account

+ Invoice
« Delivery Note
(3)
{(b) Draw an arrow from each of boxes 2, 3 and 6 to show who sends the document
and who receives it in light of your answers to (a) above.
(3)
Eira Grant Photography
/
T l 4 T
; B ¢ 3 ;" 3\ - T N\
1 2 3 4 5 6
purchase | |D€vers| |iavolice Payment Receipt | |of “
Order nete accoanf—
\ * N AN S ‘ \ S J/
The Supplier

ﬁ / ResultsPlus

Examiner Comments

A perfect answer.
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Question 2 (a)

Candidates generally answered the question well. Many were able to gain marks by spotting
the errors, but some candidates lost marks as they did not develop their answers fully.
Candidates who were unable to either fully develop their responses or clearly explain the
reasons for not paying the invoice tended to show a lack of knowledge as to the purpose

of each document and how they link together. Some candidates were confused as to the
numbering of the documents and to the lack of price for the camera bag.

i

Elra belleves that these documents contain errors.

2 (a) Study the documents and outline three reasons why Eira should not pay this

invoice.
(6)

Reason One

The. “Lowepro Closeseied  16OAW  Comun \_ﬁmj R\ock

IS . A%e . e, PN otk oo comeran. She has

e ocgedh. S0 ds. cos 008 W b Poyma  mare.
...... TF%M . ?‘?\S e

Reason Two

Reason Three
02 e goodS  receiwd ok Eim hes  wectived o diffent
N ikon Deto)
oA k0. e o0 She hod  onder
el hav e RNy eguf oAk T She. erateth S
Woo0fag... skt PROOS oy woddad. look oS ewcpees o Tk

Lould™ idh v Dyoo.

ﬁ ResultsPlus

Examiner Comments

A perfect answer.
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Eira believes that these documents contain errors.

2 (a) Study the documents and outline three reasons why Eira should not pay this
invoice.

Reason One

Reason Two

................ i %\BWMMAF\D%CM\kM oikon
tr -

camaa. s nOt  Tie

. 0
N eIrente | OTAR T and  anuewe. L tf D

..... maqmgmgﬂﬂemr:BTM

Reason Three

Mo Goede secigced note, e 'lwerve clagsihed

lbo AN Clln~eron with Cq

<» ResultsPlus

Examiner Comments

Reason one cannot be awarded marks but the following two

reasons are correct. The candidate therefore loses two of the six
marks available.

GCSE Applied Business 5AB02 01

7



Question 2 (b)
Candidates generally answered the question well; many were able to gain full marks.

Senk Sl v B Seve gie Yk het
e pai

(b) Outline the effect on Eira’s accounts if this invoice were to

Plus

Examiner Comments

A well written answer that gains full 2 marks.
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Question 3

Most candidates gained marks on this question. The difficulty candidates had in achieving
the higher mark bands was that they failed to fully develop their answers. The question
clearly asks that candidates explains two advantages and fully develop the individual points
made to gain the marks available. Frequently, candidates who achieved lower marks made a

range of points rather than developing two points.

——

Eira pays some of her suppliers using online payments through her bank account.

3 Explain two advantages to Eira of using online payments.

1.
p""‘%‘“ hee .b@‘_"\‘/\_ Qccount  vako

M U\ c.f_C)'{ _C)C (? Gyt b

2 HJ-:L CCa bg_ Olof\il C}./k‘ O~y \:;f‘w\_g\
\DQ_CCW_S\Q_ \ ""_‘-___\"-Q__"_ _f\.Q_E_-- Q\ CCoSSy S

WOy Na e . € e ooy ) \O ('\’D'(? X
( OW-.\OQ,L ers \m_—_)n \~y,

(6)

ﬂ\@ MO(\QV Y w\S(—C,lV\.E:“M/]_ J(_Q_MQ M\ _Q -M“-

_U'\? supphecs. TF & O Vory t ash

&

ﬁ ResultsPlus

Examiner Comments

The candidate only gains 3 of the 6 marks available. One
mark is awarded for 'instantly taken out' 'fast payment', then
a further two for 'it can be done anytime - because internet
access is everywhere'.

A
Q ResultsPlus
Examiner Tip

Check the mark allocation - if there are 6 marks and
2 reasons then ensure that you develop each reason
enough to allow the examiner to award you the marks.
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Eira pays some of her suppliers using online payments through her bank account.

3 Explain two advantages to Eira of using online payments.

Examiner Comments

This candidate has not really answered the question and does
not gain any marks. Some parts of the answer are very vague.

Why is hard to make mistakes?
How does it help her budget?

OO ResultsPlus

Examiner Tip

Make sure that you focus your answer to the question
set and be clear in your response.
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Question 4 (a)

Candidates generally answered the question well, most were able to gain full marks

u A

4 Eira is considering moving the business to a purpose-built studio.
She understands that this will involve both start-up and running costs.

(a) Give an example of one start-up cost and one running cost that Eira might face.
(2)

start-up cost ... [ CLA).. (00107 (/o N o LN
Running cost . &=\ N Qlt‘:ﬁ ;b@c&i}:ﬂfﬁq _____ \ |9h¢”9 ............... hQQC" R

=

Examiner Comments

Only one relevant example given. The scenario is for Eira Grant
Photography and so she is very unlikely to have raw materials.

Examiner Tip

Be sure to answer the question in the context of the
scenario.
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| 4 Eira is considering moving the business to a purpose-built studio.
She understands that this will involve both start-up and running costs.

(a) Give an example of one start-up cost and one running cost that Eira might face.
(2)

Running cost . Hd‘!}"ﬂ h ! a:rr(c l % a../w{ ....... [»Ja«l,u"*(; /[S ......................

ResultsPlus

Examiner Comments

Two relevant examples given, full marks awarded.
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Question 4 (b)

Candidates who could explain the business terminology fully were able to access full marks
on this question.

Candidates who failed to achieve full marks often gave further examples of start up and
running costs (already assessed in 4(a)) rather than developing their explanation of the
difference between start up and running costs.

(b) Explain the difference between start-up and running costs.
(4)

P S kot A .c_._,gsr....l.ls o C5BE Enoak . o LOSMSS ailf Qﬂ-fﬁ Lf{l.kIQ_
.......... bo. A OO to. u’)rh%(@k thear.. bospnessS. e KN

ResultsPlus

Examiner Comments

A well written answer that gains all 4 marks.
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(b) Explain the difference between start-up and running costs.
(4)

IS OO o SEE.

o

Examiner Comments

The candidate only gains half of the marks available because
they do not develop their answer; they give examples which

although are correct is not an explanation of the difference as
required.

A

OO ResultsP

Examiner Tip

us

Make sure you read the question and answer fully.
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Question 5
Candidates generally answered the question well and many were able to gain full marks.

Errors were made where candidates had not learned the layout of the P and L account and
had therefore inserted figures in the wrong boxes. A significant number of candidates put
the figure for total expenses in the box below the wording ‘total expenses’ and then wrote
net profit in the box provided for total expenses.

The most common error, as in previous series, was for candidates to add the Cost of Sales

to Total Sales figure rather than subtract. Many also added transport costs to Cost of Sales.

[~ 3
5 Use the information on the previous page to construct the Profit and Loss Account for
Eira Grant Photography.
Eira Grant Photography
Profit and Loss Account for the year ended
31st December 2012
£ £
Total Sales 5 2 O (x:)
| Cost oF_sales. Jeee)
Gross Profit A 000
Expenses:
Insurances 1500
Drawings (wages) 27 500
Transport  Costs 4500
Lignt, hect ond Power \5 00
Teleprore and Yovcodopand 150
Total Expenses 29 99 0
net  Profit 10250
(Total for Question 5 = 6 marks)

—

ResultsPlus

Examiner Comments

A perfect, well laid out answer that gains full marks.
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5 Use the information on the previous page to construct the Profit and Loss Account for
Eira Grant Photography.
Eira Grant Photography
Profit and Loss Account for the year ended
31st December 2012
£ £
Total Sales 57 Q00
(aSk OF  Sadel 6 QA0
Gross Profit G € a0d
Expenses:
Insurances 1500
Drawings (wages) 27 500
Tvems povk (S 4 S00
L gu , ot el poner ( Sa0
feleprave ol Rrog dioca( 7S50
Total Expenses \ o 2. S5C
55160
(Total for Question 5 = 6 marks)

ﬁ ResultsPlus

Examiner Comments

The candidate has correctly filled in P and L account but has
put the Total Expenses in the wrong box thus losing the box to
insert Net Profit and the total.

Examiner Tip

The bottom left box will always be net profit or net
loss. Ensure you know the layout of a P and L account.
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Question 6 (a)

Most candidates were well practised in filling out an invoice. This question was answered
well but many candidates omitted the name of the customer, Mrs Deborah Davey, thus

losing a mark.

r

6 (a) Using the information given on page 12 fill out the Invoice below.

(7)

Eira Grant invoice Date ) (; /0L /2013

Photography

Invoice Number /74

Invoiceto: | & B ¢ oaek Sbreed,

Bwﬁ"\)or\ o t"f*&- wo)a-u,

RW24 1 X6

Lk Newborn besiere Gliscki 260 .50
Fx20m x2S em \S \S

Total Cost 2 6Lg

5% Discount % 928
Total to Pay 2.6\ 7S

Afsar tha lnuaicra har hann cant Ciea sanlicar that cha har charnad tha ciicbammar far

ResultsPlus

Examiner Comments

The candidate has omitted the name of the customer, thus
losing a mark.

GCSE Applied Business 5AB02 01
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6 (a) Using the information given on page 12 fill out the Invoice below.

(7)

Eira Grant
Photography

Invoice Date / 4. Mag 2013

Invoice Number Z,L 27

Invoice to: M
NNACS

DMII: R

LiMewiocn s m! 250 Z50

Zﬂan ngw Frama 1 5

-

15
Total Cost 25 5
5% Discount [3 25
Total to Pay 25 l . -7-5

Afrar tha lmunieon hae bhanem famb

ResultsPlus

Examiner Comments

A perfect answer.
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Question 6 (b)

This question was well answered by most candidates who clearly demonstrated their
knowledge and understanding of how overcharging a customer could affect both the
accounts and more importantly the reputation of the business.

After the invoice has been sent, Eira realises that she has charged the customer for
the Newborn Premiere Collection instead of the Newborn Session.

(b) Outline one effect of this error on Eira Grant Photography.

(2)

Eica Gt Redogrofhy wod - lose Money

__(Total for Question 6 =9 marks)

ResultsPlus

Examiner Comments

The company has overcharged the customer and so will not be
losing money, although may lose sales because of this.
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After the invoice has been sent, Eira realises that she has charged the customer for
the Newborn Premiere Collection instead of the Newborn Session.

(b) Outline one effect of this error on Eira Grant Photography.
(2)

Ol bows ke deal wilh A e Mfllo"*\“lﬁ v Ona

(Total for Question 6 = 9 marks)

ResultsPlus

Examiner Comments

A well developed answer that scores full marks.
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Question 7

This was the 'extended answer' element of the paper to include Quality of Written
Communication, and some candidates struggled to formulate fluent responses to this
question. Candidates were asked to advise on the advantages and disadvantages of using
profitability ratios to assess the performance of the business but where candidates had not
fully read or understood the question they produced limited generic responses at Level 1
referring to profitability ratios in general.

Generally candidates struggled to gain marks outside of level 1 and 2 although the question
allowed for more able candidates to gain level 3. Many candidates did not have a clear idea
of what role profitability has in a business and therefore couldn’t evaluate the advantages
of using profitability ratios. Another major shortfall was candidates confusing liquidity

and profitability thus showing a lack of understanding. Candidates are advised to learn

the difference between liquidity and profitability, between the Profit and Loss account and
Balance Sheet and to be clear on how the two are linked.

Candidates in the main answered the question at a basic level considering the advantages
of Gross Profit and Net Profit ratios. Some candidates considered how the ratios could allow
for the better management of costs and expenses. Far fewer candidates could explain the
use of Return on Capital Employed (ROCE) or explain how the ratios could be useful in
considering the current success and/or performance of the business for key stakeholders (ie
Eira/shareholders/future investors etc).

Knowledge was generally sound but marks were limited as this question asks the candidates
to 'advise' and 'assess'.

To gain higher marks candidates needed to consider the use of profitability ratios, and how
they are only useful if set in context with other elements of financial performance such

as the consideration of liquidity and how they could be used as a tool for comparison with
previous years, other competitors, or bank interest.

The above elements were unfortunately rarely combined or fully developed in answers given
by candidates although some of the more able candidates used a range of these points to
develop their answers.

QWC: The Quality of Written Communication used by candidates was of variable quality.
Most answers were written in extended prose rather than as bullet points, which is
encouraging, and there were some good attempts. Some candidates unfortunately are still
showing poor quality of written communication with poor sentence structure, grammar and
spelling. More able candidates were able to fluently structure their answers considering
both advantages and disadvantages and reaching valid conclusions using full paragraphs.
In addition, more able candidates used good grammar, spelling and business terminology in
their responses.

All candidates are reminded of the importance of QWC when structuring their answers as
this determines the level and the marks that can be awarded.

GCSE Applied Business 5AB02 01
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8 ' 3

Eira is not sure whether Eira Grant Photography is as profitable as it should be.
She understands this can be checked by using any of these profitability ratios:

Gross Profit Margin
Net Profit Margin
Return on Capital Employed.

*7ira on the advantages and disadvantages of using profitability ratios to assess
e performance of Eira Grant Photography.

Testu, one ok Aae. AdNONCaDES Of USIng.
AeSE  OeS. L AS a0, SRS PeOVLGR. MG
NOGWE . wdnexe s O OMSV0RSS. s m\r:e\cc:mﬂo) 0
OSSRAOR\ LRSS ONe X O BN o Alone - Ny
___________ \’t\?\—uu.&.ﬁs&w pugofmaﬁaﬁwo%mbusmﬁs
because X osvaS. . aa. QM\)Q(QEﬁmQ)GS GO

________ be . ggm@&d\%c;mQ%\ \chc Toc ramge, ..

e &xoss. ¥ RN MOCOUN WASES . Eico....

........................... () &EQQ%Q‘\E.S T
_ .\._.\D.WE.EJQ{_.., O ..d&&.mdummw?... o Xnese.  Tosion.

G Ave ousiness.isnt. accurakely T e,wrd\ﬁcj .....................
RO I NS NOSS m\\mt.a{cxpen.scs
Fex . examRie ¢ G A uSnesS L dcesok recocd...
enszokengﬁr&esc)xumﬁo}*ﬁ%u‘em,‘(m

AN BRSUK ol et e oy oscuxoke
@Qfﬁ.’.&ﬂ\“\mmﬁf ............... S

I e > —I© /o —5 WA (o X pte WPHIVI A S WIITE W < - NI C of =
CoRAeak. . EMPAOUS ... LSS, M(Q.QC-E )M\\\
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Yeregic. 4o Jousine(€loecause o wilt now. ...
....... how  wuch She IS Q ow[-aﬂhu’

(Total for Question 7 = 10 marks)

TOTAL FOR PAPER = 60 MARKS

ResultsPlus

Examiner Comments

This candidate has structured the answer well and made many
valid points, scoring 7 of the 10 marks available.

Q ResultsPlus

The candidate has ringed the command word at the
beginning of the question - advise...on the performance'.
This is good practice.

This has allowed the candidate to write a focussed answer,
not a general answer that gives everything they know
about ratios.

GCSE Applied Business 5AB02 01
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Eira is not sure whether Eira Grant Photography is as profitable as it should be.
She understands this can be checked by using any of these profitability ratios:

«  Gross Profit Margin
Net Profit Margin
« Return on Capital Employed.

*7 Advise Eira on the advantages and disadvantages of using profitability ratios to assess
the performance of Eira Grant Photography.

AR e Geess. ¥ (W AN N XS GP)  Shaod

Aok Comes wake  the \ouSweS. Tae. NOM ot

OA\.-.rc._;.'S' ........... e \over . \econSe v doeSn'F  ta\e inve

Exgen~Sog \
LCncconay.  Stemek . Movenern V@ Xhe WOM S AeasMealy

Nave . o B T R L S —

?ngmScsﬂef ...... "“’hw‘mj ........ Khs oA taeen Yhdo
~She. Con. take . oton.. fagker. St (esaive. the. Joviem, G2fe®. ...

e 3&3 ......... L O T O

C‘Qgt\fm\-,(m('f.’xﬂxmiﬁ,machnmﬁw ..........................................................................................................................
...... (-}C?Ckgc‘-‘\dumk*qsq.c:é ot '\’w\\?
S‘\Qb\uié ....... acu«ﬁ ......... e%;khhld«Coh‘m\ ...... S STCUTR YT N TN o S —

_____ H’\\f\l«.lv\jﬂﬁ\" Qk'rir\—c&«m\'jmam prohlfﬂ«us.fo».

.

r A
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NoeMer. .

be‘ e S N c.\ll \ I\ f\ . “\&- é';» Li . ﬂ&! . . l""l.ﬂ"h‘q}" i RPN
\‘P‘

...... (\"-\.3""5¢‘\" C.thd*\f\fdeq)«nﬁmfb{-a%ﬂja Somab. o

e et .3 "'R.J’U‘\ ...... k... € ?W\A e \omeinelt o€ Lo S SR ek AL £y
(Total for Question 7 = 10 marks)

TOTAL FOR PAPER = 60 MARKS

ﬁ ResultsPlus

Examiner Comments

This candidate has spent rather too long explaining the ratios
but has then moved on to advantages and disadvantages. The

content plus the QWC combined means this candidate gains 6 of
the 10 marks available.

A
2/ OO ReSU'tS"“

Examiner Tip

us

Remember that there are very few knowledge marks
(AO1 marks) in this final question. The marks are for
assessment/evaluation/justification (AO2 and AQ3).
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Paper Summary
Based on their performance on this paper, candidates are offered the following advice:

e Use black ink or ball-point pen. Heavy felt pens transfer onto the reverse of the paper
and pencil is difficult to read

e Read the scenario to ensure that your answers are in context. Re-visit the scenario
several times during the examination and re-familiarise yourselves with it

e Look at the command words at the beginning of each question. Do not submit a list of
bullet points without further development when the command word is eg 'Explain’

e Look for the words in bold in the question - eg 'Explain two advantages to Eira...'
means develop two points only, not give a list of advantages

e Answer question parts in the space allocated. If this is not possible eg due to deleting a
wrong answer in the answer line section, indicate the location of the corrected answer
on the paper (eg 'see next page' or 'my answer is on the last blank page')

e Practice writing more concise answers for the final extended question. The twenty lines
available should be more than adequate for your answer.
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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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