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Introduction 
 
This report has been written by the Lead Examiner for Unit 2 and is 

designed to help you understand how learners performed on the test. The 
report provides an analysis of learner responses for each question. You will 
also find examples of learner responses with commentaries to support your 

teaching and learning. 
 

The external assessment for this unit is an onscreen, on-demand test. A 
number of tests are live within the “test bank” at any one time and learners 
are allocated tests randomly from those available to be sat. It should be 

noted that this report refers to the second test retired from the live test 
bank. Whilst not all learners will have sat this particular test, the Lead 

Examiner’s comments provide valuable feedback which will be relevant 
across different tests for this unit. 
 

We hope this will help you to prepare learners for the external assessment 
for this unit. 

 

Grade Boundaries 
 

Introducing external assessment 
 
The new suite of ‘Next Generation’ NQF BTECs now includes an element of 

external assessment. This external assessment may be a timetabled paper-
based examination, an onscreen on-demand test or a set task conducted 

under controlled conditions. 
 

What is a grade boundary? 
 
A grade boundary is where we ‘set’ the level of achievement required to 

obtain a certain grade for the externally assessed unit. We set grade 
boundaries for each grade available on the test (Distinction, Merit, Pass and 

Level 1 fallback). 
 

Setting grade boundaries 
 
When we set grade boundaries, we look at the performance of every learner 

who took the assessment. When we can see the full picture of performance, 
our experts are then able to decide where best to place the grade 

boundaries meaning that decisions are made as to what the lowest possible 
mark should be for a particular grade. 
 

When our experts set the grade boundaries, they make sure that learners 
receive grades which reflect their ability and performance shown in the 

assessment. The award of a grade on a particular test version will mean 
that they will have demonstrated similar ability to a learner who received 
the same grade on another version of the Unit 2 onscreen test. Awarding 

grade boundaries is conducted to ensure learners achieve the grade they 
deserve to achieve, irrespective of variations in the external assessments. 

 



 

 
 

Variations in external assessments 
 

Each test that is set asks different questions and may assess different parts 
of the unit content outlined in the specification. It would be unfair to 

learners if we set the same grade boundaries for each test, because then it 
wouldn’t take into account that a test might be slightly easier or more 
difficult than any other. 

 
The grade boundaries for the second retired onscreen on-demand test 

which has been retired from the test bank are shown below. 
 

Grade Unclassified 
Level 1 

Pass 

Level 2 

Pass Merit Distinction 

Boundary 

Mark 
0 12 22 32 43 

 

Whilst these grade boundaries are the same as for the first version of the 
test that has been retired, it should be further reiterated that this will not 
always be the case for future versions of the test. 

 

General Comments on the Onscreen Test 
 
This is the second of the external assessments to be retired from the live 

test bank. This test has been available for on-demand testing since 
November 2013 and has been available at various times throughout the last 

year. 
 
The test is designed for all learners of Level 2 ability to respond to the 

questions within it to the best of their ability. The test has been written in a 
similar fashion to the previously retired version with less challenging 

questions towards the beginning and middle of the paper combined with 
questions with more stretch and challenge to them towards the middle and 
end of the paper. The majority of learners were able to access and respond 

effectively to the less challenging questions with a wider range of responses 
being seen for the more challenging questions which are designed to 

differentiate between learners. The extended writing questions on the paper 
have also been well publicised which had allowed Centres to prepare their 
learners for the demands of these questions. Comments relating to these 

questions will appear later in the report. 
 

The focus of the Unit 2 external assessment is that it is a vocationally 
related Business unit. This will mean that the assessment tasks will give the 
learner applied situations within the examination and data to use within 

their responses. It was disappointing to see the lack of learners who 
appreciated this fact and provided generic answers to questions. Centres 



 

should look to prepare their learners in making use of contexts and data 
within their responses.  

 
This is particularly the case in the extended writing questions where 

learners were providing generic responses which limited the marks that 
they were achieving. In better responses, learners used the data and 
context provided in the question. It should be noted that data needs to be 

used rather than simply restated if learners are to achieve higher grades. 
Credit is always given for the use of data within responses and will 

sometimes act as a means of showing the understanding that the learner 
has of the specification content. 
 

As with the previously released test, there is still evidence to suggest that 
the subject content is being taught well. This is evident through the number 

of learners who are demonstrating sound understanding of the general 
knowledge and concepts in the specification. There is still room, however, to 
help learners develop deeper understanding of the key terms and concepts 

underpinning the unit allowing learners to achieve the required development 
marks. 

 
As stated in the report on the first retired test, one of the skills tested is the 

ability to carry out and manipulate financial data. It is pleasing to see that a 
number of learners are able to recall simple financial formulae and apply 
these to the data provided. Centres should look to develop learners’ ability 

to carry out multi-stage calculations such as reordering the breakeven 
formula or calculating and applying discounts to data provided. The 

mathematical tools that should be learnt are outlined within Annexe C of the 
specification and should be considered within delivery of the specification to 
prepare learners for their use in a financial context.  

 
Finally, centres are reminded that the focus of the assessment will be on the 

financial issues which face businesses of various types. In some of the 
questions, as with the previously retired version, a number of responses 
were seen which were not financially related. Responses provided should 

always be linked back to financial considerations facing the business stated 
in the question. Where a learner response has no link to the financial issues 

in the question, no credit will be given. 
  
  



 

Question 1 
 

 Targeted Specification Area: Learning Aim A2  
 Understand how businesses make a profit  
 
This question was looking to test the learners understanding of what 

represents an example of expenditure within a business. Although over half 
of the learners were able to answer this question correctly it was 
disappointing that a number could not. This suggests that learners are not 

clear as to what is meant by the term expenditure. It is important that 
learners take care to carefully read all of the responses that are presented 

to ensure that they are able to give consideration to all of the possible 
responses available. This is a good example of the type of question where 
the deeper understanding is required as learners need to not only know 

what expenditure is but also what would constitute an example of 
expenditure. 

 
 
 

 
 

Question 2 
 

  Targeted Specification Area: Learning Aim A2 
 Understand how businesses make a profit  
 

The focus of this question was to test the understanding of learners as to 
what constitutes a source of business revenue. Similar to Question 1, this 

tests the depth of understanding requiring learners to identify an example 
of revenue. Outcomes suggest that this area was well understood by 
learners with almost three quarters providing the correct answer.  

 
 

 
 
 

 
 

 
 

 
 
 

 
 

 
 
 

  



 

Question 3 
 

  Targeted Specification Area: Learning Aim C1 
  Understand how businesses measure success 

 Statement of financial position (Balance sheet) 
 
This question was not as well answered as anticipated. The data shows that 
many learners failed to get a single mark on this question. As with the 

previous two questions, examples were required to test the learner’s depth 
of understanding. The most popular answer seen was that of loans, and 

some learners were able to provide two correct external sources of finance. 
Centres need to ensure learners are aware of a range of examples of 
internal and external finance.  

 
 

 
The example below shows a response that achieved both of the marks 
available. This is an example of good practice as it not only achieves the full 

mark allocation, but it also uses short responses to answer the question set. 
Where “State”, for example, is used as the command verb, then it is not 

required to go into depth within the answers given. 
 

 
 

The second example below would also have achieved two marks however 
time would have been wasted in providing the explanations within the 
responses given. This would have gained learners no extra marks and may 

have taken time away from answering questions later in the assessment.  
 

 
 

It is therefore important that centres prepare their learners for the 
examination by helping them understand the requirements of the command 

verb in the question. 
 
 



 

Question 4 
 

 Targeted Specification Area: Learning Aim A2  
 Understand how businesses make a profit 
 
As mentioned in the General Comments, there will be a number of 

occasions within an assessment where the numerical understanding of 
learners is tested in the context of topics within finance. In this question 
learners were required to carry out a calculation for total cost based upon 

using information relating to direct and indirect costs. The majority of 
learners were able to calculate the correct total cost for the given business. 

 
 
 

It was pleasing to see that the majority of learners were able to give the 
correct answer, however there were a large number of learners who did not 

make use of the facilities available to show the process used to achieve the 
correct calculation. It should be remembered that if the answer given is 
incorrect learners can still be given credit if they demonstrate the correct 

process in the working box. It is important therefore that centres are able to 
teach learners how to use the working box for all questions which require a 

calculation. 
 
The response shown below is an example of good practice as it makes use 

of the working box to demonstrate the calculation, and the correct answer is 
then transposed into the answer box. This response achieved full marks. 

 

 
 

The benefit of using the working box is clearly illustrated in the second 
example below. The learner has provided an incorrect answer in the answer 
box which, if no workings had been shown, would mean the learner would 

achieve no marks. By showing the workings to the calculation and providing 
the correct answer at the end within the working box, the learner was 

awarded full marks for the response given.  
 



 

 
 
The importance of showing the workings out for calculations cannot be 

overstated and learners should be encouraged to do this on every occasion 
where the opportunity arises. 
 

Question 5 
 

 Targeted Specification Area: Learning Aim B2  
  Understand the tools businesses use to plan for 
success 

 Cash flow forecasting 
 

This question was well answered with nearly three quarters of leaners able 
to identify the example of a cash outflow from the four responses given. 
This suggests that this area is well taught within centres and that learners 

understand the difference between cash inflows and cash outflows as well 
as being able to correctly identify examples of these. 

 
 

Question 6 
 

 Targeted Specification Area: Learning Aim C1  
 Understand how businesses measure success 

  Statement of financial position (Balance sheet) 
 
Again this question was answered well with almost two thirds of learners 

giving the correct answer. This suggests that centres generally are teaching 
the basic definitions of the terms that appear within the financial 

documents. Also, these definitions are fundamental to later questions in the 
test.  
  



 

Question 7 
 

  Targeted Specification Area: Learning Aim B2 
Understand the tools businesses use to plan for 

success 

Cash flow forecast 
 

This is the first question on this test where a longer response would have 
been required from the learner. A number of learners found this question 

difficult shown as the mean mark was lower than half of the four marks 
available for the question. It is important that learners carefully read any 
stem at the start of the question as this gives the context which can be 

used later in the answer. As stated previously, this is a vocational 
qualification where credit will be given for responses which make use of, or 

demonstrate understanding of, the context. This question proved to be a 
good test, not only of the theory behind the question, but also of effective 
examination technique. There was evidence of misunderstanding in some 

learners’ responses in relation to the use of the terms surplus and profit, 
and deficit/shortage and loss. A number of learners think that these terms 

are interchangeable. Centres should ensure that their learners understand 
in which context these terms should be used. Learners should not be 
discussing profit and loss when answering questions about cash flow 

forecasting. This accuracy in the use of business language is important and 
is reflected in the marks awarded. 

 
For Part (a) learners were informed that the owner may not have enough 
cash to pay bills and were asked to give two other risks the business could 

face if a cash flow forecast is not produced for the business. It was evident 
that a number of learners did not read the stem as they restated “not being 

able to pay the bills” as one of their answers and so could not be awarded a 
mark. Secondly learners did not seem to understand that a cash flow 
forecast is a predictive tool and that it forecasts things that may happen in 

the future. A number of learners were writing their response in the present 
rather than the future tense. Centres should therefore ensure learners read 

all of the material before attempting the questions. Additionally, centres 
should ensure that learners understand that cash flow forecasts are 

planning tools. 
 
Part (b) of the question returned to the issue of why not having enough 

cash to pay bills would be a risk to the business. Where “Explain” is the 
command verb, it is expected that learners are able to make a point for the 

first mark, and then develop this point to achieve the second mark on offer. 
When looking at learner responses there were a number of instances where 
a valid point was made and so achieved the first available mark but this was 

not then developed to achieve the second mark. 
 

The example below shows a response which achieved full marks for the 
question. In Part (a) the learner has correctly identified two other risks of 
not producing a cash flow forecast. In Part (b) the learner has provided a 

reason why not having enough cash to pay bills will be a risk through 



 

stating that he will not be able to keep the business running. The 
development mark from this is shown by stating that suppliers may refuse 

to trade with the business if it cannot pay its bills. 
 

 

 
 
Below is another response that achieved full marks. Again the learner has 

given two other correct responses for Part (a) and in Part (b) they have 
identified towards the end of their answer that it would cause the business 
to stop trading which is developed into the fact that this would lead to the 

closure of the business. The first part of the answer is not as well developed 
and on its own would not have achieved the two marks available in Part (b). 

 

 
The final example is one which has achieved two marks in total. One mark 
has been achieved in Part (a) and one mark has been achieved in Part (b). 



 

In Part (a) the mark is awarded for “forgetting when payments are due”. 
The second response is not worthy of credit as it is not a risk directly 

related to not producing a cash flow forecast but is more an administrative 
error by the business. In Part (b) one mark was achieved for identifying a 

valid risk in that the business would end up in debt. This has not been 
developed appropriately and therefore would not achieve the second mark 
on offer. To achieve the second mark the learner would have needed to 

further develop the point made at the start of the response. 
 

 
 
 

Question 8 
 

Targeted Specification Area: Learning Aim A1 
Understand the costs involved in business 

 
This is the first multiple choice question where two selections are required 

in order to achieve the two marks on offer. A small number of learners only 
provided one response. Centres should again ensure that learners read the 
question carefully to understand what is required of them before attempting 

the question. On the whole most learners were able to identify one example 
of variable costs from those listed. Centres may wish to focus on providing a 

wide range of examples of the different types of costs so that learners can 
demonstrate the deeper understanding of this area by being able to apply 
their knowledge to different examples of costs provided in questions. 

 
  



 

Question 9 
 

Targeted Specification Area: Learning Aim B2 
Understand the tools businesses use to plan for 

success 

Cash flow forecast 
 

This is the first of two extended writing questions on the test paper. As well 
as testing the ability of learners to write extended answers to the question 

set, these questions are also designed to test the skills of analysis achieved 
through the use of data and context. To this end it is important that 
learners carefully read and understand the given context and data before 

attempting the question. This will not only provide the learner with an 
understanding of the context within which they should be answering the 

question, but also provide material which can be considered by the learners 
within their responses. On the whole this skill is not demonstrated by a 
large number of learners. Centres should be encouraged to develop these 

skills with learners prior to sitting the assessment. 
 

The extended writing questions are marked using a levelled mark scheme. 
On many occasions it was clear that learners had not developed the 
necessary extended writing techniques required to access marks within 

Levels 2 and 3 of the mark scheme. The mean mark achieved for this 
question was in the middle of Level 1 which is effectively demonstrating the 

ability to state points relating to the case study. There was little evidence of 
developing these points further and in context to address the focus of the 
question. It is important that learners do this as it will allow movement 

through the levels in the mark scheme. 
 

For this question, learners were asked to discuss the impact of the changes 
in costs and revenue on the business in the stimulus material. Again it is 
important that learners carefully read this material as there were a number 

of instances where learners provided answers that were inaccurate in the 
use of the data. Although data may be produced in standard formats if 

related to financial documents it may also be presented in different formats 
as it is in this case. Centres should look to develop the understanding that 

learners have of accessing data in different formats in order to answer the 
question set. 
 

It was also noted in a number of the responses seen that the quality of the 
written communication hindered the achievements of some learners as they 

could not clearly convey the meaning of what they were trying to say. This 
limited their ability to develop the chain of argument necessary to achieve 
within Level 3. Most learners were able to identify some impacts of the 

changes in their responses. Whilst this achieves marks for the learner, they 
should then go on to develop this and look at consequences and effects of 

the changes to move their answer through the levels. 
 
 

  



 

Below is an example of a learner response that achieved full marks. This 
response clearly demonstrates the skills required to achieve a mark within 

Level 3. Within the response, the learner has provided a well-balanced 
answer in that they have considered both changes in notebooks and diaries 

in equal measure. They have also considered a number of impacts within 
their response by considering the changes in the data and the effects that 
this may have on the business through discussing for example the effect on 

the breakeven point. There is also evidence of effective use of data 
throughout the response which makes this a good example of the level of 

depth required to achieve a response worthy of Level 3 (8 marks). 
 

 
 

This response below is an example of a response that achieves at the top of 
Level 2 (6 marks). In it the learner has discussed two impacts although 

there is an imbalance between the two discussions. The learner though has 
linked their response to the context of the question and has made use of 
the data within it. The learner has discussed two impacts of the changes 

shown within the response provided. The response relating to diaries though 
is less developed than the notebooks which is where the imbalance comes 

from. In order to move their response into Level 3, the learner would have 
to have made full use of all of the material within the context as well as 

improving the balance between the points made within their answer. 
 

 
 
The final response below is an example of a response which would achieve a 

mark at the top of Level 1 (3 marks). In the response the learner has 
identified more than three points within the response provided. These points 
though have not been developed in any way and there is little or no use of 

data within the response given. The majority of these points have 
effectively been taken from the data table provided. In order to move this 

response into Level 2, the learner would have to have developed at least 
one of these points or shown consideration of these points as impacts. This 
would have raised the achievement seen into Level 2. 

 



 

 
 

The main message that comes out of the evidence seen is that centres 

should develop the ability of their learners to take points raised from the 
data and then develop these in order to achieve beyond Level 1 in their 
responses. 

  



 

Question 10 
 

Targeted Specification Area: Learning Aim B1 
Understand the planning tools businesses use to 

predict when they will start to make a profit 
 
This question was not well answered by the learners with a mean mark 
achieved of just over one. This suggests that learners did not have a deep 

understanding of the use of breakeven analysis. Nor did they demonstrate 
an understanding of concepts such as the margin of safety and how these 

can be used to help manage a business. This is an example of a question 
where a depth of understanding in addition to the breadth of knowledge is 
needed to be successful. Centres should ensure that wherever possible they 

focus not just on the definitions of the key terms, but also the importance 
and use when applied to contexts provided within an assessment. 

 
For Part (a) the learners were told that break even allows the margin of 
safety to be calculated. They were then asked to give two other benefits of 

using breakeven analysis. This is where the majority of learners were able 
to pick up marks for stating that break even shows the level of profit/loss at 

a given level of output. This indicates that learners have a general 
understanding of the use of breakeven analysis. Some learners attempted 
to use opposites within their answers such as shows where a profit is made 

and shows where a loss will be made. Candidates that employ this tactic will 
get one mark only and centres should discourage their learners from 

answering in this way. 
 
Part (b) was not answered well which implies that learners do not 

understand the concept of the margin of safety and why it is useful for a 
business. There were a number of blank responses where learners had not 

attempted the question. For those that did attempt, a response there were 
a large number which showed a lack of understanding.  

 
As mentioned in Question 7, centres should look to practice with their 
learners the idea of making a point and then developing it in order to 

provide the required level of explanation required at this level of study. 
 

The response below models the achievement of all four of the marks 
available. In Part (a) there are two clear statements of two benefits of using 
a breakeven analysis for a business. This would have achieved the two 

marks available. In Part (b) the learner has shown an understanding of 
what the margin of safety is in the first part of their response to achieve the 

first mark. The second mark has been achieved where they have 
commented on how knowledge of this can then be used to manage business 
activity. This is a good example of how to write an answer where an 

explanation is required for two marks. 
 



 

 
 
The second example is more typical of the responses seen by examiners. In 
Part (a) the learner has provided two responses which are opposites of one 

another. As stated above, this meant that only one mark could be awarded 
for this part. In Part (b) the response provided is vague and does not show 

the required understanding of the margin of safety meaning no marks can 
be awarded.  

 
 
The final example is not typical of those seen in that whilst the response 

scored two marks, both of the marks were achieved in Part (b) with no 
marks achieved in Part (a). The reason for including this in the report is to 

look at the common misconception that some learners have regarding 
breakeven analysis. The responses provided by the learner in Part (a) are 
common errors as the items identified (i.e.: total revenue and 



 

spending/total costs) would already have been known prior to the 
construction of a breakeven chart. It is important that learners are able to 

understand the need to make comments which relate to the active use of a 
breakeven analysis rather than identifying the constituent parts of it. In Part 

(b) the learner has provided a response which shows an understanding of 
margin of safety and what action might be taken once it has been used. 
Whilst it is not well written, sufficient understanding has been shown with 

an appropriate development provided in order to achieve the two marks for 
Part (b). 

 

 
 
 

 

Question 11 
 

Targeted Specification Area: Learning Aim A1 

Understand the costs involved in business 
 
This question was well answered by the majority of learners with 90% 

getting both answers correct. Centres should be congratulated on their 
teaching of this topic area as learners seem to not only understand what a 

start-up cost is but were also able to select appropriate examples of them 
from a list of different costs provided in the question. Centres should 
therefore continue to ensure that learners can define this key term and also 

continue to be able to give or select relevant examples as appropriate. 
 

  



 

Question 12 
 

Targeted Specification Area: Learning Aim C1 
Understand how businesses measure success 

Statement of financial position (Balance sheet) 
 
Learners found this question difficult and the majority of learners failed to 
achieve any marks. In essence the question is no different to the previous 

question, asking for learners to give two examples of something; in this 
case it is two examples of fixed assets.  

 
However, many learners confused the term fixed assets with fixed or 
variable costs. Again this is a good example of where learners may have a 

breadth of understanding but are not able to demonstrate the required 
depth of understanding, in this case by not being able to give examples of a 

fixed asset. Learners should be familiar with the term as it is stated in the 
specification and centres should ensure that definitions and examples are 
clearly understood. 

 
The example below was typical of many responses seen where the learner 

has provided two examples of different costs within a business rather than 
fixed assets therefore achieving no marks. 
 

 
 

 
In the second example the learner has provided two relevant examples of a 
fixed asset which would achieve both of the marks on offer for the question. 

 

 
 

It should be noted though that in both responses, regardless of outcome, 
the learners have limited their responses to just giving the two examples 

rather than providing any explanation which is an example of good practice 
for this type of question. 



 

Question 13 
 

Targeted Specification Area: Learning Aim C1 
Understand how businesses measure success 

Income statement (Profit and loss account) 
 
This question was designed to test the understanding of the purpose of an 
income statement. There were few learners who were able to accurately 

identify the answer from the options given. This could be due to a lack of 
understanding as to the purpose of the income statement although it could 

also be due to the learners not carefully reading the various options 
available to them. At this stage in the paper the level of challenge increases 
so it is important that learners carefully read what is being asked of them. 

This is particularly the case with multiple choice questions where options 
may be similar to one another. 

 
 

  



 

Question 14 
 

Targeted Specification Area: Learning Aim B1 
Understand the planning tools businesses use to 

predict when they will start to make a profit 
 
As mentioned in the previous Lead Examiner’s Report, the ability to carry 
out complex calculations using financial data is an important skill. Centres 

need to focus on in the preparation of their learners for assessments of this 
type. In this case, learners have been asked to calculate the fixed costs for 

a business by reordering the breakeven formula. It should be noted that 
any calculation relating to breakeven will always state the basic formula 
within the material provided for the question. 

 
Few learners were able to achieve full marks on this question. The ability to 

change the subject of an equation is one of the mathematical skills Level 2 
learners are expected to have as stated in Annexe C in the specification. 
Centres would be advised to ensure that their learners are aware of the 

stages that should be followed when looking to complete such an operation. 
Centres could also make their learners aware of what would be a realistic 

answer. Some responses were seen where a response was given which was 
obviously too high a figure. Where learners are trained in identifying answer 
which “looks” wrong, then it may give them another opportunity to 

reattempt the question. 
 

The value of using the working box was again evident in this question as 
some learners achieved marks for some of the stages followed in the 
calculation. One such stage was the identification of the correct figure for 

total variable cost which was given some credit within the mark scheme. 
This also highlights the importance of reading all of the contextual material 

as it will contain information which could be used within the calculations. 
In the first example below, the learner has used the working box to 

correctly identify the right answer. All stages are present which would have 
enabled the learner to gain some marks had there been a transcription 
error. 

 

 
 



 

This idea of showing your workings out is illustrated well within the example 
below where the learner has followed the stages to calculate the correct 

answer (£3960) but has then continued the calculation and transposed the 
incorrect answer into the answer box. Marks can be awarded for the correct 

answer whether it appears in answer box or the working box. As the correct 
answer is given then full marks can be awarded. 
 

 
 
 

 
 
The final example shows again the benefit of using the working box in 

providing a response to the question. Although the incorrect answer has 
been provided, the learner has calculated the correct answer for the total 

variable cost which means that the learner achieved one mark. 
 

 
 

 
  



 

Question 15 
 

Targeted Specification Area: Learning Aim B2 
Understand the tools businesses use to plan for 

success 

Cash flow forecast 
 

This question was designed to test the operational understanding of a cash 
flow forecast. Few learners were able to achieve full marks from the 

question. Where marks were achieved, the most common correct answer 
given for one mark was for the net cash flow in Month 2. Again this is a 
good example of learners being able to show their deeper understanding of 

cash flow forecasting. To achieve the mark for the opening balance in Month 
1, learners would have to carry out a reverse calculation to arrive at the 

correct answer. This emphasises the importance of using the working box 
as credit may be given for the process or correct answer stated here. 
 

In the example below, the learner has achieved one mark for the correct 
net cash flow in Month 2, however this is not stated correctly stated in the 

answer box. The correct answer though has been calculated and stated in 
the working box therefore allowing one mark to be awarded.  
 

 
 
  



 

Question 16 
 

Targeted Specification Area: Learning Aim C1 
Understand how businesses measure success 

Income statement (Profit and loss account) 
 
Most learners were able to achieve some marks on this question, however 
very few responses were seen that achieved full marks. Centres should be 

aware of the need to encourage their learners to carefully read the question 
and data provided before answering the question. A large number of 

learners gave the response which simply restated the stimulus material as 
one of their answers in Part (a). This is another example where the use of 
the working box for calculations enabled learners to pick up marks in Part 

(b) for getting part of the process correct even when their final answers 
were incorrect. 

 
There was a discrepancy between the marks awarded for Part (a) and those 
in Part (b). The majority of the marks on the question as a whole were 

achieved in Part (a) with few marks achieved for the calculation. In some 
ways therefore, the question acted as a good discriminator between the 

learners undertaking the assessment. It was pleasing though to see a better 
level of understanding of the income statement in terms of how changes in 
some items affect the profits or losses made by a business. Fewer marks 

were achieved by learners in Part (b) and the comments that have been 
made in relation to the approaches that should be used in mathematical 

responses should be practiced by centres to develop the numerical skills of 
their learners in relation to financial data manipulation. 
 

The response below is a good example of how to address the requirements 
of a question of this type. In Part (a) the learner has provided two valid 

responses as to how the losses of the business can be reduced. For Part (b) 
the learner has stated the correct answer in the answer box and has backed 

this up with the stages they have gone through to arrive at this answer in 
the working box. Centres should again use this as an example of good 
practice as to how to approach questions of this type. 

 



 

 
 
The second example shows a response which achieved three marks. The 

learner has provided two appropriate responses in Part (a). In Part (b) 
although the learner has provided an incorrect answer in the answer box, in 
the first line of the working box they have correctly calculated the correct 

discount applied which is worth one mark. Again this is an example of the 
value of using the working box when completing numerical calculations. 

 

 

 
 
 
  



 

Question 17 
 

Targeted Specification Area: Learning Aim C1 
Understand how businesses measure success 

Statement of financial position (Balance sheet) 
 
On the whole, learners found this question difficult. Again it is a question 
which tests the deeper understanding the learners have of the financial 

statements that are used within businesses. There were are large number of 
learners who did not achieve any marks on this question and this implies a 

lack of understanding of this key business concept.  
 
As the question requires an explanation, learners were expected to provide 

a comment which addresses the question followed by a relevant 
extension/development of the initial point that was made. There were few 

examples of leaners achieving full marks for this question. Centres should 
therefore be encouraged to introduce additional depth into the teaching of 
financial statements looking at the issues behind the calculations and 

content. 
 

The example below shows a typical example of a response which achieved 
one mark. The learner has shown an understanding of what working capital 
is. They have not, though, developed any of the points made. This could 

have been in the form of writing about the importance of this for a small 
business. If this had occurred then the learner would have achieved both of 

the marks available for the question.  
 

 
 

The learner response below shows how the required development can be 

achieved. For the first mark the learner has identified the importance of 
working capital in terms of the need to have money to run the business on 
a day-to-day business. The learner has then developed their answer to 

consider what would happen to the new business if they did not have 
working capital available. The learner has used the context in the question 

to ensure that the development was achieved. 
 

 
 

Again is should be stressed that learners need to have a deeper 
understanding of the key terms used within financial documents in order to 

support their responses to questions across the paper as a whole. 
 
 

 



 

 

Question 18 
 

Targeted Specification Area: Learning Aim C2 
Understand how businesses can be more successful 

 

The second of the extended writing questions on the paper was focused on 
the interpretation of data within a statement of financial position with a 
view to discussing possible solutions to problems that were raised within it. 

This style of question is designed to test the understanding of learners as to 
the meaning, use and significance of the data contained within financial 

documents, which in this case was the statement of financial position. When 
faced with such questions, it is expected that learners would have to be able 
to understand the operation of such documents in order to be able to 

identify the problems that it contains. 
 

It was clear from the responses seen that there was a significant number of 
learners who did not have a working understanding of the purpose and 
operation of the statement of financial position. Again this is another 

instance of where learners have a general understanding of the theory but 
not the deeper understanding that is necessary to develop answers at a 

higher level. Centres again should develop this deeper understanding in 
learners prior to undertaking the assessment so that learners can better 
access the higher levels within their responses. 

 
The mean mark for the question was within Level 1 which again indicates 

that learners did not demonstrate the necessary skills to achieve at levels 
above this. Many learners commented on the costs in the business and cash 

flows which were not part of the extract provided.  
 
The most common response seen was that figures had gone up or down (for 

example, fixed assets went down, retained profit went down etc.) but this 
was not backed up with any comments relating to why this was significant 

or what could be done to deal with any of the problems identified. Part of 
this would come from the lack of understanding, however part could be due 
to the lack of good examination technique where learners fail to respond to 

the question set. 
 

As with other similar questions, it is important to stress that the data 
provided with the question should be used rather than simply restated when 
learners provide a response. In this case, learners could have commented 

on how much individual items had increased or decreased. This ability to 
use data rather than restate it is important as it can act as a means to lead 

discussion towards higher level achievement. 
 
 

 
  



 

The response below shows an example which achieved a mark at the top of 
Level 1. The learner in this instance had listed some solutions. None of the 

solutions provided has been developed and so cannot be awarded higher 
marks. If the learner had developed one of these solutions well, or provided 

some simplistic development for two of the solutions identified, 
achievement would have been in Level 2.  
 

 
 

The second example achieved a mark at the bottom of Level 2. The learner 
has considered two solutions, each with some development, and provided 
some link back to the context. Whilst both solutions effectively address the 

same problem, the fact that two solutions are considered would give the 
level as indicated. To improve this mark the learner should ensure that they 

provide solutions to two different problems with the context being 
maintained, preferably through the use of the data provided.  
  

 

 
 

 
In final response achievement was at the top of Level 2. The learner in this 

instance has provided a detailed solution to one problem. There is some use 
of the data in the first paragraph of the response and the context has been 

maintained throughout. In order to move the response into Level 3 the 
learner would be expected to consider two or more problems/issues in the 
same detail together with better use of the data to support the solutions 

that are being proposed. 
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