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Grade Boundaries

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, at
Distinction, Merit, Pass and Near Pass.
Setting grade boundaries
When we set grade boundaries, we look at the performance of every learner who took
the external assessment. When we can see the full picture of performance, our experts
are then able to decide where best to place the grade boundaries – this means that they
decide what the lowest possible mark is for a particular grade.
When our experts set the grade boundaries, they make sure that learners receive grades
which reflect their ability. Awarding grade boundaries is conducted to ensure learners
achieve the grade they deserve to achieve, irrespective of variation in the external
assessment.
Variations in external assessments
Each external assessment we 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 assessment, because then it would not take
accessibility into account.
Grade boundaries for this, and all other papers, are on the website via this link:
http://www.edexcel.com/iwantto/Pages/grade-boundaries.aspx
Unit 3: Personal and Business Finance
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Introduction
This examiner report should be read in conjunction with the question paper and
the published mark scheme. The report provides an insight into examples of
responses that scored highly and responses that scored less. Centres could use this
with learners in their teaching to ensure they understand how marks are gained.
June 2017 was the first sitting of the Level 3 Unit 3 Personal and Business Finance
paper. The paper consists of two sections. The first section (Section A) focuses on
personal finance and consists of both short and longer answer questions, worth 36
marks in total. The second section (section B) is based around finances for
businesses, worth 64 marks in total.

Introduction to the Overall Performance of the
Unit
There were a number of examples of good practice and it was particularly pleasing
to see the high standard of some of the answers. Learners frequently
demonstrated good subject knowledge. To improve performance, a number of
learners would benefit from providing more balanced answers on the extended
writing questions and giving conclusions where required. Learners who scored
higher marks in these questions demonstrated not only strong knowledge and
understanding of the content being addressed, but also the ability to apply their
knowledge and understanding to the context provided. This is a fundamental
requirement of allocating the high marks in the extended writing questions ie those
questions starting with command verbs ‘discuss’, ‘analyse’, ‘assess’ and ‘evaluate’.
Learners would benefit from practicing their application of knowledge and
understanding through a broad range of contexts before taking the assessment for
this unit. Centres should also carefully consider how they plan their curriculum to
ensure that learners have had sufficient time to practice and prepare before taking
the external assessment.
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Individual Questions
Section A – Business Finance
Q1
This question was well answered with most learners gaining full marks. The
example below scored 2 marks.

Q2
This was a relatively-well answered question with a significant number of learners
gaining full marks. The following response is an example that scored two marks.

Common mistakes made by learners who did not score full marks included:



Appearing to misread the question
Offering advice about personal finance, rather than identifying different
sources of advice and guidance.

The example below shows that the learner may have misread the question, and
subsequently did not identify sources of advice and guidance. As a result, this
response scored no marks.
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Q3
Learners were able to identify the benefits of planning, though not always able to
develop their answers further. Some learners gave two benefits without any further
development, resulting in only two marks being given.
The example below shows a learner scoring all 4 marks by developing both of their
answers.

In the example below, the learner has developed their first point and scored 2
marks by identifying that a benefit is that it helps to avoid overspending. This is
then developed by stating that in turn this helps to avoid getting into debt.
However, the second answer was not relevant to personal finance so the overall
score was 2 marks.
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Q4
Some learners clearly knew the different types of car insurance (fully
comprehensive, third party, and third party fire and theft). They were then able to
draw comparisons between the types, including levels of cover, and discuss the
benefits and drawbacks of each. To score highly, discussions should have looked at
more than one type of car insurance, their features, advantages and disadvantages.
Features of car insurance typically discussed by learners included:





levels of cover provided by car insurance policies
relative costs of different types of policy
different types of excess and their relative costs.
optional features that can affect the cost of a car insurance policy, eg black
boxes windscreen cover, legal cover

Learners who discussed only one type of car insurance were limited to the first
level.
The following example is a level 3 response that gained 6 marks. It demonstrates
accurate knowledge of two types of insurance (it was not necessary to discuss all
three). Good comparisons are made between the two and some discussion of
features are also included.

“The best solution would be fully comprehensive as it gives full cover
on her car after paying any excess. This will cover any costs in the
case of accident, theft or fire. It may also provide some additional
benefits such as breakdown cover included in the price. However this
type of cover can be more expensive whilst the breakdown cover may
not actually be required. With third party it covers the other car if she
is in a crash or her car is stolen / set on fire. This means she will need
to pay for repairs to her own car which could prove very expensive
compared to the cost of her car. At her age third party may not be
that much cheaper to buy though. As she is a new driver she may be
more likely to have a crash so fully comprehensive may be better for
her.”
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In comparison, the example below is a level 2 answer that scored 3 marks. The
learner does not mention explicitly that third party insurance will mean her own car
is not covered so the argument for this type of car insurance lacks balance. There is
limited discussion, focusing only on cost and protection. Had the learner been able
to discuss positive and negatives for each type of car insurance, and brought in
other features, this would have scored higher marks.
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Q5
Some learners understood both investing in shares and savings accounts, and were
able to discuss the benefits and drawback of each. Learners who applied their
knowledge and understanding to the context provided in the scenario (risk vs
reward) of someone recently being made redundant were able to pick up higher
marks. Responses that were limited to only one method scored more limited marks
as a result. Having a balanced argument for both types with good content to the
question gave access to the higher bands.
The following example is a level 3 response that scored the maximum of 10 marks.
The learner has discussed both savings accounts and shares, and discussed a
number of the features for each. They also provide both benefits and drawbacks to
each option. A comparison has been made between the two options and a viable
option for Nitin to consider has been given as a conclusion.

“Putting your money in a savings account is risk free although it will
only give a small return as interest rates are quite low at the moment
so Nitin may not receive enough to pay his bills. There are some
savings accounts with different amounts of notice periods when they
can take money out which could cause problems if he needs the
money quickly. Shares could be a much better option as they can go
up in value quickly and he could be paid dividends each year which
will give him some income each year as a reward for his investment.
However Nitin could also lose his whole investment if the company
goes bust which is a significant risk to him. The shares may also fall in
value so is investment is worth less than the original amount.
Since Nitin has just lost his job he may need access to the money
quickly so a savings account with quick access may be a good option.
He could even split the money across both shares and savings to
spread the risk to ensure he has money in the short term but also the
longer term.”
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In contrast, the answer below is placed in level 2 and scored 4 marks. It discusses
the positives of a savings account without discussing the correct negatives (eg low
interest rates are likely to be received). There is a statement about the value of the
shares increasing and decreasing with the potential impact of these being
identified. A greater balance and depth of argument is required, coupled with a
greater link to the scenario in order to move this answer to the next mark band.
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Q6
Many learners showed good knowledge and understanding of one of either
bankruptcy or IVA and were able to explain the benefits or drawbacks of the one
they focused on. This limited the amount of marks such responses could be
allocated. The stronger answers were able to discuss the benefits and drawbacks of
both bankruptcy and IVAs, as well as link these to the context using the information
given in the scenario.
The following example is a level 4 response that achieved the maximum mark of 12.
The argument is balanced, showing the positives and negatives of both IVA and
bankruptcy. There is a clear application of knowledge and understanding of the
context by discussing the impact the decision could have on Daniel and his family.

“Bankruptcy could be a good option as it is relatively quick for him to
complete. It is also relatively low cost to apply for. However Daniel
has a young family and he could lose his home which would obviously
cause significant issues for the rest his family – not just himself – as
they would have nowhere to live. His credit history would be badly
affected and this is recorded publically on a register which could
cause him concern. An IVA would mean his debts are frozen and he
sets up a repayment plan for each month. Daniel could keep his
house and after 5-6 years the rest of the debt is written off. His
creditors might also be grateful that he is trying to ‘do the right thing’.
However failure to pay could still lead to bankruptcy so Daniel may be
no better off as a result. The costs of setting an IVA up are also much
higher and this could compound his problems. Furthermore his credit
history will still be affected. Overall I think Daniel should choose
bankruptcy as it is cheaper and will leave him debt free” despite the
impact it may have his self-esteem.”
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In contrast, the following example was placed in level 2 and scored 5 marks. The
answer is more limited in the argument put forward and lacks balance. Some errors
in knowledge are present and the conclusion is not fully justified. The drawbacks of
an IVA and the benefits of bankruptcy are not considered. There is a more limited
linkage of the response to the context provided.
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Section B – Business Finance
Q7
Some learners were able to gain full marks by saying that part of the cost is fixed
whilst part of the cost varies depending on usage. A number of learners gave
definitions of either fixed or variable costs so they did not score any marks.
The following example scored 2 marks.

“A cost which is partly fixed (eg line rental on a phone) and part
variable (eg charge per call)”
In comparison, the following example did not gain any marks. Whilst the learner
has used the word ‘variable’, they have not clarified their understanding of this.
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Q8
The majority of learners were able to correctly outline what drawings are.
This following response was allocated 2 marks because, as well as defining what
drawings are, the response was developed by providing an example.

In contrast, the following response scored only 1 mark. While the learner identifies
that it is money taken out, the learner does not develop their answer.
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Q9a (i)
A large number of learners were able to correctly calculate the contribution per
unit. Some learners went onto calculate the break-even point, which was not
required. These were rewarded with full marks since they had calculated the correct
figure earlier on.
The following response gained 2 marks for the correct answer.

In contrast, in the following example, the learner has divided the fixed costs by the
number of events. Since both answer and formula are incorrect, no marks were
gained.
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Q09a (ii)
A number of learners gained full marks for this item. Where learners did not score
full marks, the answer was incorrect and no correct workings or formula were
provided. Learners should show their working as marks can be gained for correct
formula (in words or numbers), even where the final answer is wrong.
In the following example, despite the learner giving an incorrect formula, this
answer received all 3 marks as the correct answer was given.

In the next example, the learner has given an incorrect answer. However, we can
see in the workings that they have correctly calculated the total variable costs of
£39,200 so this was rewarded with 1 mark.
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Q9b
Some learners gained full marks for this item. Where marks were lost, it was
commonly because the learner did not correctly label the lines of the break-even
chart as required by the question. Other marks were lost by starting the total costs
line at the origin, rather than from the fixed cost total. The lines drawn did not
always go to the final output level and the break-even point was not always
labelled. Where lines were correctly plotted but did not extend to the final part of
the graph, marks were given.
In the following example, the response was given all 3 marks. Although their total
revenue line is not complete it is heading to the correct point. Total revenue, total
costs and break-even point were all correctly labelled. The abbreviation was
allowed.
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In contrast, the following response received one mark. The learner has correctly
plotted and labelled total cost at £56,000. However, the starting point is incorrect so
this is not rewarded.
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Q10a
A minority of learners were able to calculate the gross profit. The correct formula
was not always shown and some irrelevant items were included in calculations
which resulted in losing marks. Forgetting to deduct closing inventory was also a
common error.
In the following example, the learner has not deducted the closing inventory from
the cost of sales so cannot score all four marks. However, the learner has correctly
shown the formula (1 mark) and calculated the sales revenue (1 mark). Cost of sales
is incorrect but since no irrelevant items have been included anywhere in the
calculation, this learner received a final score of 3 marks.

In contrast, the response in the following example scored 2 marks. The learner has
shown the formula and correctly calculated the sales revenue. However, an
irrelevant item is present in the cost of sales so no mark is given for the final figure
as it is incorrect.
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Q10b
This question contained an error. The term ‘carrying amount’ was used in place of
the term ‘net book value’. While the term ‘carrying amount’ is not incorrect, the term
used in the specification was ‘net book value’. This error was taken into
consideration during the awarding process to ensure learners were not
disadvantaged and that the grades awarded were fair.
The question produced a wide range of responses and therefore a wide range of
mark allocations. Learners were frequently able to calculate depreciation and the
carrying amount (net book value), together with the cash and cash equivalents.
However, marks were lost with the date in the title being missed, as well as for net
current assets, net assets and capital employed being incorrectly calculated.
Drawings were frequently added instead of deducted.
In the following example, this learner has correctly completed the statement of
financial position but has not put the date in so has scored 7 of the 8 marks
available.

20

In contrast, the response in the following example scored 3 marks. This learner has
correctly calculated the depreciation and deducted these to give the Net Book Value
(carrying amount). However, all other entries are incorrect so this response scored
3 marks.
To the Max
Statement of financial position as at:
Non- current Assets
Van
Equipment

£

£

£

Cost

Depreciation

Carrying amount

10 800

1080

9720

4 000

400

3 600
13 320

Current Assets
Inventory
Trade receivables
Cash and cash equivalents

712
1 400
8 031
11 872

Current Liabilities
Trade payables

472
472

Net Current Assets

15 320

Long Term Liabilities
Bank loan
Net Assets

8 000
8 000

Financed by
Opening capital

10 000

Profit for the year

12 720

Less drawings
Capital employed

6 000
28 720
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Q10c (i)
This question was not included when setting grade boundaries as a result of an
incorrectly used pound sign at the start of the answer space.
Learners who were able to remember the formula usually went onto achieving full
marks, but a number of learners were unable to do so.
In the following example, the learner has correctly identified the formula in words
and figures but then incorrectly calculated the answer so scored only 1 mark.

In comparison, in the following response the learner has correctly rounded the
answer up to a whole day and scores 2 marks.
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Q10c (ii)
As with 10c (i), this question was not included when setting grade boundaries as a
result of an incorrectly used pound sign at the start of the answer space.
Learners who were able to remember the formula frequently went onto achieving
full marks but a number of learners were unable to do so.
In the following example, although the learner has not shown the formula correctly,
they have calculated the answer correctly and rounded up to a whole day so scores
2 marks.

However, in the next example, the learner has correctly identified the formula in
words and figures but then incorrectly calculated the answer so the response was
only given 1 mark.

NB When calculating the trade receivable days and trade payable days ratios, answers must always
be rounded up to a full day.
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Q11
Learners who scored highly on this question were able to explain that their debts
must be paid so turning current assets into cash is important. They were also able
to explain the consequences of not paying them on time.
In the following example, the response is level 3 and scored all 6 marks because the
learner demonstrates:





a thorough knowledge and understanding of why managing net current
assets is important
a well-developed and balanced discussion
a thorough grasp of the competing arguments in context
logical reasoning throughout with consistent use of specialist technical
language

“To the Max need to ensure they pay their current liabilities such as
trade payables and expenses such as wages and utilities by the agreed
deadline to avoid issues. If they fail to pay their suppliers they may
not receive goods which could affect future sales. Staff may not come
to work if they are not paid on time which could make running the
business difficult. They therefore needs to ensure they have money
available to pay both of these. Not holding too much inventory or
having too many trade receivables will help to improve the cash flow
of “To The Max” as money will not be tied up and can be used to pay
any money owed”
In contrast, the following example was a level 2 response and was allocated 3
marks. This learner shows some superficial understanding of the concept (eg
solvent) and why current assets should be higher than current liabilities, but the
answer lacks depth and does not give any specific reasons as to why it is important
other than getting into debt.
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Q12
Most learners were able to identify a number of ratios and explain each of these
well. However, the question focused on ratios as a whole so a more holistic
viewpoint was required. Some learners did this well and were able to explain the
benefits of using ratios and also discuss the drawbacks of relying on ratios. These
learners scored highly.
In the following example, the response was allocated at the top of level 3 and
scored 8 marks. The learner gives a good explanation of how ratios could be used,
as well as identifying a number of benefits and limitations to ratios.

“Ratios can be used to measure performance against competitors or
previous years. It allows them to see whether any actions taken
during the year to improve the business had an effect. It allows them
to see where a competitor may appear to perform better than they
are. They can compare their current ratio to see if they are working
more efficiently than competitors for example. They can then come
with a plan on how to improve performance in the future based on
some of their competitors’ data.
However ratios are based on historic data which may not reflect the
current performance of the business. They may also be manipulated
by the use of different accounting techniques such as depreciation on
non-current assets. They also do not show external factors, such as
competition and do not give any non-numeric data about the
company such as customer loyalty.
Ratios taken in isolation are meaningless. Since Max has only been
running for a year he is unable to draw any historic comparisons at
this stage and finding any similar companies data might be tricky to
find”.
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In contrast, this following response is less well developed so was placed in level 2
with a score of 4 marks. Points are made on the benefits and limitations but these
have been made on a more superficial basis.
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Q13
Learners who scored highly on this item were able to make an argument for and
against Max reducing prices. They were able to give context, using numbers in
many cases to back up their argument (NB change in price or contribution is a very
useful calculation to add weight to an argument). A conclusion was often present
which was justified by the evidence they provided.
In this example, the learner scored in level 3, achieving the full 10 marks. Both sides
of the argument are considered and the learner has considered both short and long
term benefits as well as calculating the reduced contribution, showing excellent
context to the scenario.

“Max might decide to reduce his prices from £300 to £240. This would
reduce his contribution by £60 which reduces overall profitability.
However he may gain customers as a result which may improve
profitability in the longer term as he may attract more event bookings.
It might also help gain reputation to help him enter the wedding
planning market as customers may use him for both. The price for
weddings would fall from £400 to £3200 which reduces contribution
by £800 and thus reduce profits. However it may help him gain
market share and take sales from competitors. However reducing
prices could lead to competitors doing the same though so he does
not actually gain any customers but reduces his own profits. Also it
might be perceived that a lower price means lower quality service.
Price is not always a factor in something as unique as weddings where
the day needs to be “perfect” for the married couple.
Overall in the short term it could cost him profit but in the longer term
he could gain market share and could consider increasing his prices at
later point once he has established a customer base and reputation.”
In contrast, the response below scored 4 marks only, putting it at the bottom of
level 2. The learner did provide some balance to the argument, but there was
limited evidence of an argument for and against Max reducing prices. Overall, there
was limited evidence of application of knowledge and understanding to the context
provided.
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Q14
Learners were able to give a number of ways in which Max could improve his cash
flow. However, these were sometimes listed and there was no evaluation of the
impact of these actions. Learners who achieved higher marks were able to provide
balance to their argument on a number of points and used figures to provide
context. A conclusion was present which was justified by the balance of the
argument presented.
This following answer scored 12 marks, placing it at the top of level 4. The learner
has made a number of suggestions on how Max could improve his cash flow
position. The impact each method could have on the business has been considered,
providing good evidence of application of knowledge and understanding to the
context and a conclusion justified by the arguments presented is provided.

“Max could consider his staffing levels. He is paying the same amount
regardless of the expected sales inflow. He could reduce staffing when
sales are expected to be lower. However he might be short staffed as
a result and staff might not want to work variable hours as they need
a regular wage coming in.
Max should also consider getting longer trade credit periods. This
would help his cash flow as he pays them later. However his suppliers
may not wish to do this and could refuse as it negatively affects their
own cash flow. Max should also consider advertising more as the
adverts in August appear to have a positive effect on September’s
sales. However this might not be the cause as the advertising in
November does not appear to have improved sales in December
although we do not know what the sales would be without advertising.
Max could also consider taking out a loan. This may reduce any large
interest fees paid on the overdraft. However the loan would come
with interest and Max may end up paying more considering he is only
overdrawn in two months
Overall there are a number of ways Max could improve his cash flow.
It would be better to try a number of methods as small changes in
each will have a larger impact overall.”
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In contrast, the response below achieved the top of level 1 (3 mark). Although this
learner has come up with some suitable actions, they have not evaluated these by
suggesting the potential downside that their actions might bring. This one sided
argument meant that the learner did not address the question and lost marks as a
result.
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Summary
Overall, there are some clear examples of excellent practice taking place in centres.
Some strong examples of personal finance understanding has been recognised.
The following suggestions have been made on how learners can further improve
their responses.










Ensure the question is read carefully to answer the question being asked.
Ensure the amount of time is spread across the paper so all questions are
completed.
Always show formula and workings in the calculation questions.
Where there is more than one mark available knowledge points should be
developed further, rather than providing isolated points of knowledge.
Aim to produce a well-balanced argument on all questions worth 6 marks
and above. Where there are two or more elements to consider, always try to
provide the positive and negative points for each.
Use the scenario provided to apply knowledge and understanding in context.
If numbers are provided, this is a good opportunity to use these in answers
to support the arguments being presented. If relevant, do some calculations
(eg contribution per unit or reduction in profit) to help you to give good
context.
Provide a justified conclusion to the extended written answer questions
based on the arguments presented in the body of the response.
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