Cash Flow Forecasting – Answers to Past Paper Questions
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Examiner’s Feedback
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11 Discuss how useful 2 cash-flow forecast can be to a small business such as
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In contrast, the following example was a level 1 response and was awarded just 1
mark. This learner shows very superficial understanding of the concept (e.g.
expected money generated) but then goes on to discuss profit, showing no real
understanding of a cash flow forecast.
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11 Discuss how useful a cash-flow forecast can be to a small business such as
Belia’s Bean Bags.
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Question Answer Mark
Number
7 Award one mark for any of the following up to 3 | 2
maximum of two marks:
Credit sales (1) loan (1) capital introduced (1)
sale of assets (1) bank interest received (1) grant
Y
Accept any other appropriate responses.
Question Answer Mark
Number
s ‘Award one mark for the identification of a benefit | 2

and one additional mark for the appropriate.
expansion, to a maximum of two mark

Jenny can plan expenditure (1) and ensure she
oes not overspend (1)

Jenny can monitor her revenue (1) and take
action if she falls below target revenue (1)

Accept any other appropriate responses.
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Question
Number

‘ Answer

5

Award one mark for each as shown.
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October | November | December | January | February | March
Income
Sales 21000| 22600 | 284s0| 14250 | 17500| 19650
Total Income. 21000 22600| 284s0| 14250| 17s00| 19650
Expenditure.
Purchases 1480 12300| 14500 s200| om| sasom
Other.
expenditure 10773| seas| 11200 99s3| se0 680
Total 11580
Expenditure. 22253 222e5| 25700| 18163 w| 191300
Openingbalance | 12450 | 11197| 11552 | 14332 10419 | 16379(1)
Net Flow 1253 35| 2780 3e13|sesoq| s20()
16379
ClosingBalence | 11197 | 11552| 14332 | 10419 | 1680901
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Question | Answer Mark
Number
11 Indicative content:

Benefits

Planning for the future - can make better decisions or
plan for unforeseen occurrences

Monitoring performance - can help identify times when
financial support is needed

Control of cash in and out of the business - plan
payments and collections more effectively to reduce
pressure

Target setting for the future

Required by investors if seeking a loan / finance

Can identify where / when additional finances may be
required

Limitations

Itis only a prediction / forecast
Forecasted inflows and / or outflows may be incorrect
Inflows and / or outflows may change depending on
external factors
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Mark scheme (award up to 6 marks) refer to the guidance on the cover of this
document for how to apply levels-based mark schemes*.

Level

Mark

Descriptor

Level 0

0

No rewardable material.

Level 1

1-2

+ Demonstrates isolated knowledge and understanding of
relevant information; there may be major gaps or omissions.

« Provides little evidence of weighing up of competing
arguments / pros and cons in context; discussion likely to
consist of basic description of information.

« Meaning may be conveyed but in a non-specialist way;
response lacks clarity and fails to provide an adequate answer
to the question.

Level 2

« Demonstrates accurate knowledge and understanding of
relevant information with a few gaps or omissions.

« Discussion is partially developed, but will be imbalanced.
Evidences the weighing up of competing arguments / pros and
‘cons in context.

« Demonstrates the use of logical reasoning, clarity, and
appropriate specialist technical language.

Level 3

5-6

+ Demonstrates accurate and thorough knowledge and
understanding of relevant information; any gaps or omissions
are minor.

« Displays a well-developed and balanced discussion,
demonstrating a thorough grasp of competing arguments /
pros and cons in context.

« Logical reasoning evidenced throughout response which is
clearand uses specialist technical language consistently.
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This question produced a wide range of responses. Learners who scored highly on
this question were able to explain the benefits and drawback of using a cash-flow
forecast in a coherent manner showing knowledge which was well developed.
Learners who produced a one sided argument were unable to achieve the higher
band marks.

In the following example, the response is level 3 and scored 5 marks because the
learner demonstrates a thorough knowledge and understanding of why a cash-flow
forecast is important




