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The exams will measure how you have achieved the following assessment objectives.  

 

AO1: Demonstrate knowledge and understanding of business concepts and issues.  

 

AO2: Apply knowledge and understanding of business concepts and issues to a 

variety of contexts.  

 

AO3: Analyse and evaluate business information and issues to demonstrate 

understanding of business activity, make judgements and draw conclusions. 

 

 

 

 

 

 

 

 

 

 

GCSE Business is assessed by two final exams and is broken down in the following 

way: 



Unit 6 – Finance – Sources of finance 

What you need to know! 
 

3.6.1 Sources of finance Insecure Developing Secure 

Identify the main methods used to raise finance: including family 

and friends 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

  

 

 

Identify the main methods used to raise finance: including retained 

profits 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

   

Identify the main methods used to raise finance: including new 

share issued 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

 

 

 

 

 

Identify the main methods used to raise finance: including loan or 

mortgage 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

   

Identify the main methods used to raise finance: including selling 

unwanted assets 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

   

Identify the main methods used to raise finance: including 

overdrafts 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

   

Identify the main methods used to raise finance: including trade 

credit 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

   

Identify the main methods used to raise finance: including hire 

purchase 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

   

Identify the main methods used to raise finance: including 

government grants 

Analyse the advantages and disadvantages of each method for a 

given situation 

Evaluate the suitability for new and established businesses. 

   

 



The theory 

Key Term Definition 

Entrepreneur   

 

Internal source of 

finance 

 

External source of 

finance 

 

Owners Funds  

Interest  

Shareholder(s)  

Asset   

Trade Credit  

Collateral  

Mortgages  

Overdraft  

Hire purchase and 

leasing.  

 



 

 

Source of 

finance  

Features of this 

source of finance 

Internal 

or 

external 

Long/med 

/short term 

 

Benefits 

 

Drawbacks 

 

Bank Loan 

     

 

 

 

 

Loan from 

family & 

friends 

     

 

 

 

 

Overdraft 

     

 

 

 

 

Mortgage 

     

 

 

 

 

Own savings 

     

 

 

 



Source of 

finance  

Features of this 

source of finance 

Internal 

or 

external 

Long/med 

/short term 

 

Benefits 

 

Drawbacks 

 

New share 

issue 

     

 

 

 

 

Trade credit 

     

 

 

 

 

Selling 

unwanted 

assets 

     

 

 

 

 

Hire purchase 

     

 

 

 

 

Grant 

     

 

 

 



 

1. Identify two organisations that can help and advise Ellen with the finance for 

her new business start-up (2 marks). 

 

 

 

 

 

2. Identify two conditions the bank might laydown before considering financing 

Ellen’s business (2 marks). 

 

 

 



3. Apart from savings or a bank loan identify two other possible sources of 

finance for Ellen’s business (2 marks).  

 

 

 

 

 

4. Give a suitable reason why any financial institution might be reluctant to loan  

Ellen start-up finance for her proposed business (2 marks). 

  

 

 

 

 

5. Explain how a bank loan differs from an overdraft (3 marks). 

   

 

 

 

 

 

6. Explain two advantages of Ellen being offered a bank overdraft (4 marks). 
 

 

 

 

 

 

 

7. Analyse why Ellen might not want to borrow additional business finance from 

her immediate family (6 marks). 
  

 

 

 



 

 

 

 

 
8. If Ellen were to apply for, and be offered, a bank loan, would you recommend that 

she accepts it or not. Give reasons for your decision (9 marks). 

 

 

How to structure your 

answer: 

 

Paragraph 1: Should she 

accept the bank loan? 

 

Paragraph 2: Why should 

she not accept the bank 

loan? 

 

Use the steps below: 

 

Step 1 (P) – Make one point 

Step 2 (E) - Explain 

why/how your point is 

relevant.  

(C) Put your answer in 

Context by using evidence 

from the text to support 

the explanation of your 

point. 

Step 3 (An) – Analyse by 

writing about the impact 

and/or the consequence of 

your point. 

 

Paragraph 3: Conclusion 

A – Answer the question set. 

Make clear your decision. 

 

J – Justify your decision 

 

I – consider what the 

success of your decision 

depends on and the impact on 

the short and long term on 

the business. 

 

M – State the most 

important reason why you’ve 

come to your judgement 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



1. State a source of finance and analyse why it might be suitable for LazerTazer 

Ltd (6 marks). 

 

 

 

 

 

 

 

 

 

 

 



 

1. Morgan and Tim have worked out that they will need a bank loan of £10,000. 

State two features of a bank loan (2 marks). 

 

 

 

 

 

2. Analyse the reasons why Morgan and Tim might not want to use hire purchase 

to buy the double-decker bus they need for the business (6 marks). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



3. Morgan and Tim need to buy a suitable open top double-decker bus for the 

business, which is likely to costs about £10,000. They could either: 

 Borrow £10,000 from some of the other band members 

 See whether the local bank would give them a loan over five years. 

 

 

 

 

 

 

 

How to structure your 

answer: 

 

Paragraph 1: On the option 

you have chosen. 

 

Paragraph 2: Disadvantage 

of the option you have not 

chosen. 

 

Use the steps below: 

 

Step 1 (P) – Make one point 

Step 2 (E) - Explain 

why/how your point is 

relevant.  

(C) Put your answer in 

Context by using evidence 

from the text to support 

the explanation of your 

point. 

Step 3 (An) – Analyse by 

writing about the impact 

and/or the consequence of 

your point. 

 

Paragraph 3: Conclusion 

A – Answer the question set. 

Make clear your decision. 

 

J – Justify your decision 

 

I – consider what the 

success of your decision 

depends on and the impact on 

the short and long term on 

the business. 

 

M – State the most 

important reason why you’ve 

come to your judgement 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Unit 6 – Finance – Cash Flow 

What you need to know! 
 

3.6.2 Cash flow Insecure Developing Secure 

 

Understand the consequences of cash flow 

problems and the effect of positive cash flow. 

 

   

 

Understand how and why cash flow forecasts are 

constructed. 

 

   

 

Complete and interpret sections of a cash flow 

forecast (this includes an understanding of cash 

inflows and outflows, net cash flow and the opening 

and closing balance. 

 

   

 

Evaluate possible solutions to cash flow problems, 

including re-scheduling payments, overdrafts, 

reducing cash outflow, increasing cash inflow and 

finding new sources of finance. 

 

   

 

Understand the consequences of cash flow 

problems and the effect of positive cash flow. 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 



The theory 
 

 

Key Term Definition 

Cash  

Cash flow  

Cash inflow   

Cash outflow   

Net Cash flow  

 

 

 

 

 



In the boxes below, give examples of items that could be classed as cash inflows or 

outflows 

 

Cash inflows Cash outflows 

  

  

  

  

  

 

 

Identify causes of cash flow problems Identify ways to improve a cash flow 

 

 

 

 

 

 

 

 

 

 

 

Explain why cash flow is not the same thing as profit. 

 

 

 

 

 

 

Explain the difference between the opening balance and the closing balance of a 

cash flow. 
 

 

 

 

 

 

 

Explain how to work out the net cash flow. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Complete the two cash flow forecasts below. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

1. Recommend the best way for BookyWook Workshop Ltd to improve their cash 

flow. Give reasons for your recommendation (9 marks). 

 

How to structure your 

answer: 

 

Paragraph 1: One way they 

could improve cash flow 

 

Paragraph 2: a second way 

they could improve their 

cash flow 

 

Use the steps below: 

 

Step 1 (P) – Make one point 

Step 2 (E) - Explain 

why/how your point is 

relevant.  

(C) Put your answer in 

Context by using evidence 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

from the text to support 

the explanation of your 

point. 

Step 3 (An) – Analyse by 

writing about the impact 

and/or the consequence of 

your point. 

 

Paragraph 3: Conclusion 

A – Answer the question set. 

Make clear your decision. 

 

J – Justify your decision 

 

I – consider what the 

success of your decision 

depends on and the impact on 

the short and long term on 

the business. 

 

M – State the most 

important reason why you’ve 

come to your judgement 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 



Recommend the best action you would advise It’s the Pitts to take in order to 

manage or improve their cash flow. Use the cash flow forecast above to support 

your recommendation (9 marks). 

 

 

 

 

 

 

 

 

 

How to structure your 

answer: 

 

Paragraph 1: 1st action 

they could take 

 

Paragraph 2: 2nd action 

they could take 

 

Use the steps below: 

 

Step 1 (P) – Make one point 

Step 2 (E) - Explain 

why/how your point is 

relevant.  

(C) Put your answer in 

Context by using evidence 

from the text to support 

the explanation of your 

point. 

Step 3 (An) – Analyse by 

writing about the impact 

and/or the consequence of 

your point. 

 

Paragraph 3: Conclusion 

A – Answer the question set. 

Make clear your decision. 

 

J – Justify your decision 

 

I – consider what the 

success of your decision 

depends on and the impact on 

the short and long term on 

the business. 

 

M – State the most 

important reason why you’ve 

come to your judgement 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Unit 6 – Finance – Financial terms and calculations 

What you need to know! 
 

3.6.3 Financial terms and calculations Insecure Developing Secure 

Understand the difference between variable 

costs, fixed costs and total costs. 

   

Understand the concept of revenue, costs, profit 

and loss. 

 

   

Understand the main investment projects that 

businesses undertake, including investment in new 

machinery, buildings and vehicles. 

 

Calculate the average rate of return for these 

projects. 

 

   

Define the term break-even 

 

Can interpret a break-even chart 

 

Identify the break-even level of output and the 

margin of safety from a break-even chart 

 

   

Explain the benefits and drawbacks of break-even 

analysis to a business. 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



The Theory 

 

Key Terms Definitions 

Revenue  

 

 

Sales  

 

 

Costs  

Fixed cost  

Variable cost  

Total costs  

 

 

Profit  

Loss  

Investment  

Average rate 

of return (ARR) 

 

Break-even  

Break-even 

Chart 

 

 



Exam Questions 

 

1. What is meant by the term break-even point? (2 marks) 

 

 

 

 

2. The Cornish Cheese Company produces 4,000 kgs of Cornish Blue per week. 

Using Figure 3, calculate the weekly margin of safety. Show your workings and 

the formula used. 

 

 

 

 

 

 

 

 



Complete the table below to identify for Anne whether the costs are fixed costs or 

variable costs.  Place one tick in the appropriate column for each cost. 

 

 

 

  

 

 

 

 

 

Anne’s Angels will have: 

 fixed costs of £20000 per year 

 variable costs of £20 for each house cleaned  

 a selling price of £30 for each house cleaned. 

 

1. Using calculate how many houses Anne’s Angels will need to clean each year to 

break even. 

 

 

 

 

 

 

 

2. Explain the possible effects on the break-even point for Anne’s Angels if the 

fixed costs for the house cleaning service rose to £25000. 

 

 

 

 

 

 

 



 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1. Calculate the weekly profit or loss made by Mud, Sweat and Gears Community 

café if they sell 720 snack meals per week (4 marks). 

 

 

2. Russell owns a book store and currently sells a book for £15 and sells 50 a 

week. If he reduced the price to £9, he is sure he can sell 100 books. 

Calculate his weekly revenue if he does sell 100 books at the new price. What 

is the change in revenue with the new price? 

 

 

 

 

 

 

 

 



 

The Cornish Cheese Company has weekly fixed costs of £10 000. It sells Cornish 

Blue at a price of £10 per kg. The variable cost of producing Cornish Blue is £6 per 

kg. 

 

Calculate the weekly profit the Cornish Cheese Company would make if it produced 

and sold 4,000 kgs of Cornish Blue per week. Show your workings and the formula 

used. 

 

 

 

 

 

 

   



Unit 6 – Finance – Analysing the financial performance of a business 

What you need to know! 

 

 
3.6.4 Analysing the financial performance of a 

business 

Insecure Developing Secure 

INCOME STATEMENT 

Understand the importance of income statements 

for assessing business performance and helping 

make business decisions. 

 

 

  

Identify the main components of the income 

statement. 

   

Make judgements on the performance of a 

business through the interpretation of the 

information contained in income statements 

   

Calculate gross profit margin and net profit 

margin to help assess financial performance.  

   

THE STATEMENT OF FINANCIAL POSITION (BALANCE SHEET) 

Understand the importance of the statement of 

financial position for assessing business 

performance and helping make business decisions. 

   

Identify the main components of the statement 

of financial position. 

   

Explain the difference between assets and 

liabilities and that the statement of financial 

position is a snapshot in time. 

   

Consider current performance, performance 

against previous years, performance against 

competitors and performance from the 

perspective of a range of stakeholders 

   

 

 

 

 

 

 

 

 

 

 



The theory 
 

Key Terms Definition 

Income 

statement 
(profit & loss) 

 

Revenue  

 

 

Cost of 

sales 

 

Gross 

profit 

 

Operating 

profit 

 

Financial 

ratio 

 

Gross 

profit 

margin 

 

Net profit 

margin 

 

 

 

 

 



Key Terms Definition 

A balance 

sheet 

 

 

 

 

Asset  

 

 

 

Liability  

 

 

 

Inventories  

 

 

 

 

Receivables  

 

 

 

 

Payables  

 

 

 

Equity  

 

 

 

 

 

 

 

 

 



 

1. Identify the difference between an income statement and a balance sheet 

(2 marks). 

 

 

 

 

 

2. Identify two types of expenses that Blue-Print Limited might incur and 

show on its income statement (2 marks). 

 

 

 

 



 

3. Calculate Blue Prints percentage change in its net profit between year 1 

and 2. Show your working out (2 marks). 

 

 

 

 

 

4. Calculate Blue Prints gross profit margin and net profit margin for year 1 

and explain what each result means (3 marks). 

 

 

 

 

 

5. Calculate the increase or decrease in Blue Prints working capital between 

year 1 & 2 and explain the significance of any change (3 marks). 

 

 

 

 

 

6. Calculate Blue Prints current ratio for year 1&2 and explain the 

significance of any change (3 marks). 

 

 

 

 

 

 

 

 

 

 

 

 



7. Discuss the usefulness to the management team of Blue-Print Limited of 

analysing its balance sheet to judge market performance. Give reasons for 

your answer (9 marks). 

 

 

 

 

 

 

 

 

How to structure your 

answer: 

 

Paragraph 1: How the 

balance sheet is useful 

 

Paragraph 2: How the 

balance sheet is not useful 

 

Use the steps below: 

 

Step 1 (P) – Make one point 

Step 2 (E) - Explain 

why/how your point is 

relevant.  

(C) Put your answer in 

Context by using evidence 

from the text to support 

the explanation of your 

point. 

Step 3 (An) – Analyse by 

writing about the impact 

and/or the consequence of 

your point. 

 

Paragraph 3: Conclusion 

A – Answer the question set. 

Make clear your decision. 

 

J – Justify your decision 

 

I – consider what the 

success of your decision 

depends on and the impact on 

the short and long term on 

the business. 

 

M – State the most 

important reason why you’ve 

come to your judgement 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 
 

 

 

 

 

 

 

 



Simply Bake plc is a company making cakes. It is based in the UK.   

Simply Bake plc has a bakery that produces pre-packaged party and celebration cakes, 

chocolate-covered mini rolls and cake bars, muffins and sponge cakes. This busy 

bakery would like to increase production, but does not have the resources to do this. 

At present the machinery and most of the other assets owned by Simply Bake plc are 

fully used in cake production. It therefore has no spare capacity. 

 

 

 
 

 

 

 
 

 

 

 

 



Simply Bake plc is currently successful. It is considering purchasing new machinery to 

enable it to increase production. To do this it needs to raise additional finance. The 

profit and loss account (income statement) and the balance sheet will be important 

documents for potential investors into the business.  

 

 

 

 

 

 

 

Suggest and explain two reasons why a forecast balance sheet for Simply Bake plc 

could help a potential investor decide whether to invest in the business. (4 marks). 

 

 

 

 

 

 

Why might suppliers be interested in the income statement of Simply Bake plc and 

what this account shows? (3 marks) 

 

 

 

 

 

 

 

 

Outline one reason why investors might be interested in Simply Bake plc’s income 

account (2 marks). 

 

 

 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Following formula. 

 

Working Capital (Net current assets) = Current assets – Current liabilities 

 

 Using the information from your answer from the question above and the formula 

given above, calculate the Working Capital (Net current assets) for SGH. (2 marks) 

 

 

 

 

 

 

 

Explain the purpose of SGH’s balance sheet (statement of financial position). (3) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

The DVD recording equipment is a fixed asset of SGH. (b) Outline why the DVD 

recording equipment is classified as a fixed asset. (2 marks) 

 

 
 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 



Using SGH’s profit and loss account (Income Statement) from the question above 

calculate the gross profit margin for SGH. 

 

  

 

 

 


