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General Comments 
Although the name of the paper had changed this sitting, the syllabus and format of the exam had not. The 
syllabus and format will change at the next sitting in June 2012.  
 
As in previous sittings, section A consisted of 10 objective testing questions, worth 20 marks overall, and section 
B comprised four 20 mark questions. The calculation/written split in Section A was 50:50, whilst there was a 
bias towards the calculation element in Section B. 
 
The majority of candidates attempted all of the questions in section B, suggesting that candidates did not appear 
to suffer from time pressure in this exam. Where parts of questions were left unanswered, this appeared to be 
due to a lack of knowledge, rather than time pressure. In general, the numerical aspects were answered better 
than the written aspects in section B. 
 
Presentation varied from script to script, but generally legibility and layout were acceptable.  
Many candidates provided adequate workings for the numerical parts of section B. It is imperative that 
candidates show clear workings in their answers, otherwise if the final answer is incorrect, it is impossible to 
award method marks. 
 
Section A 
 
The majority of candidates attempted this section, with about 55% passing this section. This section is worth 
20% of the final marks, and a good mark here is a sound spring board for section B. It is imperative that 
candidates spend time practising the MCQ style questions in preparation for the real exam. 
 
Specific Comments – Section B 
 
Question One 
 
This question asked candidates to prepare two net present value calculations and then tested their knowledge of 
the written aspect of investment appraisal. 
 
Candidates generally had a reasonable attempt at part (a). Few candidates took the incremental approach; so 
many candidates included revenue for example of $58,000 ($40,000x1.45) rather than including the 
incremental revenue of moving to the new premises of $18,000 ($40,000x0.45). However, as long as 
candidates were consistent in their approach, and realised for example that the direct costs were dependant on 
revenue levels, many marks could be gained, as long as workings could be followed. 
 
A consistent error by candidates was to not read the scenario carefully enough. Many candidates therefore did 
not allow for the lease being payable in advance and/or increased revenue by both the 45% and the 40%, 
despite the scenario using the words ‘rather than’. Candidates are not putting themselves in the best position to 
pass the exam if they do not read the scenario/requirement carefully. 
 
It was pleasing to see that candidates followed advice I have given in previous examiner’s reports and most did 
provide the conclusion/advice required. 
 
Candidates struggled more with part (b), with again few candidates taking an incremental approach. 
 
Part (c) should have provided easy marks to candidates, being a straight test of knowledge. Good exam technique 
would have been to answer this part of the question first and ‘get the marks in the bag’. A substantial minority of 

Examiner’s report – FFM December 2011   1



 
 
 
candidates did not know the advantages and disadvantages of the net present value of investment and this show, 
as I have commented in previous sittings, that candidate are not studying the whole syllabus. 
 
Question Two 
 
Question two was a purely discursive question covering working capital and financing.  
 
Part (a) asked ‘why a company needs to manage its working capital’, but unfortunately many candidates defined 
the term working capital, therefore not answering the requirement set. Those candidates who did answer the 
requirement set generally scored well. 
 
Part (b) was only worth 1 mark, but candidates showed good knowledge of the syllabus and often provided 
comprehensive answers. Bad exam technique was shown by a substantial minority of candidates though, who 
gave answers that were far long for the mark available. It is important that candidates look at the mark allocation 
provided and tailor how many points they make in a written answer to the marks available. 
 
Part (c) was not well attempted at all. Most candidates merely restated points from the scenario without 
interpreting or expanding on those facts. It was obvious that candidates had learnt a checklist of factors to look 
for to indicate that a company was overtrading, eg inventories increasing, but those facts were not considered in 
relation to other facts within the scenario eg inventories had increased by the same proportion as turnover. There 
were few conclusions drawn by candidates, and of those that drew conclusions, few realised that Forage Co was 
not exhibiting all the signs of overtrading.  
 
Part (d) focused on the financing area of the syllabus, asking for four factors that should be considered when 
deciding whether to apply for a bank loan, an overdraft or a combination of the two. Good exam technique would 
be to set up an answer with four headings, one for each factor, and provide a description/applied explanation for 
each heading. Many candidates did not do this, instead producing a non structured, rambling answer. The 
problem with this approach was that many candidates who adopted it repeated points throughout their answer 
eg cost/ interest rate was explained a number of times. 
 
Another common error was to not read the requirement properly and write an answer from the point of view of 
the bank, not Forage Co. So many candidates used the pneumonic CAMPARI, and explained the points as if they 
were advising the bank whether or not monies should be lent to Forage Co. These candidates missed not only the 
aspect of advising Forage Co, but also the loan vs overdraft aspect of the requirement. 
 
Question Three 
 
Part (a) of this question asked candidates to prepare a cleared fund forecast and to show the uncleared funds 
float for each day. The cleared funds forecast was generally attempted very well. Common errors were to 
incorrectly include the cleaner and office salaries, but generally good marks were gained. The uncleared funds 
float was less well attempted and many candidates need to revisit this part of the syllabus.  
 
Part (b) was a purely written test of knowledge, and again good exam technique would be to answer this part of 
the question first and get the ‘marks in the bag’. Many candidates showed good knowledge of this area of the 
syllabus, although some did confuse the term direct debit with debit card. 
 
Question Four 
 
Question four examined break even analysis. Generally performance on this question was mixed, with candidates 
successfully attempting parts (a)-(c), but struggling on (d) and (e). 
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Part (a) required candidates to use the high low method to split the variable and fixed production overheads, and 
then go on to calculate the contribution per spade. Nearly all candidates correctly calculated the variable 
overhead per unit, but only a few then correctly calculated the contribution per unit, where the grossing up of the 
variable costs to gain a selling price caused many problems. 
In part (b), most candidates correctly used the fixed production overheads of $10,000 found using the high low 
method in part (a), but few included the administration overheads and of those that did, very few included the 
annual administration overheads of $24,000. Those candidates who showed good exam technique  and correctly 
used an incorrect contribution figure from (a) within their breakeven calculation, gained follow on method marks. 
This shows the value of clearly showing all working and answers so that follow on method marks can be 
awarded. 
 
The calculation of the margin of safety in part (c) was generally well done, but fewer candidates could provide an 
explanation of what the figure they had calculated actually meant. 
 
Many candidates did not know how to approach part (d). The concept of how many units required to make a 
target profit was examined in December 2010 and should have been familiar to candidates. The added 
complication here was that candidates were expected to calculate the target profit, and the contribution per unit 
had dropped by $1 due to the increased labour costs. The poor standard of answers to this part of the question 
implies that candidates are not erevising past papers, and yet this is an invaluable tool to candidates. 
 
Part (e) asked candidates for a profit-volume chart. This part of the question was poorly answered. Some 
candidates did not attempt this part of the question at all. Of those that did attempt the graph, probably the 
majority produced a breakeven chart rather than a profit-volume chart. This was disappointing, as it was the 
same mistake that was made by candidates in December 2010 sitting. This shows that candidates are not 
looking at past papers and related examiner reports, and neither are they taking note of articles written, as I had 
written an article on breakeven and profit-volume charts that was published in April 2011. Of those candidates 
that did construct a profit-volume chart, high scores were usually awarded as candidates transferred their 
answers from parts (a)-(c) successfully to the chart.  
 
Overall this was a paper that a well prepared candidate, who read the requirement correctly, could have passed. 
However, many did not pass either through a lack of knowledge and/or not reading the requirement correctly. 


