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CIPS Whole Life Asset Management Sample Questions (Q169-Q174):
NEW QUESTION # 169 
A company has obsolete inventories and it must write off these inventories. How does writing off inventories impact on the
company's financial statements?
1. Stock increases
2. Stock decreases
3. Profit increases
4. Profit decreases

A. 2 and 3 only
B. 1 and 4 only
C. 2 and 4 only
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D. 1 and 3 only

Answer: C

Explanation:
An inventory write-off is a process of removing from the general ledger any inventory that has no value.
Using the direct write-off method, a business will record a credit to the inventory asset account and a debit to the expense account.
For example, say a company with $100,000 worth of inventory decides to write off $10,000 in inventory at the end of the year.
First, the firm will credit the inventory account with the value of the write-off to reduce the balance. The value of the gross inventory
will be reduced as such: $100,000 - $10,000 = $90,000. Next, the inventory write-off expense account will be increased with a
debit to reflect the loss.
The expense account is reflected in the income statement, reducing the firm's net income and thus its retained earnings. A decrease in
retained earnings translates into a corresponding decrease in the shareholders' equity section of the balance sheet.
If the inventory write-off is immaterial, a business will often charge the inventory write-off to the cost of goods sold (COGS)
account. The problem with charging the amount to the COGS account is that it distorts the gross margin of the business, as there is
no corresponding revenue entered for the sale of the product. Most inventory write-offs are small, annual expenses. A large
inventory write-off (such as one caused by a warehouse fire) may be categorized as a non-recurring loss.
Reference:
- CIPS study guide page 86-90
- Inventory Write-Off
LO 2, AC 2.1

NEW QUESTION # 170 
A meaning of 'decommissioning a piece of equipment' is to...

A. Take the equipment out of action ready to perform a changeover
B. Take the equipment out of action while undertaking maintenance
C. Switch the power off from the equipment when not in use
D. Remove the equipment from use to prepare it for disposal

Answer: D

NEW QUESTION # 171 
A procurement manager has agreed a contract for the acquisition of a piece of capital equipment and has negotiated a staged
payment contract of 30% with order, 30% on delivery, and the remaining 40% on acceptance testing. Was this the right thing to do?

A. No, as it commits the organisation to purchasing the equipment and the supplier to deliver it
B. Yes, as it means the contract warranties are easier to change
C. Yes, as the payments can be linked directly to a specific performance milestone of the contract
D. No, as it is an unfair contract term and places the supplier at a disadvantage in the contract

Answer: C

NEW QUESTION # 172 
Which of the following are recognised as disadvantages of ERP systems? Select TWO that apply.

A. Lower factory efficiencies Excluded inventory records
B. Required intensive employee training
C. High initial investment
D. Only applied to manufacturing

Answer: B,C

Explanation:
Implementing a full ERP system is not an easy option. They are complex systems and the disad-vantages include the following:
- The installation of the ERP system is costly. ERP consultants are very expensive take approxi-mately 60% of the budget.
- The success depends on the skills and experience of the workforce, including education and how to make the system work
properly.



- Resistance in sharing internal information between departments can reduce the efficiency of the software.
- The systems can be difficult to use.
- Change of staff, companies can employ administrators who are not trained to manage the ERP system of the employing company,
proposing changes in business practices that are not synchro-nized with the system.
- Having an ERP system has many advantages, but does not guarantee the total success of the company.
Organizational culture, know how to involve staff and anticipate changes that will suffer the organization using this system of
administration, are important elements for the completion of the implementation.
- The effectiveness of the ERP system may decrease if there is resistance to share information be-tween business units or
departments. Due to strong changes that implementation of the ERP system brings in the culture of work, there may be poorly
trained or disinterested in making use of the same staff...
- The benefits of having an ERP system are not presented immediately with the implementation of the software, they will be evident
long after the system is running.
- The culmination of the implementation depends on the ability and skill of the workforce, also involves education and training, to
make the system is correctly applied.

NEW QUESTION # 173 
Radio Frequency Identification (RFID) is an electronic technology that transmits data from tagged items.
What are the advantages of RFID technology? SelectTWOthat apply.

A. RFID technology can be detected by both portable and fixed readers
B. RFID technology uses barcodes but is not limited by distance from the item location
C. RFID technology can operate in a harsh physical environment
D. RFID technology is very small and holds limited information
E. RFID technology can cause a tag collision when numerous tags in the same area respond simultaneously

Answer: A,C

NEW QUESTION # 174
......
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