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NEW QUESTION # 35
Ethan is the newly appointed CEO of ATT Group. He sees that the company is wasting financial resources on unnecessary spends.
To solve this problem, Ethan requires all finctional managers to prepare their department budget from scratch. Each spend must
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have justification or it will not be approved. Which budgeting method is Ethan using?

A. Zero-based budget

B. Value preposition budget
C. Activity-based budget
D. Incremental budget

Answer: A

Explanation:

There are four common types of budgets that companies use: (1) incremental, (2) activity-based, (3) value proposition, and (4) zero-
based.

Incremental budgeting takes last year's actual figures and adds or subtracts a percentage to obtain the current year's budget. It is the
most common method of budgeting because it is simple and easy to understand.

Activity-based budgeting is a top-down budgeting approach that determines the amount of inputs required to support the targets or
outputs set by the company. For example, a company sets an out-put target of $100 million in revenues. The company will need to
first determine the activities that need to be undertaken to meet the sales target, and then find out the costs of carrying out these ac-
tivities.

In value proposition budgeting, the budgeter considers the following questions:

- Why is this amount included in the budget?

- Does the item create value for customers, staff, or other stakeholders?

- Does the value of the item outweigh its cost? If not, then is there another reason why the cost is justified?

Value proposition budgeting is really a mindset about making sure that everything that is included in the budget delivers value for the
business. Value proposition budgeting ains to avoid unneces-sary expenditures - although it is not as precisely aimed at that goal as
our final budgeting option, zero-based budgeting.

As one of the most commonly used budgeting methods, zero-based budgeting starts with the as-sumption that all department
budgets are zero and must be rebuilt from scratch. Managers must be able to justify every single expense. No expenditures are
automatically "okayed". Zero-based budgeting is very tight, aiming to avoid any and all expenditures that are not considered
absolutely essential to the company's successful (profitable) operation. This kind of bottom-up budgeting can be a highly effective
way to "shake things up". This is the method used in the scenario.

Reference:

- CIPS study guide page 58

- Types of Budgets - The Four Most Common Budgeting Methods (corporatefinanceinstitute.com) LO 1, AC 1.4

NEW QUESTION # 36

Thani Ltd is a fast growing logistics company with a fleet of 20 tractors. To meet Net Zero objec-tive, the company needs to
electrify its fleet. Angelica is assigned to ivestigate the market price of electrifying services. After the mvestigation, she realises that
the current market price is very expensive and unsustainable for her company. She decides to break down the costs before
negotiating with the suppliers. Which internal stakeholders may help Angelica estimate the breakdown of costs? Select TWO that

apply.

A. Sales and Marketing department
B. Suppliers

C. Commercial agency

D. Finance department

E. Engineering department

Answer: D,E

Explanation:

Despite ofits importance, cost analysis is often a daunting task for procurement professionals. In order to analyse supplier's costs
effectively, procurement may need the input from other depart-ments. Normally, technical (or engineering) department may help
them to identify the direct costs of the product/service (how much material is required to make the product, or how many people are
needed to perform the job, etc), while finance (or accounting) department may have ideas on the overheads of'the supplier.

In this scenario, engineering department may provide insights on the components needed and the tasks to perform. Similarly, finance
may know how much supplier pays for the overheads.

On the other hand, while commercial agency and suppliers are external stakeholders, Sales and marketing is unlikely to provide
valuable information in this case.

Reference: CIPS study guide page 102

LO2,AC23



NEW QUESTION # 37

A company is considering buying a new computer system to handle large amounts of personal data and expects the system to
performin a particular way. Which of the following should be included in the performance specification? Select TWO that apply.
System operating conditions

A. Technical drawings
B. List of inputs

C. Brand name

D. List of outputs

Answer: C,D

NEW QUESTION # 38
Which kind of these following costs belong to fixed costs? Select TWO that apply.

A. The depreciation of capital inputs

B. The annual income tax charged by local authorities
C. Energy consumption in manufacturing

D. The packaging and distribution costs

E. The costs of leasing or purchasing capital equipment

Answer: AE

Explanation:

Based on variability, the costs has been classified into three categories, they are fixed, variable and semi variable. Fixed costs, as its
name suggests, is fixed in total i.e. irrespective of the number of output produced.

Variable costs vary with the number of output produced. Semi-variable is the type of costs, which have the characteristics of both
fixed costs and variable costs (Source: Key Differences).

Among above costs, leasing and depreciation are relatively static and do not change if volume of business activities increase or
reduce.

Packaging, utilities and annual business rate (tax) are variable costs.

NEW QUESTION # 39

Facing fiercer competition at home and abroad, IKEA, the leading furniture retailer, needs to im-prove its competitiveness. In order
to do this, IKEA must decrease operating costs and improve quality of current and new retail stores. The company establishes a
project team. The job of the team s to collect data on performance from muiltiple stores in several countries, then select the best
performing one. The team will work closely with best performing store and study its processes. After the research, the team will
recommend best practices to other retail stores. IKEA management can also apply these practices to new stores in the future. Which
of the following correctly describe the process undertaken by IKEA project team?

A. Internal benchmarking

B. Internal audit

C. Competitive benchmarking
D. Site visit

Answer: A

Explanation:
Basically, IKEA project team is undertaking the following process:
A picture containing text, businesscard Description automatically generated
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This is a typical benchmarking process. Benchmarking is defined as the process of measuring products, services, and processes
against those of organizations known to be leaders in one or more aspects of their operations. Benchmarking provides necessary
nsights to help you understand how your organization compares with similar organizations, even if they are in a different business or
have a different group of customers.

In the scenario, benchmarking process is undertaken within subsidiaries of IKEA, thus it is internal.

NEW QUESTION # 40
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