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HM #29
Which of the following should be considered when determining the simple payback of an energy-saving alternative?

e A life of the equipment
¢ B. replacement cost

e C. annual rate of inflation
e D. annual operating cost
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IEf#: D

R -

The simple payback period is calculated by dividing the initial investment cost by the annual operating savings (reduction in operating
cost). It does not consider time value of money, inflation, or full life-cycle costs.

A (Correct): Annual operating cost directly determines the annual savings, which is essential for payback calculation.

B: Inflation is considered in more advanced financial models (e.g., NPV, IRR), not simple payback.

C: Replacement cost is relevant for life-cycle cost analysis, not simple payback.

D: Life of the equipment may determine feasibility but is not part of the basic payback formula.

Reference: CHFM Candidate Handbook - Financial Management domain.

HM #30

A facility manager is reviewing the following bids received for mowing services:
Vendor 1 - $25,000 annually

Vendor 2 - $970.00 per mowing at 30 mowings per year

Vendor 3 - $950.00 per mowing at 26 mowings per year

Vendor 4 - $2,100 per month

Which vendor is the least expensive?

e AO
e B 1
e C.2
e D3

Ef#: D

fERL:

Calculation:

Vendor 1 = $25,000 annually

Vendor 2 = $970 x 30 = $29,100 annually

Vendor 3 = $950 x 26 = $24,700 annually

Vendor 4 = $2,100 x 12 = $25,200 annually

Least expensive = Vendor 3 ($24,700).

References: CHFM Handbook - Financial Management, vendor bid analysis and cost comparison.

H #31
For a facility to apply the NFPA 101 (2012 edition) standards correctly, which of the following must first be defined?

A. occupancy

B. type of construction
C. location

D. building deficiencies

IEf#: A

AR :

NFPA 101 (Life Safety Code) is structured around occupancy classifications (healthcare, business, assembly, residential, etc.).
Determining the correct occupancy type is the first step because all subsequent requirements-such as egress, fire protection features,
and construction criteria-are based on occupancy classification. Construction type, deficiencies, and location are important, but they
are addressed only after occupancy is defined.

References: NFPA 101 (2012), Chapters 18/19 (Healthcare Occupancies); CHFM Candidate Handbook - Compliance domain.

R #32

An administrator is considering outsourcing the BioMed function to reduce cost. The low-bid base price for outside annual
nspection and testing service is $180,000 with an $80/hr repair labor rate and a $120/hr call-in labor rate. The BioMed department
currently has an annual labor budget of $240,000. Assuming an estimate of 600 hours of repair labor and 100 hours of call-in labor,
how much will the administrator save annually with the outsourcing option?



A. $48,000

B. $0

C. $12,000

D. $80,000

Step-by-Step Calculation:

Current in-house cost: $240,000.
Outsourcing cost:

Base price: $180,000

Repair: 600 hrs x $80/hr = $48,000
Call-in: 100 hrs x $120/hr = $12,000
Total outsourcing = $180,000 + $48,000 + $12,000 = $240,000
Difference: $240,000 - $240,000 = $0

IEf#: B
R -

The outsourcing scenario matches the current in-house budget exactly; therefore, no savings are achieved.
This type of financial analysis is common in the CHFM Financial Management domain.

HM #33

A facility has the following changes in annual operations because of a recycling program:
Landfill at $40/ton: Before 600T # After 390T

Compactor pulls at $200/pull: Before 104 # After 52

Cardboard recycling revenue at $30/ton: Before 0 # After 200T

Aluminum recycling revenue at $0.30/Ib: Before 0 # After 2T

What was the gross revenue from the recycling effort?

e A.$6,000

e B.$18,000
Step-by-Step Calculation:
Cardboard recycling revenue:
200 tons x $30/ton= $6,000
Aluminum recycling revenue:
2 tons x 2,000 Ibs/ton= 4,000 Ibs
4,000 Ibs x $0.30/Ib = $1,200
Total Gross Revenue:
$6,000 + $1,200 = $7,200

e C.§7,200

e D. $6,600

IEfE: C

R -

The CHFM exam Financial Management domain requires knowledge of cost savings and revenue generation calculations from
operational changes such as recycling initiatives. In this example, gross revenue is calculated by summing the total recycling income
streams (cardboard and aluminum).

Correct Answer (C. $7,200): Derived from combining $6,000 (cardboard) and $1,200 (aluminum) revenue.

Other options are incorrect because:

A (86,000): Considers cardboard only.

B ($6,600): Misapplies aluminum tonnage conversion.

D ($18,000): Exaggerates revenue beyond calculated amounts.

References:

American Hospital Association (AHA), CHFM Candidate Handbook - Financial Management domain includes evaluating cost
savings and revenue streans in facility operations.

Environmental Protection Agency (EPA), Waste Management and Recycling Revenue Guidance - Defines commodity values for
recyclable materials.

HR #34
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