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CIPS Whole Life Asset Management Sample Questions (Q220-Q225):
NEW QUESTION # 220 
Practice of unloading goods from inbound delivery vehicles and loading them directly onto out-bound vehicles is known as ...?

A. Automation
B. Tracing and tracking
C. Decommissioning
D. Cross-docking

Answer: D

Explanation:
Cross-docking is the practice of unloading goods from inbound delivery vehicles and loading them directly onto outbound vehicles.
By eliminating or minimizing warehouse storage costs, space requirements and inventory handling, cross-docking can streamline
supply chains and help them move goods to market faster and more efficiently.
Cross-docking usually takes place in a dedicated docking terminal in a warehouse, where inbound goods are first received at a dock
and sorted according to their final destinations. They are then moved to the other side of the dock via forklift, conveyor belt or other
equipment and loaded on outbound vehicles.
Cross-docking works best with products that need to be transported quickly, such as food, that have already been sorted and
labeled for customers, do not need quality inspections or have steady demand.

NEW QUESTION # 221 
XYZ Inc opens a tender to purchase new forklift trucks for their new established warehouse. In the final round, there are two
suppliers remain who offer two different bids. Supplier A's bid has high initial investment. After calculating the net present value, the
NPV in year five is positive. On the other hand, supplier B's bid has low purchase price, with the NPV in year five is negative. If the
NPV is the sole selection criterion, XYZ Inc should select the bid which has...?

A. Positive NPV
B. Zero NPV
C. The lowest NPV
D. Negative NPV

Answer: A

Explanation:
Net present value (NPV) is the 'today' net value that deprives from 'future' cash flow of an invest-ment or a capital purchase. Net
Present Value is a helpful tool for assessing the total lifetime value of an investment.
Procurement professionals or investors can base on this value to make decision to achieve value for money.
Generally, an organisation should select the offer which has the highest NPV among their options. Preferably, the NPV of an capital
investment should be positive, which means the investment eventually adds value to the business.
Reference: CIPS study guide page 177
LO 3, AC 3.2

NEW QUESTION # 222 
Long-term forecasting of demand using a subjective method is based on a ...

A. predicted cash flow forecast levels used by the organization
B. qualitative, informal, clinical, experienced-based or intuitive method
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C. method of calculating the price in detail within the supply chain
D. quantitative, explicit, statistical, or formal method

Answer: B

Explanation:
Subjective demand forecasting relies on qualitative methods that draw on expert experience and intuition rather than quantitative
data. This includes techniques like the Delphi method, where experts provide insights based on their judgment. In whole-life asset
management, subjective forecasting may complement data-driven forecasts when historical data is limited or demand patterns are
unpredictable.

NEW QUESTION # 223 
Which of the following statements is true of just-in-time (JIT) purchasing?

A. In JIT purchasing, the optimal safety-stock level is the quantity of safety stock that minimizes the sum of annual relevant
stockout and carrying costs
B. In JIT purchasing, raw materials (or goods) are purchased so that products are delivered just as needed for production or
sales
C. Only disadvantage of JIT purchasing is the higher level carrying and inspection costs
D. JIT purchasing is guided solely by the EOQ model because that model emphasizes the tradeoff between relevant carrying
and ordering costs

Answer: B

Explanation:
Just-in-time (JIT) purchasing is a systems approach for developing and operating the purchasing function. JIT purchasing along with
the total quality management in many industries has been suc-cessful in reducing inventory and increasing the overall effectiveness of
purchasing function and hence the productivity of manufacturing.
The just-in-time objectives of eliminating waste can be summarised in the 'five zeros: zero defects, zero set-up times, zero
inventories, zero handling and zero lead times.
The correct answer should be 'In JIT purchasing, raw materials (or goods) are purchased so that products are delivered just as
needed for production or sales' because it expresses that upstream activity (purchasing) only occurs as the downstream activity
(production or sales) triggers.
Reference: CIPS study guide page 122-127
LO 2, AC 2.3

NEW QUESTION # 224 
Manufacturing resources planning (MRP II) was developed from material requirement planning (MRP). Which of the following is the
additional input that is available in MRP II but does not ap-pear in MRP?

A. Master production schedule
B. Inventory records
C. Bill of materials
D. Finance

Answer: D

Explanation:
MRP I was some of the first business software to be widely adopted during the 1970s. Manufacturers sought these systems in order
to improve efficiency and accuracy when it came to basic processes such as production scheduling and inventory management.
By the 1980s, manufacturers realized they needed software that could also tie into their accounting systems and forecast inventory
requirements. Enter MRP II, which included these integrations in addition to all the capabilities offered by MRP I. Enterprise
resource planning (ERP) software features-which we'll cover later on-are included in the following table for comparison.



Reference:
- MRP vs. MRP II: What's the Difference?
- CIPS study guide page 118-119
LO 2, AC 2.3
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