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HEE #279
The main benefit of using standards in a specification is ...

A. that standards provide a clear guide with no ambiguity or uncertainty
B. that standards allow the supplier to give the buyer a bespoke product
C. it will ensure the latest technology standards are kept up to date

D. that British standards are aligned with all other international standards

HE: A

EE #280

A company is evaluating two mvestment projects: Project A and Project B. Project A has a high initial cost but generates substantial
cash flows over time. Project B has a lower initial cost but generates modest cash flows consistently. The company's cost model
indicates a payback period of three years for Project A and a payback of four years for Project B. Which of the following
statements is correct regarding the cost models and cash flow profiling for these projects?

A. Project A's higher mitial cost is a disadvantage, and its payback period should be extended for better profitability
B. Project B's lower initial cost allows for faster profit realisation, making it the better investment choice

C. Project A has a shorter payback period, making it a quicker return on investment compared to Project B

D. Project B's modest and consistent cash flows make it a risky investment option due to a longer payback period

Y. C
M.
Detailed Explanation:Project A's shorter payback period means the mnitial investment is recovered more quickly, which is often

preferred in cost models. The higher initial cost is offSet by substantial cash flows, making it the more viable option based on ROL
Reference: CIPS Level 4, Investment Appraisal Techniques.

EE #281
Which of'the following are typically reasons why an organisation implements value analysis? Select TWO that apply:

A. To decide whether there will be sufficient surplus finds to reinvest in the business
B. To find cost reduction opportunities by optimising the components used

C. To shape and manage supply market

D. To provide an outline business case for the specification

E. To determine the value of each component used

HY: E

Y.

Value analysis is a systematic review of the production, purchasing and product design processes to reduce overall product costs.
This can be acconplished through a variety of activities, including the following;

- Designing products to use lower-tolerance parts that are less expensive

- Switching to lower-cost components

- Standardizing parts across product platforns in order to achieve volume discounts

- Altering production processes to mmnimize the amount of production cycle time, thereby reducing labor costs

- Introducing automation to strip labor costs out of the production process

- Altering product packaging to lower its cost while still protecting the product The process is not a wholesale attack on costs. Costs



are only reduced when the result will not im-pact the perceived level of quality experienced by customrers, or the level of customer
satisfaction.

Reference:

LO3,AC34

AE #282

XYZ 1td operates in the plumbing and heating industry. The company has developed and patented a new range of alternative
products, using a different material from conventional brass that offers substantial cost savings. XYZ Ltd plans to launch the full
range of new products. Will this change the impact on competitive forces in the market?

A. No, this development does not impact supplier bargaining power
B. No, this development does not impact buyer bargaining power
C. Yes, this development has created the threat of new entrants

D. Yes, this development has created substitute products

02
m

: D

HE #283

A buyer may consider switching from one product or service to another, or from one supplier to another.
Which of the following options are a type of switching cost?

* Inflation cost

* Historical cost

* Retraining cost

* Modification cost

A land2
B.1and 4
C.3and 4
D.2and 3
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