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H #130
Which of the following events would increase the number of suppliers in a particular market?

¢ A, Introduction of minimum wage regulations

¢ B. De-regulation of a previously government-run industry

¢ C. Requirement for all companies to have 10,000 or more employees

¢ D. High and increasing levels of investment required to enter the market

Ef#: B

A -

Detailed Explanation:De-regulation removes barriers to entry, encouraging new suppliers to enter the market. Other factors, like high
investment or stringent requirements, limit supplier participation. Reference:

CIPS Level 4, Market Entry and Supply Chain Factors.
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M #131
Which type of specification is less time-consuming to develop?

¢ A. Conformance specification
¢ B. Outcome-based specification
¢ C. Design specification

¢ D. Technical drawings

Ef#: B
RN -

There are two major types of specification: conformance and performance specifications. They have the following characteristics:
Table Description automatically generated

[ Performance specification Conformance specification
- Focus on outputs - Focus on inputs
- Sets out result to be achieved - Buyer proves specific methods, processes,
.. Supplier produces using its own material properties, brand etc
technology and knowhow . Suppller produces strictly according to the
- When issue arises, supplier is legal!, cation prescribed by the buyer
liable " Bsue arises, buyer is legally liable

Since performance specification is often a list of outputs or outcorres, it usuaﬂy takes less time to develop than conformance
specification.

HMR #132

Andrew is responsible for procurement of capital assets at Lumber Ltd. He is devising new business case for the purchase of a new
band saw. The purchase price of the saw is $50,000. Andrew estimates that the machine will generate $10,000 per year of net cash
flow. What is the payback period of this band saw?

A. 10 years
B. 4 years
C. 3 years
D. 5 years

Ef#: D

fEE -

Payback period is the time in which the mnitial outlay of an investment is expected to be recovered through the cash inflows generated
by the nvestment. It is one of the simplest nvestment apprais-al techniques.

Since cash flow estimates are quite accurate for periods in the near future and relatively inaccurate for periods in distant future due to
economic and operational uncertainties, payback period is an indicator of risk inherent in a project because it takes nitial inflows into
account and ignores the cash flows after the point at which the initial mvestment is recovered.

The formula to calculate the payback period of an investment depends on whether the periodic cash inflows from the project are
even or uneven.

Ifthe cash inflows are even (such as for investments in annuities), the formula to calculate payback period is:

Payback Period = Initial Investment / Net Cash Flow per Period

‘When cash inflows are uneven, we need to calculate the cumulative net cash flow for each period and then use the following formula:
Payback Period =A + (B/C)

Where,

A is the last period number with a negative cumulative cash flow;

B is the absolute value (i.e. value without negative sign) of cumulative net cash flow at the end of the period A; and C is the total cash
mflow during the period following period A Cumulative net cash flow is the sum of inflows to date, minus the mitial outflow.
Reference:

- Payback Period | Formulas, Calculation & Examples (xplaind.com)

- CIPS study guide page 44-47
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H #133
Buyer power may make a supply market more competitive. Which of the following are examples of buyer power? Select TWO that

apply.

A. Availability of substitutes

B. Collusion between competitor suppliers

C. Ability to easily switch suppliers

D. High barriers of entry exist for new suppliers
E. Suppliers are limited m number

_EE%: A\ C

H #134
Sam has recently joined Spahn Farm Foods (SFF) as a procurement manager. She has instructed her team to develop and distribute
a standard specification template for business stakeholders to use when requesting purchases. How would this benefit SFF?

A. Use of a standard template would allow buyers to quickly identify any missing information

B. Use of a standard template would prevent fraudulent purchases from being made by stakeholders

C. Use of a standard template would reduce the amount of negotiation required on the terms and conditions of the contract
D. Use of a standard template would mean suppliers will be more willing to negotiate on the cost of the product

Ef: A
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