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QUESTION 1

What is the most likely explanation for why compensation and rewards require a strong grasp of business acumen for
compensation professionals? 

A. Because the internal and external environments are constantly changing 

B. Because the best interests of the organization take priority, which can lead to difficult decisions and implementation
issues 

C. Because they are emotional issues and stakeholders have many vested interests 

D. Because strong business acumen is required for all compensation decisions 

Correct Answer: C 

 

QUESTION 2

Which of the following is the earnings available to equity owners after paying debt and taxes? 

A. EBIT 

B. EPS 

C. Net income 

D. Operating profit 

Correct Answer: C 

 

QUESTION 3

The XYZ Company focuses on maintaining/increasing market share and its products tend to be more evolutionary than
revolutionary. What stage of the business lifecycle is XYZ most likely in? 

A. Start-up 

B. Growth 

C. Mature 

D. Decline 

Correct Answer: C 

 

QUESTION 4

Which of the following best describes the most likely perspectives of different groups in the organization that
compensation professionals must be aware of? 
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A. Investors and Finance want to see money spent wisely. Legal must ensure compliance, and HR and operating
departments want to see their needs taken into account to attract, retain and motivate a high quality workforce. 

B. Operating departments and HR understand the company must live within its means and Finance cannot allocate
funds to a budget if it is likely that profitability will be adversely affected. 

C. Investors want to maximize gains and want to see compensation tightly controlled and Legal needs to ensure that
compensation plans do not attract undue scrutiny. 

D. Operating departments view compensation as it applies to them, HR must balance available resources to attract,
retain and motivate employees and Finance knows the value of a motivated workforce and will provide the budget
necessary to achieve it. 

Correct Answer: A 

 

QUESTION 5

When connecting with other business units, what best describes a reason why is it important to keep up to date on
organizational challenges? 

A. Because you will be more informed when differences of opinion occur, lending more credibility to your position 

B. Because you can demonstrate your understanding of issues from multiple perspectives 

C. Because you will be able to explain the negative consequences of opposing your position 

D. Because stakeholders with diverse opinions tend to compromise when they are aware that others know their
weaknesses 

Correct Answer: B 

 

QUESTION 6

What question is answered by the organization\\'s mission statement? 

A. What direction will we take? 

B. How do we work? 

C. Why are we in business? 

D. How will we achieve our objectives? 

Correct Answer: C 

 

QUESTION 7

Which of the following best describes the guiding principles and/or beliefs shared by stakeholders in an organization? 

A. Mission 
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B. Vision 

C. Values 

D. Strategy 

Correct Answer: C 

 

QUESTION 8

What statement is most accurate regarding compensation communications with employees at varying levels? 

A. They tend to be fairly consistent because the elements of pay may differ, but the concerns are universal. 

B. They generally require a greater degree of detail for lower level employees who have less of an understanding of pay
plan design. 

C. They usually require more detail for senior employees regarding plan details and performance and the needs from
one employee group to another can vary greatly. 

D. They should be kept to a minimum for employees at all levels to maximize efficiency and efforts can be focused only
on those who have questions. 

Correct Answer: C 

 

QUESTION 9

Administering budgets is an example of what key competency for compensation professionals? 

A. Financial Management 

B. HR Management 

C. Resource Management 

D. Policy Management 

Correct Answer: A 

 

QUESTION 10

What best describes the primary purpose of budgeting? 

A. Limiting spending to a fixed percentage of organizational revenue 

B. Making choices about spending based on expectations of performance 

C. Increasing profitability of the business annually to maximize shareholder/owner value 

D. Complying with local legislation and maintaining accurate records to prepare financial reports and tax documents 
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Correct Answer: B 

 

QUESTION 11

What best describes the most effective approach for facilitating fact-based decisions? 

A. Ensuring support from all internal and external stakeholders 

B. Estimating results based on historical data 

C. Using statistical methods to predict outcomes 

D. Determining, sourcing and collecting appropriate data 

Correct Answer: D 

 

QUESTION 12

What metric should compensation professionals pay closest attention to for ensuring alignment between the
compensation strategy and the HR and business strategies? 

A. Variable pay costs as a percent of total compensation 

B. Total compensation expense for the business, including base pay and variable pay 

C. Reward costs as a percent of total operating costs 

D. The organization\\'s market compa-ratio 

Correct Answer: C 

 

QUESTION 13

Using efficient and cost-effective approaches to integrate technology into the workplace is an example of what key
competency for compensation professionals? 

A. Financial Management 

B. HR Management 

C. Resource Management 

D. Policy Management 

Correct Answer: C 

 

QUESTION 14

To ensure appropriate funding levels, the compensation professional must generally do which of the following? 
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A. Possess a high level of education and competency in accounting principles 

B. Determine which programs are crucial to the enterprise and which programs are expendable 

C. Partner with multiple departments and external consultants and vendors 

D. Demonstrate broad understanding of principles of financial management and business expertise 

Correct Answer: D 

 

QUESTION 15

Your company has had a strong fiscal year with a 15% increase in net income over the prior fiscal year. Share prices
are at an all time high. Working with Finance, you have arrived at a 2.5% merit increase budget for the next fiscal year,
a smaller increase than the last fiscal year. Finance has indicated that some large capital expenditures will be needed
next year, so the company needs to conserve resources. Additionally, Legal is in final negotiations on a lawsuit that may
be very costly to the company. Word of the smaller increases has line management concerned that they will lose their
best performers. Given all of these factors, what is your best course of action? 

A. Implement the merit increase budget as is because the anticipated financial obligations have made it necessary 

B. Meet with Finance and make a case for a larger merit increase budget because the loss of key talent will cost more
over the long term than the savings from the smaller merit increases 

C. Gather the perspectives of all stakeholders, analyze their individual concerns and meet to determine whether a
compromise solution is possible 

D. Recommend a reduction in force to eliminate poor performers, which will increase the merit budget by reducing
headcount 

Correct Answer: C 
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