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CIPS Ethical and Responsible Sourcing 52 &£ L4M4 58 Bk f &8 (Q169-Q174):

M #169
Ifa company is described as 'liquid' what does this mean?

A. the company has enough money to pay short-term liabilities
B. the company is highly profitable

C. the company is funded on equity rather than debt

D. the company spends a lot of money
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liquid = the ability to pay short and medium term debts. In simple terns do you have more in stuff (money, assets) than you owe in
debt?

Understanding Liquidity and How to Measure It (investopedia.com)

This is a hot topic for the exam Learn everything in this section.

H #170
A buyer has been working with their business managers on a tender. The buyer is now assessing the tender proposals from the
external market. Is it good practice for the procurement buyer to makesourcing recommendations?

¢ A. No, the buyer's recommendations are not relevant to the final sourcing decision, which must be taken by the business
managers

¢ B. Yes, the procurement buyer can advise on the competitive proposal but should engage with the business managers about
the decision to award the tender

e C. Yes, the procurement buyer should assess and take all decisions to award the tender independently of the business
managers to avoid conflict of interest

¢ D. No, it is a lengthy, costly, and unnecessary step for the procurement buyer to engage business managers
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Engaging with business managers while making sourcing recommendations ensures that the buyer considers muiltiple perspectives,
reducing potential biases and improving decision-making, This approach aligns with ethical sourcing practices by promoting
collaboration and transparency in tender decisions.

=R #1711
A company has a low gearing of 20%. This shows that the company relies on equity capital and should therefore have less difficulty
coping during tough economic times. Is this statement TRUE?

A. No- a low gearing suggests that the company is financed by long-term debt rather than equity

B. Yes- a low gearing ratio shows that the business is solvent and can deal with supply chain disruptions easily
C. Yes- a low gearing ratio means the company's finances are made up of equity rather than debt

D. No- a low gearing shows you that a company isn't likely to be profitable

Ef#: C
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the correct answer is 'Yes- a low gearing ratio means the company's finances are made up of equity rather than debt'.

Remember low gearing = good (based on equity), high gearing = bad (based on debt). Anything over 50% is considered high.

The two no answers are therefore incorrect and you can discount these straight away. The other yes answer is one of those answers
which COULD be true, but isn't always true, and we'd need more information to know for sure. When you get options like this there
will be one that is always right and one which is sometimes right

- s0 always pick the always right one.

Dealing with supply chain disruptions is complex, and depending what the disruption is, how big it is, what the industry is etc
determines whether a supplier can handle it or not. Because there's more factors to consider than just gearing, this isn't the right
answer.

HE#172
What are the two main financial accounting statements of an organisation that show values of assets/liabilities and profit earned?

A. Cash flow statement & profit and loss account
B. Profit and loss account & chairman's statement
C. Cash flow statement & balance sheet

D. Balance sheet & profit and loss account

IEf#: D
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The balance sheet (statement of financial position) shows assets, liabilities, and equity at a point in time. The profit and loss account
(income statement) shows revenues, expenses, and profit over a period. These are the two core statements used to assess supplier
stability and performance. The cash flow statement is useful but supplementary, while chairman's statements are narrative, not
financial records. Responsible sourcing emphasises using balance sheet and P&L analysis to evaluate supplier financial strength,
ensuring continuity of supply and risk management.

Reference: CIPS 14M4 Study Guide (v2), LO: "Application” - financial statements and supplier evaluation.

HM #173
It is important that buyers take an approach that is reasonable and fair when selecting suppliers to work with.
Which of'the following is a voluntary document which can help procurement professionals treat suppliers respectfully?

A. EU Procurement Directive 2014
B. ILO is an organization

C. ISO 9001

D. CIPS Code of Conduct

Ef#E: D
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The correct answer is the CIPS Code of Conduct. This is a voluntary document about doing 'good procurement’ i.e. treating
suppliers with respect.

EU Procurement Directive is legislation, so isn't voluntary

ISO9001 is about quality management

ILO is an organisation rather than a document
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