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CIPS Commercial Contracting Sample Questions (Q169-Q174):

NEW QUESTION # 169

Adornical Toys 1td have recently declared their commitment to international labour standards. Karim is sourcing a supplier for a
new range of wooden toys and is keen to ensure that the organisation's corporate objectives are met. Which of the following
approaches could he include as part of his specification requirements to achieve this labour outcome?

A. Accreditation to waste reduction schemes
B. Certification to an ethical trading initiative
C. Use ecologically certified raw materials
D. Formally measure their carbon footprint

Answer: B

Explanation:

International labour standards concern working conditions, fair pay, and human rights. Requiring certification to an ethical trading
mitiative (A) directly addresses these labour issues (e.g. ETI, SA8000).

The other options address mainly environmental performance (carbon footprint, ecological materials, waste).

Reference: CIPS L4M3 Commercial Contracting - Labour standards and ethical trading requirements in specifications.

NEW QUESTION # 170

Electro Systers PLC is a public sector manufacturer of highly technical solutions for the telecommumnications industry. The market in
which it operates is fast-paced and ever-changing because of the latest inventions and developments. The products it procures are
high-cost and can be subject to lengthy lead times. Michael Jones, the procurement director, believes that establishing framework
agreements would be beneficial to the tendering process. How could this assist them?

A. Tmprove supplier lead times

B. Improve supplier product quality
C. Enable the use of mini-competitions
D. Enable the use of e-tendering

Answer: C

Explanation:

Framework agreements allow for pre-approved suppliers to be used over a contract period with simplified ordering processes. A
key benefit is the use of mini-competitions among these suppliers to secure value and innovation without repeating the full tender
process. This approach is highly effective in dynamic sectors like telecommumications.

Reference:CIPS LAM3 Commercial Contracting Study Guide, Chapter 4, Section 4.1.2 - Framework agreements and mini-
competitions.

NEW QUESTION # 171
Which of'the following is an invitation to treat?

A. Tender bid

B. Invoice

C. Price list

D. Purchase order

Answer: C

Explanation:

An mvitation to treat is an action inviting other parties to make an offer to forma contract. These actions may sometimes appear to
be offers thenselves, and the difference can sometimes be difficult to determine. The distinction is important because accepting an
offer creates a binding contract while "accepting” an invitation to treat is actually making an offer.

One simple test to distinguish an offer and an mvitation to treat is to ask what this statement will become when it is accepted. Now
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we apply this test to four options:

- Tender bid: Tender bid is submitted by a supplier to an invitation to tender from the buyer. It states the specific quantity, price and
other elements. If buyer accepts the bid, there will be a contract between them. Therefore, a tender bid is an offer.

- Purchase order: Purchase order which is sent by a buyer will state the iterns, the quantity, the price and terms and conditions. If
supplier accepts the purchase order, there will also be a contract between two parties. It is also an offer.

- Price list: Price list is prepared by a supplier. The price list often states the items and unit price. If'a buyer accepts it, the contract
has not yet been formed since the contract scope has not yet been decided. It is an invitation to treat.

- Invoice: Invoice is often sent after a contract is formed. It is in fact a request for payment, neither offer nor invitation to treat.
Reference:

- CIPS study guide page 29-32

- What Is an Invitation to Treat?

LO1,AC 1.1

NEW QUESTION # 172

Michelle contacts Hannah and asks her if she would be interested in purchasing her car for £2000. Hannah immediately takes £2000
to Michelle and says she wants to buy the car. Michelle subsequently refuses to proceed. Has the contract between Michelle and
Hannah been made?

A. No, because Michelle has rejected Hannah's offer on buying the car

B. No, because by refusing to proceed, Michelle rejects Hannah's counter-offer

C. Yes, by her performance Hannah has accepted Michelle's offer on selling the car
D. Yes, because both parties have full legal capability to enter into a contract

Answer: A

Explanation:

To solve the question, you must distinguish the following notion:

- Offer: The case of Storer v Manchester City Council [1974] 1 WLR 1403 outlines that an offer is: An expression of willingness to
contract on specified terms, with the intention that it is to be binding once accepted

- Acceptance: in order for a contract to be formed, the offer must be accepted. Acceptance represents the meeting of the minds of
the parties to the contract - both agree to exchange something for the other (payment, services, goods, etc.).

- Counter offer: is an offer made in response to a prior offer.

- Invitation to treat: An important distinction to make in contract law is that between an offer and an invitation to treat. An invitation
to treat is usually an invitation for another party to make an offer. It may also be defined as an indication that a party is open to
negotiation.

Here are some key distinctions of offers and invitation to treats.

Offer:

* Certain promise to be bound

* Clear and specified terms

* The conduct or words of the party show certainty

* There is no room for negotiation

Invitation to treat:

* There is room for negotiation

* There is an invitation for offers

* There is a request for information

* Lack of certainty

In the scenario above, mitially Michelle just gives an mvitation to treat because she is asking whether Hannah is interested to buy her
car (request for information from Hannah). Hannah may reject or go into a negotiation with Michelle. Then, Hannah makes an offer
by taking the money andshows her intention to be legally bound.

At this pomnt, when Hannah's offer is present, Michelle can accept or reject. When she rejects, the contract is not formed. The
answer must be "No, because Michelle has rejected Hannah's offer on buying the car".

Reference:

- Definition of Counter Offer

- Formation of the contract

- CIPS study guide page 28-35

LO1,AC12

NEW QUESTION # 173



Danielle buys a car from Aaron. Not long after, she receives an proposal from Brian, who is interested in buying the car but his
budget is very constraint. Then, Brian decides to sign a hire purchase agreement with Danielle which lasts 4 years. Brian lives very
far fiom Danielle, so he hires Charlie to deliver the car to his place. During the transport, Charlie has an accident and the car is
written off. At the time of accident, who has the title of the car?

A. Brian
B. Danielle
C. Charlie
D. Aaron

Answer: B

Explanation:

Hire purchase is an arrangement for buying expensive consumer goods, where the buyer makes an initial down payment and pays
the balance plus interest in instaliments. The ownership of the merchandise is not officially transferred to the buyer until all the
payments have been made.

Danielle has purchased the car from Aaron, which means its title has been transferred to her. The accident happens before the last
instalment is paid. Therefore, the ownership of the car still belongs to Danielle Reference:

LO1,AC13

NEW QUESTION # 174
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