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e Understand the impact of ESG (Environmental, Social, and Governance) considerations on ethical and
sustainable supply chains: This section of the exam measures the skills of Procurement Managers and
covers how ESG principles are applied to secure ethical and sustainable supply chains. It looks at the role
of environmental, social, and governance factors in procurement decisions, alongside risks and benefits of

FH 1 ESG adoption. Learners also explore issues such as modern slavery, bribery, and human rights, as well as

the importance of diversity, inclusion, and stakeholder management. The section highlights how

globalization, culture, and labour practices shape supply strategies and examines potential conflicts that may|

arise when balancing ESG priorities with business demands.
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¢ Understand the importance of compliance with ESG (Environmental, Social, and Governance) factors to
achieve ethical and sustainable procurement and supply arrangements: This section of the exam measures
skills of Supply Chain Specialists and covers methods to ensure compliance with ESG standards in
procurement. It includes the use of supply chain mapping, risk management, stakeholder engagement, and
FH 2 contractual terms to secure sustainable practices. Candidates also learn how to monitor supplier
performance, handle non-compliance, and utilize third-party auditors to maintain ethical standards.
Relationship management strategies, corrective actions, and escalation processes are emphasized as part of]
ensuring suppliers meet ESG expectations.

¢ Understand initiatives and standards related to ESG (Environmental, Social, and Governance) that support
ethical and sustainable procurement and supply: This section of the exam measures the skills of
Procurement Leaders and covers the global frameworks and standards that shape ethical supply practices.
It explores international labour standards set by organizations such as the UN and ILO, and labour codes
FH3 like the Ethical Trading Initiative and SA800. Candidates also examine external environmental frameworks,
industry accreditations, and their role in meeting ESG goals. Finally, this section addresses fair trade
principles, organizations such as WFTO and Fairtrade International, and the need to align internal
governance with global standards.
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A2 #43
Seinfeld County Council has entered into a contract with a horticultural services provider. The contract contains a Community
Benefit Clause. What is another term for this?

A. Reward for performance
B. Payment terms

C. Social value

D. KPIs

qY: C

Y.

Comprehensive and Detailed Explanation From Exact Extract of Documents:

A Community Benefit Clause is also known as a Social Value Clause. The LSMS study guide (p.126) explains that these clauses
mtegrate economic, social, or environmental benefits into public sector contracts. For example, requiring the use of eco-friendly
equipment or prioritising local employment. The Social Value Act 2012 formalised this requirement in UK public procurement.
Procurement professionals must ensure such clauses are meaningful and enforceable to create real community benefits, not just tick-

box exercises.
Reference: Managing Ethical Procurement and Supply (LSMS) Study Guide, p.126

EE #4
Demand forecasting collects data on a company's supply capacity for an item, including current and projected supply categorized by
industry and product end use. Is this statement TRUE?

e A No - demand forecasting analyzes a company's demand for an item, including current and projected demand
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e B. Yes - it is primarily used by manufacturing companies within the supply chain
e C. Yes - it gathers information about both supply and demand
e D. No - supply forecasting predicts short- and long-term prices and trends

HE. A

ME:

Demand forecasting involves analyzing a company's demand for a specific item or SKU, including current and projected demand
categorized by industry and product end use. Therefore, the correct answer is Choice A.

Reference:

LO-1.4; Page 114; Short term commercial gains and long term availability

AE #45
Which of the following best demonstrates how implementing ISO standards can result in direct cost savings?

A. Artificial ntelligence for predictive customer behavior analysis

B. Enhancing brand image and reputation in the global market

C. Cloud-based document management systems for paperless operations

D. Gaining new customers by showcasing compliance with international standards

He: C

Y.

Option D- This is the correct answer, as cloud-based document storage systems reduce paper, printing, and storage costs. ISO
standards often encourage sustainable practices like digitizing documents, which directly saves on operational costs related to
printing and paper use.

Incorrect answer:

Option A- While Al can improve business efficiency and decision-making, it is more focused on optimizing customer engagement
and marketing strategies. It does not directly lead to cost savings.

Option B- Improving brand image is a long-term strategic benefit but does not directly reduce costs. It may contribute to business
growth but not immediate cost savings.

Option C- ISO certification can attract new customers and boost business credibility, but this is more about increasing revenue
rather than reducing costs.

Reference:

LO-3.2; Page 277-278,; The benefits and challenges of independent standards in securing ESG objectives in ethical and sustainable
procurement and supply arrangements

EAE #46
The World Fair Trade Organization (WFTO) ains to help large global businesses expand into new markets, offering better products
and fairer prices for consumers. Is this statement accurate?

A. No, the WFTO primarily focuses on diminishing the influence of multinational corporations
B. No, the WFTO focuses on supporting smaller and disadvantaged producers

C. Yes, the WFTO provides financial aid to international companies

D. Yes, the WFTO establishes global rules to safeguard consumers

HE: B

Y.

Choice C- This is correct. The WFTO's mission is to support small and disadvantaged producers, ensuring fair wages, ethical trade
practices, and market access.

Incorrect answer:

Choice A- This is incorrect. The WFTO does not focus on diminishing multinational corporations but works to empower
disadvantaged producers.

Choice B- The WFTO does not establish global regulations but promotes fair trade practices and ethical business standards for
producers and consumers, therefore this is wrong,

Choice D- This is incorrect. The WFTO's mission does not involve providing financial aid to businesses; it focuses on promoting fair
trade principles.

Reference:



LO-3.3; Page 294-295; The World Fair Trade Organization (WFTO) and its principles

AE #47

EcoSmart Solutions, a company specializing in sustainable construction materials, intends to make a sustainability claim for their
product. They are aware of the ISEAL Alliance's guidelines for valid sustainability claims. Which of the following would be
considered a valid sustainability claim according to ISEAL Alliance standards?

¢ A The product clains to improve sustanability, but the clains are solely based on anecdotal evidence and not on any
recognized environmental criteria or certification

¢ B. The product is made using 100% recycled materials, with clains verified by third-party certification from a recognized
sustamnability standard

¢ (. The product is marketed as "eco-friendly" based on internal environmental policies without any external certification

¢ D. The product reduces carbon emissions, but the claim is not supported by any third-party audits or verifications

He: B

MY

Choice A- This is the correct answer. According to ISEAL Alliance guidelines, a valid sustainability claim must be supported by
third-party certification froma credible and recognized sustainability standard, ensuring the claim is verifiable and transparent.
Incorrect answer:

Choice B- This is not a valid claim under ISEAL guidelines because third-party verification is necessary to substantiate any claims
related to carbon emissions.

Choice C- This is not a valid claim under ISEAL guidelines. Clains need to be independently verified, and mternal policies alone do
not provide credibility to the sustainability claim

Choice D- This is not a valid claim according to ISEAL standards. Claims should be based on verifiable evidence and supported by
recognized sustainability standards.

Reference:

LO-3.2; Page 291; Role of industry standards and frameworks used by organizations in securing ESG considerations and ethical
standards and Charter of Fair Trade and implications for procurement and supply
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