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Supply (LSM5) exam with the help of a self-assessment report shown at the end of CIPS L5MS practice test.

CIPS Managing Ethical Procurement and Supply (L5SMS5) Sample Questions
(Q11-Q16):

NEW QUESTION # 11
During the transition phase at the end of a contract, what is typically the most challenging aspect to manage?

A. Returning physical assets

B. Transferring documents

C. Developing an exit strategy

D. Knowledge transfer and intellectual property (IP) rights

Answer: C

Explanation:

continuity, and addressing ownership, usage rights, and confidentiality. Mismanagement can have significant operational and legal
implications.

Incorrect answer:

Choice B- Developing an exit strategy: This should already be planmed during the contract drafting phase, making it less complex at
the end stage.

Choice C- While it can involve logistical challenges, it is usually straightforward with clear mventory and tracking.

Choice D- Though it requires careful handling, it is generally a easier procedural task.

Reference:

LO-2.4; Page 240-241; Escalating non-compliance and making exit arrangements

NEW QUESTION # 12
Ahmed Electronics is conducting an audit to assess its compliance with regulatory requirements, security protocols, and risk
management policies. What type of audit does this represent?

A. external audit

B. 3rd party audit

C. benchmarking audit
D. compliance audit

Answer: D

Explanation:

Choice C - A compliance audit is a type of audit conducted to ensure that an organization adheres to regulatory guidelines, security
policies, and risk management procedures. Its primary focus is on verifying conformity with external regulations, internal policies, and
standards. This is the correct answer.

Incorrect answer:

Choice A - Focuses on financial statements and is usually conducted by an independent body for external stakeholders.

Choice B - Performed by an external organization to assess compliance with specific standards, often for certification purposes.
Choice D- Involves comparing an organization's performance or practices against industry standards or best practices, not
necessarily focused on compliance.

Reference:

LO-2.3; Page 207-208; Sourcing third parties for auditing services

NEW QUESTION # 13
A manufacturing company experienced frequent breakdowns of a critical machine due to improper maintenance. To resolve this,
management is investigating the root cause and inmplementing measures to prevent fiiture occurrences. What type of plan is the

management prioritizing?

A. Risk mitigation plan

B. Preventative Action Plan
C. Root Cause

D. Corrective Action Plan



Answer: B

Explanation:

Choice B- This is the correct answer because the focus is on implementing measures to prevent future breakdowns and ensure the
issue does not recur.

Incorrect answer:

Choice A- This would apply if the management's focus was on fixing the immediate issue (e.g., repairing the broken machine). Since
the emphasis is on prevention, this is incorrect.

Choice C- While identifying the root cause is a part of the process, the plan described involves taking preventive action beyond just
identifying the cause.

Choice D- This is incorrect because risk mitigation focuses on reducing potential risks, often before they occur. In this case, the issue
has already occurred, and the goal is prevention, not general risk management.

Reference:

LO-2.4; Page 229-230; Creating corrective action plans and supplier development programmes

NEW QUESTION # 14
Which of'the following actions could create a conflict between profitability and social value among stakeholders?

A. Inplementing environmentally sustainable practices
B. Offering conpetitive prices to customers

C. Cutting costs by reducing employee wages

D. Engaging in corporate social responsibility mitiatives

Answer: C

Explanation:

Choice B- Cutting costs by reducing employee wages is the action that could lead to a conflict between profitability and social value.
While it might improve short-term profits, it can negatively affect employee morale, retention, and overall company reputation,
leading to long-term challenges.

Incorrect answer:

Choice A- This action typically enhances social value by promoting environmental responsibility. While it may involve higher upfront
costs, in the long run, it can lead to savings, increased customer loyalty, and a stronger brand reputation. Thus, it usually aligns
profitability with social value rather than conflicting with it.

Choice C- Engaging in CSR initiatives often enhances a company's reputation and fosters goodwill within the community. While it
may require financial investment and could impact short-term profits, it generally aligns with social value and can lead to long-term
benefits, such as customer loyalty and brand strength.

Choice D- Offering conpetitive prices may initially seem like a strategy focused solely on profitability. However, it can also enhance
social value by making products more accessible to a broader audience. If done without compromising quality or ethical standards,
this option usually does not create a conflict but can benefit both profitability and social value.

Reference:

LO-1.4; Page 137; Comprehensive stakeholder consultations and engagement

NEW QUESTION # 15
Which of'the following is not a fraud risk in a procurement fimction?

A. Phantom suppliers
B. Bid rigging

C. Duplicating payments
D. Accepting presents

Answer: D

Explanation:

Comprehensive and Detailed Explanation From Exact Extract of Documents:

Fraud risks in procurement typically include practices such as bid rigging (collusion to manipulate tenders), phantom suppliers (fake
companies created to siphon money), and deliberate duplicate payments (processing false or repeated invoices). However,
accepting presents is classified as bribery, not fraud. The LSMS5 study guide (old p.139, new p.50) explains that fraud involves
intentional deception for personal gain, while bribery relates to improper inducements or gifts. Procurement professionals must
distinguish between fraud and bribery because both undermine ethical procurement but require different controls. For example, fraud



prevention requires audit trails and segregation of duties, while anti-bribery policies require clear rules on gifts and hospitality.
Reference: Managing Ethical Procurement and Supply (L5SM5) Study Guide, old p.139, new p.50

NEW QUESTION # 16
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