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CIPS Commercial Contracting 38 X L4M3 A Bk 5 RE (Q213-Q218):

B #213

Maximum Score 1

A purchase order has been raised for £5,000. It allows the user departiment to order items of'a £50 value when they need them.
This is an example of what type of order?

A. Shut-off
B. Straight-off
C. Stand-off
D. Call-off

IEf@E: D

AR :

A call-off order is raised against an existing agreement or blanket order that sets an overall value limit (£5,000 in this case). Users
can "call off" small quantities or values (£50 each time) when required.

Reference: CIPS LAM3 Commercial Contracting - "Framework agreements and call-off contracts."

HH #214
‘Which of'the following is the best definition of "ultra vires"?

A. From one party

B. Beyond powers

C. Let the buyer beware
D. In good faith

IEf#: B

RN -

Ultra vires is a Latin phrase, meaning "beyond the powers." Describes actions taken by government bodies or corporations that
exceed the scope of power given to them by laws or corporate charters. When referring to the acts of government bodies (e.g,,
legislatures), a constitution is most often the measuring stick of the proper scope of power.

Reference:

LO1,AC1.2

H #215
‘Which of the following is always an advantage of using fixed price arrangement in a contract for buying organisation?

e A Supplier always receives a fixed margin

¢ B. Suitable for contracts that last 5 years or more
¢ C. Buyer can allocate budget with certainty

¢ D. Buyer can harness falling market price

EfE: C

R -

Advantages of using fixed pricing arrangement are as below:

- Budget/income certainty - prices are fixed up front and should not change

- The impact of changes to the supplier's cost base is not fed through to the purchaser. If costs diminish, the supplier will benefit from
this, and if costs rise, the purchaser will benefit Reference: CIPS study guide page 172-176 LO 3, AC 3.3



HH #216
Which of'the following are implied terms in sales contracts? Select THREE that apply.

A. Fitness for purpose

B. Custorer satisfaction
C. Transfer of ownership
D. Mode of transportation
E. Risk transfer

F. Payment method

Ef#: A. C. E

TR

Generally, under the Sale of Goods Acts (in UK, Singapore, Australia,...) or Commercial Codes (in France, Germany, Vietnam,...),
the sale contracts have the following implied terms:

- the seller has the right to sell the goods. This is also a condition of the contract

- the goods are free from undisclosed security interests

- the goods supplied under the contract will be reasonably fit for any purpose which the buyer made known to the seller
- sales of unseen goods will be of merchantable quality, and match their description and confornwith a sample.

- Passing of risk

- Passing of possession and title

Reference: CIPS study guide page 126-132

LO3,AC3.1

HR #217

SFO procurement manager sent a request for quotation to Vogon International in which he determined the contract terms and
specification. In SFO's standard terms and conditions, it is stated that 'Goods shall be delivered and Services performed by the
applicable Delivery Date. Supplier must notify Buyer 3 days prior to the Delivery Date if Supplier is likely to be unable to meet a
Delivery Date.' Vogon replied with a quotation without any amendment to SFO's terms & conditions. The SFO procurement
manager found the prices were reasonable and submitted to senior management. Senior management team accepted that quotation
and sent a notification to Vogon. On the Delivery Date, Vogon said they had no capacity to supply the product as the quotation due
to a workers' strike. Did Vogon breach any agreement with SFO?

A. No, because Vogon had no intention to be bound by the quotation, therefore, it didn't constitute a contract

B. Yes, because the contract was formed since Vogon had sent the quotation as an acceptance to SFO's offer

C. No, because the strike is a force majeur event, so Vogon did not breach any contract with SFO

D. Yes, because the contract had been formed between SFO and Vogon with the quotation as an offer and the notification as
an acceptance

EfE: D

R

SFO issued an RFQ with defined terms and condition and detailed specification. This RFQ can be considered as an invitation to
treat. Vogon's quotation is an answer to the purchaser's RFQ and is an offer to SFO. The contract cone to life at the time Vogon
received the notification from SFO senior management.

The strike may be a force majeur event, depending on the contract particular clauses and jurisdiction. In common law countries,
force majeur is applicable as an exclusion of liability only if the contract allows it. In many civil law countries, force majeur is an
implied term. But in every jurisdiction, force majeur is only a reason for excluding liability for non-performance ofa contract. In other
words, the non-performance party is not liable for any breach if force majeur event occurs but the event does not exclude the
breach.

LO1,AC12
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