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SMEEA (Q57-Q62):

HAE #57
A leading coffee retailer advocates buying beans directly from farmers rather than using intermediaries such as exporters. By
partnering with farmers and investing locally, what is this practice called?

A. Greenwashing
B. Trade Initiative
C. Fair Trade

D. Direct Trade

HE: D

MY

Comprehensive and Detailed Explanation From Exact Extract of Documents:

The practice described is known as Direct Trade. Unlike Fair Trade, which follows certification standards set by external bodies,
Direct Trade involves companies directly sourcing from producers, often providing higher prices and more investment in local
communities. The L5SM5 study guide (p.309) explains that Direct Trade is particularly common in coffee and cocoa supply chains,
where companies wish to build stronger, transparent, and ethical relationships with producers. It differs from Fair Trade in that it
avoids third-party certification costs and focuses on building trust through long-term partnerships. Procurement professionals must
understand both models when sourcing ethically in international markets.

Reference: Managing Ethical Procurement and Supply (LSMS) Study Guide, p.309

EE #58
Which of the following are benefits to sustainable business practices? Select TWO

A. weakened performance

B. competitive advantage

C. increased spending

D. increased productivity and reduced waste

HE. BD

MH.

The two benefits are increased productivity and reduced waste and competitive advantage. The other two options are potential
downsides. These types of questions in the exam are pretty straight forward-just look for the logical answer. Benefits and risks of
sustainable practices are explained onp.11-14

HE#59
Berty Boo Ltd conducts an audit checking compliance with regulations, policies, and risk procedures. What type of audit is this?

A. Conpliance audit
B. Third-party audit

C. External audit

D. Benchmarking audit

HE: A

dY:

Comprehensive and Detailed Explanation From Exact Extract of Documents:

A conpliance audit evaluates whether an organisation adheres to regulatory requirements, security policies, and internal risk
management procedures. The L5SMS5 study guide (p.207) highlights that this is distinct from external audits (conducted by outsiders),
third-party audits (commissioned independently), and benchmarking audits (comparing against industry peers). Procurement
professionals must use compliance audits to ensure suppliers meet legislative and regulatory standards, reducing risks of non-
compliance, fines, and reputational damage.

Reference: Managing Ethical Procurement and Supply (LSMS5) Study Guide, p.207



EE #60
While low-cost country sourcing can provide substantial cost savings for buyers, it also comes with significant risks. Which of the
following should be avoided as a potential target for low-cost country sourcing?

A. A country consisting of workers with detailed knowledge of the product

B. A country with stable tax and tariff structures

C. A country that is remote geographically but with good transportation routes
D. A country where companies use Just in Time (JIT) method of SCM

HE: D

Y.

Choice B-1t is important to calculate the potential cost of a supplier failing to meet the level of service timeline. If a company uses JIT
methods of supply chain management, then LCCS is not a suitable option especially for critical components because delivery delays
can be costly and disruptive. Without backup inventory, customers may have to wait for the company to receive supplies and
manufacture the product. Thus is the correct answer.

Incorrect answer:

Choice A- A country with good transportation routes is critical to analyse as shipping will be fairly economical. Therefore is a
potential target for LCCS.

Choice C- Level of education and skills of workers in chosen low cost country will help in producing vital key components as they
will specialize in them. Thus this country should be a potential target of LCCS.

Choice D- Tariffs and taxes can significantly impact the cost-effectiveness of sourcing from low-cost countries. Understanding the
export taxation in the source country and import tariffs in one's own country is crucial. This being stable can help in calculating and
making a decision of selecting a country for low cost sourcing,

Reference:

LO-1.2; Page 76; Low-cost country sourcing

EE #61
According to the International Institute for Sustainable Development, which of the following are part of the 6 key components of a
CSR Plan? Select THREE

A. Implementation plan and activities

B. CSR commitment to stakeholder engagement
C. Financial analysis

D. Introduction

E. Verification and evaluation of results

HMY. ABE

ME:

Comprehensive and Detailed Explanation From Exact Extract of Documents:

The L5MS study guide (p.8) outlines the six key components of a CSR plan: CSR Assessment, CSR Strategy and Refinerment,
Implementation Plan and Activities (C), Commitment to Stakeholder Engagement (D), and Verification and Evaluation of Results
(E). An introduction (A) and financial analysis (B) may support a CSR plan but are not listed as key components. Procurement
professionals should ensure CSR plans are robust, measurable, and involve stakeholder engagement to gain legitimacy and trust.
Reference: Managing Ethical Procurement and Supply (L5SM5) Study Guide, p.8
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