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B #90
Under what circumstances should forecast data be amended? Select THREE.

A. A key supplier ceases trading

B. Health and safety legislation changes
C. There is significant price inflation

D. A key customer is lost

E. Operations move to a new location

Eﬁ: A\ C\ D

R -

Forecasts must be dynamic and updated when major internal or external changes occur. Losing a key customer significantly reduces
demand, meaning forecasts must be lowered accordingly. Similarly, if a key supplier ceases trading, supply constraints may alter
procurement strategies, requiring adjustment to supply and spend forecasts. Likewise, significant price inflation impacts both demand
planning and budgeting, as organisations must reassess affordability and potentially seek alternatives. On the other hand, relocating
operations or new health and safety legislation may change processes, but they do not directly influence demand, supply, or pricing
forecasts. For category managers, regularly reviewing and amending forecasts ensures procurement strategies remain relevant and
aligned with market realities. Without this adaptability, organisations risk supply disruptions, overestimation of needs, or financial
misalignment.

Reference: CIPS L5SM6 Study Guide, p.140
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Which of'the following are legal aspects of a contract a Procurement Manager should know?

A. Intellectual Property

B. TUPE

C. Sustainability

D. Liabilities

E. Relationship management

iIFf#: A. B. D
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The three correct legal aspects are:

* Liabilities [C]: Define responsibility for damages, breaches, or non-performance.

* Intellectual Property [D]: Protects innovations, designs, and brand assets in supplier agreements.

* TUPE [E]: Transfer of Undertakings [Protection of Employment], a UK law ensuring employees retain rights when transferred
between companies.

While sustainability and relationship management are important procurement considerations, they are not specifically legal aspects of
contracts. Legal knowledge ensures procurement professionals protect their organisations from financial, reputational, and
operational risks.

TUPE is particularly relevant in outsourcing agreements, where staff may move from one employer to another. Procurement
managers must ensure compliance with local employment laws to avoid legal disputes.

CIPS stresses that category managers should not act as lawyers but must have sufficient legal awareness to identify risks and
escalate issues to legal specialists.

[Ref: CIPS L5M6 Study Guide, p.57 - Legal aspects in procurement contracts]
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In Category Management, often a small number of categories can be responsible for a large proportion of spend. What is this
principle commonly known as? Select TWO.

A. Six Signa
B. The 5 Forces

C. Pareto Principle
D. 80-20 Rule

iFf@E: C. D

A :

The Pareto Principle, also known as the 80/20 Rule, states that around 80% of outcomes are generated by

20% of mputs. In category management, this means that a small number of categories often account for the majority of total spend.
Identifying these high-inpact categories allows procurement professionals to focus resources where they deliver the most value. For
example, managing a few strategic or high-spend categories rigorously may yield more savings and risk reduction than spreading
efforts across all categories equally. The principle reinforces the need for prioritisation and focus in procurement strategies. While Six
Sigma and Porter’s Five Forces are useful tools in other contexts, they are unrelated to spend distribution. Applying Pareto
effectively helps organisations achieve better results with limited resources by focusing on what matters most.

Reference: CIPS L5M6 Study Guide, p.22

E #93
Which of the following is an example of a supply chain risk? Select TWO.

A. A consultant provides bad advice to a client as they are unaware of a legislation change
B. A cargo ship is delayed due to strike action at a port of entry

C. Badly defined T&Cs in a contract cause a supplier to fail to deliver services effectively
D. Lightning strikes the organisation's HQ

Ef#: B. C

AR :

Supply chain risks are risks that mvolve suppliers or logistics networks and have a direct impact on procurement performance.
Poorly defined contract terms (Option A) may cause service failure, while delays due to port strikes (Option D) disrupt inbound
logistics. These are classic supply chain risks because they are linked to supplier performance or external logistics factors. By
contrast, lightning striking HQ is an internal operational risk, and a consultant giving poor advice is a professional service risk rather
than a direct supply chain issue. For procurement, identifying supply chain risks is critical to developing mitigation strategies such as
alternative suppliers, buffer stock, or stronger contractual clauses. Risk assessment frameworks like the likelihood/severity matrix
help prioritise which risks to address first.

Reference: CIPS L5SM6 Study Guide, p.56
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Total Cost of Ownership [TCO] is important in Category Management. Steve is sourcing machine parts and IT systemns.
‘Which of the following should Steve consider as part of TCO?

A. Maintenance and Downtime
B. Supplier Relationship

C. Purchase Price

D. Location of the Itens

E. Training

Ef#: A. C. E

TR

Total Cost of Ownership [TCO] refers to the full cost of acquiring, operating, and maintaining an item over its entire lifecycle-not just
the purchase price. For Steve, the relevant elements are:

* Purchase Price [A]: The initial acquisition cost.

* Maintenance and Downtime [D]: Costs of repairs, spare parts, and losses during equipment downtime.

* Training [E]: Expenses incurred in training staff to use new systens or equipment.

By contrast, Location and Supplier Relationship are important considerations but cannot be quantified as direct financial costs in the
same way.

The TCO model is often illustrated as the Cost Iceberg, where the purchase price is only the visible tip, while hidden costs [e.g,,
energy use, repairs, obsolescence, disposal] represent the bulk. Understanding TCO enables procurement to make more nformed
decisions, ensuring long-term value rather than focusing narrowly on upfront cost.

[Ref: CIPS L5M6 Study Guide, p.9 - TCO and the Cost Iceberg]
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