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CIPS Commercial Contracting 58 € L4M3 A 5[5 /E (Q46-Q51):

H #46
EAC Facilities Management is planning for a new construction project in the suburban are a. They decide to use NEC or FIDIC
model form of contract for this project. Is this a right course of action?

A. Yes, using these forms will eliminate all the risks

B. No, the contractor won't understand the legal terminology in the contract forms
C. No, the buyer will bear all the risks derived from the contract

D. Yes, these forms aim at balanced risk/reward allocation between the parties

IEf#: D

R -

Construction procurement is particularly complex and risky. Forming a contract in construction may take lots of time and energy of
both client and contractor. Therefore, standardisation in construction contract would help the buying organisation to save their
precious resources. Furthermore, the wording of these model form contracts is accurate as it has been agreed among the
professionals within an industry.

One of the advantage of using model foris of contract is the balanced of risk and reward allocation between the contractor,
consultant engineer and the client.

Reference:

- An Introduction to FIDIC model contracts

- CIPS study guide page 139-147

LO3,AC3.1

B #47

Blakenall District Hospital (BDH) is a large hospital that is a major part of the government's health service. Purchasing staff are in the
habit of placing many long-term contracts with suppliers and sub-contractors. Whilst these contracts are usually carried out
successfully, prices are often paid that are well over budget. The purchasing manager is concerned to find that, in some cases,
members of staff are forcing suppliers to accept fixed price contracts. The policy has caused several problens such as some
suppliers refusing to deal with BDH and a few going out of business mid-way through performing a contract with BDH. This is due
to fluctuating market prices of materials. The procurement manager suggests supplier to adopt variable pricing arrangement with
price index. Is this a right course of action?

¢ A. No, price adjustment should be applied to short-term supply contract only (3-month duration or less)
¢ B. No, variable pricing would only benefit the suppliers

e C. Yes, this type of arrangement would provide absolute certainty when budgeting

e D. Yes, this pricing arrangement would reimburse the fluctuation of material prices

Ef#: D

A :
Procurement staff in the Hospital is forcing suppliers mto fixed price contract. If the costs generally rise, supplier may operate at a
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loss. This situation can disrupt the relationship, that is the reason why some suppliers refusing to deal with BDH and a few going out
of business mid-way.

Alternative methods could be variable pricing arrangement. This method would reimburse the fluctuation of market price. It will also
benefit buyer if the market price drops. This type of arrangement should be applied to long-term contracts (i.e. 18 months or more).
Reference:

LO3,AC33

H #48

Maximum Score 1

Procurement professionals must have an awareness of labour standards and environmental, social and governance issues when
contracting with suppliers. Which TWO of the following are relevant for consideration?

A. Warranty
B. Sustamability
C. Modem Slavery

D. Indermnity
E. ISO 9000 accreditation

Eﬁ: B\ C

R -

Modern Slavery (C) and Sustainability (D) are core social and environmental issues under ESG and ethical procurement policies.
Indenmity and warranty are legal clauses, not social or environmental considerations.

Reference: CIPS LAM3 Commercial Contracting - "Ethical and responsible contracting (CSR, ESG, Modern Slavery)."

B #49
Which of'the following are commonly used as model forms of contracts in construction in the UK?

A. CIPS

B. NEC

C.AS

D.JCT

E. IET

F. Select TWO that apply

IEf#: B. D

fiR .-

- NEC: New Engineering Contract - a family of standard contracts primarily used in construction in the UK; includes works,
consultants, services

- JCT: Joint Contracts Tribunal - a family of standard contracts used in construction in the UK; includes works, consultants.
subcontracts, services

- AS: Australian Standards contracts - different contracts for a range of purchase types including constructions, consultancy,
periodic supply of goods

- [ET: Institution of Engineering and Technology which issue jointly agreed model forns covering the design, supply and installation
of electrical, electronic and mechanical plant 'including special conditions for the ancillary development of software'

- CIPS: Chartered Institute of Procurement and Supply - CIPS has developed its own suites of standard forms of contract for IT
functions including; supply and installation of computer equipment, support and maintenance of bespoke software, servicing of
computer equipment.

Reference:

LO3,AC3.1

R #50

Royal Naval Hospital at Rockstown, Anyport manages a fleet of nine ambulance vehicles. During busy periods, it becomes very
difficult to keep track of the location of each ambulance (and the nature of their journey). Continual problems lead to the proposal
for a new control system (ERNS).

For this ERNS project, the procurement department has drafted a specification in which only a bullet point list of basic requirements



was written down. The procurement manager understands that the specification should be developed more specifically but a cross
functional team from the Hospital could not do that. A senior buyer suggests that some of Hospital's pre-qualified suppliers could
support them in developing the specification.

‘Which of'the following should be a priority approach of procurement department in developing dialogue with those suppliers about
specification development?

A. Internal discussion

B. Request for quotation from the suppliers
C. General networking

D. One-to-one meeting with the suppliers

IEf#: D

TR

The procurement team has drafted basic requirements in the specification. They will need to develop it further and more specific.
Developing market dialogue with supplier is a good solution. There are number of approaches which can be taken to engage with
suppliers:

- General meetings: buyer meets supplier at a networking event (such as trade show) or social media. These discussions are unlikely
to deliver very specific information.

- One-to-one meetings: This will be most likely to deliver direct input into specification development and supplier-specific product
development information.

- Group visits

- Meet-the-buyer events

- Formal negotiations or competitive

The answer for this QUESTION should be One-to-one meeting,

Reference: CIPS study guide page 83-84

LO2,AC2.1

HH #51
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