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¢ Understand options for sourcing requirements from suppliers: This section covers the sourcing process,
FEY 2 1 approaches, options, and award criteria for obtaining requirements from suppliers. The sub-topics provide
a foundation for strategic sourcing.
o This section examines analyzing market data, obtaining quotations
bEY 72 ¢ tenders, and assessing responses. The sub-topics focus on key processes for evaluating potential suppliers.
¢ Understand compliance issues when sourcing from suppliers: It explores legislative, regulatory, and
bEY 73 organizational requirements for sourcing, It compares the use of audit and other mechanism of feedback.
FEw 24 ¢ Understand the key processes that can be applied to the analysis of potential external suppliers:
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B #25

A buyer is procuring metals. The following trends are observed:
* January and April: supplier's local currency is strong

* November: demand is lowest

* May: demand is highest
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‘Which month should the buyer place the order?

e A, November
e B. April

¢ C.May

e D. January

Ef#: A

fiR e«

Demand and currency fluctuations affect commodity pricing. November shows lowest demand, which usually reduces price
pressure. Conversely, May (high demand) and months with strong supplier currencies (January, April) would increase costs. By
ordering in November, the buyer leverages demand cycles to obtain lower prices. Responsible sourcing requires buyers to monitor
market intelligence and seasonal trends to time purchases effectively, mitigating risks of price volatility while ensuring supply
continuity. This reflects CIPS' s emphasis on category management and proactive procurement planning,

Reference: CIPS [4M4 Study Guide (v2), LO: "Application” - demand cycles, timing of orders, commodity sourcing,

HM #26
Kiran is appraising some potential suppliers and has noticed that one of these suppliers has an extremely high gearing ratio. What
would this suggest?

e A the supplier has a lot of long-term debt

¢ B. the supplier has a high cost of sales

e (. the supplier is extremely profitable

e D. the supplier has a strong return on investment

Ef: A

fEEL:

The correct answer is 'the supplier has a lot of long-term debt'. Gearing is a measure of how the business is being finded and looks
at the ratio of debt to equity. For example if they have taken out lots of loans and mortgages, this would equate to a lot of debt
which means a poor gearing ratio.

Gearing is a hot topic for the exam

R #27
When assessing social responsibility elements of a supplier's proposal, what type of supporting evidence could a supplier provide?

¢ A Results of a customer service survey on delivery performance

¢ B. Evidence of conpliance with fair trade standards

¢ C. Quality control reports documenting quality checks in the manufacturing process
¢ D. Financial statements detailing profit and loss accounts

IEf#: B

R

Compliance with fair trade standards demonstrates the supplier's commitment to social responsibility, including fair wages and ethical
working conditions. This aligns with responsible sourcing practices, ensuring that suppliers maintain ethical labor standards, as
advocated in the principles of ethical sourcing,

H #28

Ivan is an investor who is looking to nvest in new businesses. He is reviewing several companies and working out what his equity
would be. Which of'the following does Ivan need to know to calculate shareholder equity?

Select TWO.

A. net income
B. total liabilities
C. net profit

D. total assets



IE%: B\ D

R :
Shareholder Equity = Total Assets - Total Liabilities

B #29

GDP is an economic index that a procurement professional can use to measure economic data. What does GDP tell you?

A. the monatary value of the goods manufactured in a financial period

B. average changes in price over a year

C. the value of public limited companies within a country

D. the value of commodities such as steel, oil and wheat at a point in time

Ef#: A

R -

GDP = gross domestic product = "the monetary value of goods and services manufactured or sup-plied in a financial period".
People use it to say whether a country's economy is strong or weak.

Stock markets look at the value of public limited companies within a country.

Commodity indices look at the value of commodities such as steel, oil and wheat at a point in time Average changes in price over a
year can be measured by CPI or PPI
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