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¢ Understand the importance of compliance with ESG (Environmental, Social, and Governance) factors to

achieve ethical and sustainable procurement and supply arrangements: This section of the exam measures
skills of Supply Chain Specialists and covers methods to ensure compliance with ESG standards in
procurement. It includes the use of supply chain mapping, risk management, stakeholder engagement, and
contractual terms to secure sustainable practices. Candidates also learn how to monitor supplier
performance, handle non-compliance, and utilize third-party auditors to maintain ethical standards.
Relationship management strategies, corrective actions, and escalation processes are emphasized as part of]
ensuring suppliers meet ESG expectations.

FE2

Understand initiatives and standards related to ESG (Environmental, Social, and Governance) that support
ethical and sustainable procurement and supply: This section of the exam measures the skills of
Procurement Leaders and covers the global frameworks and standards that shape ethical supply practices.
It explores international labour standards set by organizations such as the UN and ILO, and labour codes
like the Ethical Trading Initiative and SA800. Candidates also examine external environmental frameworks,
industry accreditations, and their role in meeting ESG goals. Finally, this section addresses fair trade
principles, organizations such as WFTO and Fairtrade International, and the need to align internal
governance with global standards.
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¢ Understand the impact of ESG (Environmental, Social, and Governance) considerations on ethical and
sustainable supply chains: This section of the exam measures the skills of Procurement Managers and
covers how ESG principles are applied to secure ethical and sustainable supply chains. It looks at the role
of environmental, social, and governance factors in procurement decisions, alongside risks and benefits of
F&E3 ESG adoption. Learners also explore issues such as modem slavery, bribery, and human rights, as well as
the importance of diversity, inclusion, and stakeholder management. The section highlights how
globalization, culture, and labour practices shape supply strategies and examines potential conflicts that may|
arise when balancing ESG priorities with business demands.
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P& #60
Creating value responsibly for shareholders would sit under which aspect of the sustainability triple bottom line?

A. Social

B. Environmental
C. Legal

D. Economic

ZE: D
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Comprehensive and Detailed Explanation From Exact Extract of Documents:

The economic pillar of the Triple Bottom Line refers to the creation of financial value while maintaining responsibility toward
stakeholders. The L5SM5 study guide (p.179) explains that sustainability in procurement is not only about compliance with social and
environmental standards but also about ensuring financial viability. Activities such as delivering shareholder returns, managing costs,
and achieving long-term profitability fall under the economic dimension. "Legal" is not one of the TBL pillars, and while law supports
governance, it is not itself a sustainability principle. Therefore, creating value for shareholders through responsible economic
performance is clearly categorised under the economic aspect of TBL.

Reference: Managing Ethical Procurement and Supply (LSMS5) Study Guide, p.179

8 #61
Labour standards facilitate international trade and there are international regulations to secure this. Is this statement TRUE?

A. No - labour standards vary from country to country

B. Yes - there is a minimum labour standard governing pay and conditions

C. No - no countries have established labour standards

D. Yes - labour standards are regulated by the UN and other multi-national bodies

ER: A
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Comprehensive and Detailed Explanation From Exact Extract of Documents:

The correct answer is that labour standards vary from country to country. According to the L5SM5 study guide (p.85), while
international conventions exist (e.g., [LO conventions), there is no single binding international law regulating labour standards across
all nations. Instead, each country enforces its own rules regarding wages, hours, and working conditions. Some countries have strict
protections, while others may have weak or poorly enforced standards. Therefore, procurement professionals must apply due
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diligence and supplier audits when sourcing internationally, as ethical risks arise in jurisdictions with lower labour protections.
Reference: Managing Ethical Procurement and Supply (LSMS) Study Guide, p.85

il =8 #62
Banks, investors, and consumers form which type of stakeholder?

A. External stakeholder

B. Connected nternal stakeholder
C. Internal stakeholder

D. Connected external stakeholder

EX: D
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Comprehensive and Detailed Explanation From Exact Extract of Documents:

Stakeholders are categorised based on their relationship to the organisation. The LSMS study guide (p.105) explains that connected
external stakeholders are outside the organisation but directly linked through financial or contractual relationships. Banks (financiers),
investors (shareholders), and consumers (customers) fall into this category. Internal stakeholders (A) include employees and
management, while external stakeholders (B) are broader groups such as regulators and communities without direct contracts.
"Comnected internal stakeholders™ (C) is not a valid classification. Procurement professionals must identify and manage stakeholder
expectations to maintain ethical, transparent supply chains.

Reference: Managing Ethical Procurement and Supply (LSMS) Study Guide, p.105

R #63
Berty Boo Ltd conducts an audit checking compliance with regulations, policies, and risk procedures. What type of audit is this?

A. Compliance audit
B. Third-party audit

C. Benchmarking audit
D. External audit

ER: A
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Comprehensive and Detailed Explanation From Exact Extract of Documents:

A compliance audit evaluates whether an organisation adheres to regulatory requirements, security policies, and internal risk
management procedures. The LSMS 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 (L5SM5) Study Guide, p.207

8 #64
How can integrating social considerations into sustainable procurement and supply create opportunities for accessing new markets?
Select any TWO.

A. By partnering with local suppliers and underrepresented communities, thereby opening up regional markets

B. By solely prioritizing the fastest delivery times, regardless of sourcing practices

C. By focusing exclusively on reducing costs, which attracts price-sensitive customers

D. By ignoring cultural difterences and standardizing products for all markets

E. By ensuring compliance with international labor standards, making products more appealing to ethical consumers

ZR: AE
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Choice A- This option is correct. Compliance with international labor standards signals a commitment to ethical practices, which can
attract consumers who prioritize sustainability and social responsibility. This appeal can open new markets, particularly among
consumers who are willing to pay a premium for ethically sourced products.



Choice B- This option is incorrect. While reducing costs can attract some customers, it often overlooks social considerations and
may lead to unethical sourcing practices. Focusing solely on cost does not contribute to sustainable procurement and can limit access
to markets that value ethical practices.

Choice C- This option is correct. Partnering with local suppliers and underrepresented groups fosters community engagement and
strengthens local economies. Moreover catering for new range of customers who may not have been previously catered for. This
approach can help organizations tap into regional markets, build trust with local consurrers, and enhance brand loyalty through a
commitment to social responsibility.

Incorrect answer:

Choice D- This option is incorrect. Ignoring cultural differences can alienate potential customers and limit market access. Sustainable
procurement should consider local customs and preferences to effectively cater to diverse markets. Adapting products to fit local
contexts can enhance acceptance and success in new markets.

Choice E- This option is incorrect because prioritizing only speed in delivery can compromise ethical sourcing and sustainability
practices. While timely delivery is important for customer satisfaction, focusing exclusively on it can lead to neglecting social and
environmental responsibilities. Fast delivery may involve sourcing from suppliers that cut corners on labor standards or environmental
protections, ultimately undermining the principles of sustainable procurement. To effectively access new markets, organizations must
balance delivery efficiency with ethical sourcing practices, ensuring that both speed and sustainability are prioritized.

Reference:

LO-1.1; Page 20-21; The role of social value considerations in securing ethical and sustainable procurement and supply
arrangements
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