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o 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.

Topic 1

¢ 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
Topic 2 ESG adoption. Learners also explore issues such as modern 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.

¢ 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
Topic 3 contractual terns 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.

CIPS Managing Ethical Procurement and Supply (L5SMS5) Sample Questions
(Q77-Q82):

NEW QUESTION # 77

A large electronics company uses third-party audits to ensure supplier compliance with labor standards. However, one supplier has
raised concerns about undergoing multiple audits from different buyers, each with varying requirements. The supplier argues that this
is diverting resources from making meaningful labor condition improvements.

Which issue is most relevant to the electronics conpany?

A. Hidden issues

B. Risk of audit fraud
C. Audt fatigue

D. Box ticking

Answer: C

Explanation:

Option A- The supplier's complaint about being overwhelmed by repeated audits from multiple buyers aligns with the concept of
audit fatigue. This issue arises when frequent and overlapping audits burden suppliers, making it harder for them to implement
sustainable improvements.

Incorrect answer:

Option B- This refers to a superficial approach to compliance, where suppliers focus on meeting the minimum requirements on paper
rather than making meaningfull, lasting improvements in working conditions. The scenario focuses on the supplier being overwhelmed
by frequent audits, not on them meeting requirements superficially.

Option C- Risk of Audit Fraud arises when suppliers deliberately falsify records, misrepresent practices, or hide non-compliance to
pass audits. There's no indication in the scenario that the supplier is misrepresenting their compliance or engaging in fraudulent
activities.

Option D- This refers to problems that remain undetected during audits due to neffective audit processes or deliberate concealment
by suppliers. The scenario does not mention undetected issues or gaps in identifying non-compliance; the focus is on the supplier's
challenges with repeated audits.

Reference:



LO-3.1; Page 273; Labor codes of conduct: Ethical Trading Initiative (ETT) and Social Accountability International's standard
SA8000

NEW QUESTION # 78
The Modern Slavery Act (2015) ensures supply chains are free from forced and child labour. Which of the following is a limitation of
the Act?

A. Tt is optional to comply with

B. It only applies to companies with a large turnover
C. There are no repercussions for non-compliance

D. It doesn't apply if supply chains are outside the UK

Answer: B

Explanation:

Comprehensive and Detailed Explanation From Exact Extract of Documents:

The Modern Slavery Act (2015) requires companies with a turnover above £36 million to publish a slavery and human trafficking
statement. The LSMS study guide (p.45) highlights this as a limitation because it excludes smaller businesses, even though they may
also operate complex supply chains. The Act applies regardless of where supply chains are located (so A is incorrect), and
compliance is mandatory (C is incorrect). Non-compliance can lead to civil proceedings (so D is incorrect). Procurement
professionals must be aware of this threshold and ensure compliance in larger organisations.

Reference: Managing Ethical Procurement and Supply (LSMS) Study Guide, p.45

NEW QUESTION # 79
Freedom of association is a protected right under the ILO convention. What does this allow workers to do?

A. Avoid slavery

B. Jomn a union

C. Have work-life balance
D. Have a second job

Answer: B

Explanation:

Comprehensive and Detailed Explanation From Exact Extract of Documents:

The International Labour Organization (ILO) sets global labour standards, and freedom of association is one of its fndamental
rights. According to the L5SM5 study guide (p.249), this right allows workers to form or join trade unions and workers' organisations
to collectively defend their interests. It ensures employees can negotiate working conditions, pay, and rights without discrimination or
retaliation. This principle underpins fair labour practices and corporate social responsibility. Other options such as "having a second
job" or "avoiding slavery" are separate issues covered under different ILO conventions, but they do not define freedom of
association.

Reference: Managing Ethical Procurement and Supply (L5SM5) Study Guide, p.249

NEW QUESTION # 80
Samir is the Project Manager of a large construction project. Due to the complexity of the build, the main contractor has employed
specialist subcontractors. What is the disadvantage of using subcontractors for this work?

A. Conpliance with the law
B. Increased costs

C. Less control

D. Lower quality of work

Answer: C

Explanation:

Comprehensive and Detailed Explanation From Exact Extract of Documents:

The disadvantage of subcontracting is less control over performance. The LSMS5 study guide (p.156) notes that while subcontracting
allows access to specialist expertise, it creates additional risks for project delivery, as the main contractor remains accountable for



subcontractor performance. Problems such as delays, quality issues, or non-compliance can occur, and these are more difficult to
manage indirectly. Increased costs (A) are not always true since subcontracting can be cost-effective, while lower quality (B)
depends on subcontractor capability. Compliance with the law (D) is a requirement, not a disadvantage. Procurement professionals
nust carefully manage subcontractors through clear contracts, monitoring, and accountability measures.

Reference: Managing Ethical Procurement and Supply (LSMS5) Study Guide, p.156

NEW QUESTION # 81
Which of the following is NOT a reason for supply chain mapping?

A. Eliminating the need for supplier relationship management
B. Identifying potential risks and vulnerabilities

C. Gathering quality data through audits

D. Understanding and gaining insights into suppliers

Answer: A

Explanation:

Supply chain mapping aims to identify risks, improve visibility, and ensure compliance, among other benefits. However, it does not
eliminate the need for managing supplier relationships; in fact, it often enhances the ability to manage those relationships effectively.
Reference:

LO-2.1; Page 155; Mapping supply chains to achieve supply chain transparency

NEW QUESTION # 82

What is more difficult is not only passing the Financials in Managing Ethical Procurement and Supply (LSM5) (LSMS) certification
exam, but the acute anxiety and the excessive burden also make the candidate nervous to qualify for the Managing Ethical
Procurement and Supply (LSMS5) (LSMS) certification. If you are going through the same tough challenge, do not worry because
UpdateDumps is here to assist you.
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