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CIPS L5M4 Exam Syllabus Topics:

Topic

Details

Topic 1

Understand and apply financial techniques that affect supply chains: This section of the exam measures the
skills of procurement and supply chain managers and covers financial concepts that impact supply chains. It
explores the role of financial management in areas like working capital, project finding, WACC, and
mvestment financing, The section also examines how currency fluctuations affect procurement, including the
use of foreign exchange tools like forward contracts and derivative instruments.

Topic 2

Analyse and apply financial and performance measures that can affect the supply chain: This section of the
exam measures the skills of procurement and supply chain managers and covers financial and non-financial
metrics used to evaluate supply chain performance. It addresses performance calculations related to cost,
time, and customer satisfaction, as well as financial efficiency indicators such as ROCE, IRR, and NPV.
The section evaluates how stakeholder feedback nfluences performance and how feedback mechanisms
can shape continuous improvement.

Topic 3

Understand and apply the concept of strategic sourcing: This section of the exam measures the skills of
procurement and supply chain managers and covers the strategic considerations behind sourcing decisions.
It includes an assessment of market factors such as industry dynamics, pricing, supplier financials, and ESG
concerns. The section explores sourcing options and trade-offs, such as contract types, competition, and

supply chain visibility.

Topic 4

Understand and apply tools and techniques to measure and develop contract performance in procurement
and supply: This section of the exam measures the skills of procurement and supply chain managers and
covers how to apply tools and key performance indicators (KPIs) to monitor and improve contract
performance. It emphasizes the evaluation of metrics like cost, quality, delivery, safety, and ESG elements
i supplier relationships. Candidates will explore data sources and analysis methods to improve
performance, including innovations, time-to-market measures, and ROL
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Do you still have doubts about the quality of the CIPS L5M4 product? No worries. Visit Passl.eaderVCE and download a fiee
demo of CIPS Certification Exams for your pre-purchase mental satisfaction. Moreover, the CIPS L5M4 product of
PassLeaderVCE is available at an affordable price.

CIPS Advanced Contract & Financial Management Sample Questions (Q24-
Q29):

NEW QUESTION # 24
What is meant by the term benchmarking? (10 points) Describe two forms of benchmarking (15 points)

Answer:

Explanation:

See the answer in Explanation below:

Explanation:

* Part 1: Meaning of Benchmarking (10 points)

* Step 1: Define the TermBenchmarking is the process of comparing an organization's processes, performance, or practices against
a standard or best-in-class example to identify improvementopportunities.

* Step 2: PurposeAins to enhance efficiency, quality, or competitiveness by learning from others.

* Step 3: Applicationlnvolves measuring metrics (e.g., cost per unit, delivery time) against peers or industry leaders.

* Qutcome:Drives continuous improvemment through comparison.

* Part 2: Two Forms of Benchmarking (15 points)

* Internal Benchmarking

* Step 1: Define the FormCompares performance between different units, teans, or processes within the same organization.

* Step 2: Exanple ABC Ltd compares delivery times between its UK and US warehouses to share best practices.

* Step 3: BenefitsEasy access to data, fosters internal collaboration, and leverages existing resources.

* Outcome:Improves consistency and efficiency internally.

* Competitive Benchmarking

* Step 1: Define the FormCompares performance directly with a competitor in the same industry.

* Step 2: ExampleABC 1td assesses its production costs against a rival manufacturer to identify cost-saving opportunities.

* Step 3: BenefitsHighlights competitive gaps and drives market positioning improvements.

* Outcome:Enhances external competitiveness.

Exact Extract Explanation:

* Definition:The CIPS L5SM4 Study Guide states, "Benchmarking involves comparing organizational performance against a reference
point to identify areas for enhancement" (CIPS L.5M4 Study Guide, Chapter 2, Section 2.6).

* Forms:It notes, "Internal benchmarking uses internal data for improvement, while competitive benchmarking focuses on rivals to
gain a market edge" (CIPS LSM4 Study Guide, Chapter 2, Section

2.6). Both are vital for supply chain and financial optimization. References: CIPS L5M4 Study Guide, Chapter 2: Supply Chain
Performance Management.

NEW QUESTION # 25
A local council is looking at ways it can find a large construction project they are planning-the building of a new hospital. Discuss
ways in which the council could fund the project, and the advantages and disadvantages of this (25 points)

Answer:

Explanation:

See the answer in Explanation below:

Explanation:

A local council, operating in the public sector, has several options to fund a large construction project like a new hospital. Below are
three funding methods, with their advantages and disadvantages explained step-by- step:

* Government Grants or Funding

* Step 1: Identify Source Apply for grants from central government or public health budgets allocated for infrastructure.

* Step 2: ProcessSubmiit detailed proposals outlining costs, benefits, and public value to secureapproval.
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* Advantages:

* No repayment required, preserving council funds.

* Aligns with public sector goals of service delivery.

* Disadvantages:

* Competitive process with uncertain approval.

* Strict conditions may limit flexibility in project execution.

* Public-Private Partnership (PPP)

* Step 1: Establish PartnershipCollaborate with a private firm to finance and build the hospital, with the council leasing it back over
time.

* Step 2: ProcessNegotiate terms (e.g., Private Finance Initiative-PFT) where the private partner recovers costs via payments or
service contracts.

* Advantages:

* Reduces upfront council expenditure, spreading costs over years.

* Leverages private sector expertise and efficiency.

* Disadvantages:

* Long-term financial commitments increase future budgets.

* Potential loss of control over project specifications.

* Borrowing (e.g., Municipal Bonds or Loans)

* Step 1: Secure FundsIssue bonds to investors or obtain loans from financial institutions, repayable over decades.

* Step 2: ProcessGain approval from government regulators and allocate tax revenues for repayment.

* Advantages:

* Immediate access to large capital for construction.

* Retains council ownership of the hospital.

* Disadvantages:

* Interest payments increase overall project cost.

* Debt burden may strain future budgets.

Exact Extract Explanation:

The CIPS L5M4 Study Guide highlights finding options for public sector projects:

* Government Grants:"Grants provide non-repayable finds but often come with stringent compliance requirements” (CIPS L5SM4
Study Guide, Chapter 4, Section 4.4).

* PPP:"Public-private partnerships enable infrastructure development without immediate fiscal pressure, though long-term costs can
escalate" (CIPS L5M4 Study Guide, Chapter 4, Section 4.5).

* Borrowing;"Borrowing via bonds or loans is common for public bodies, offering flexibility but adding debt obligations" (CIPS
L5M4 Study Guide, Chapter 4, Section 4.2). These align with the public sector' s focus on value for money and service provision.
References: CIPS L5M4 Study Guide, Chapter 4:

Sources of Finance. ———————

NEW QUESTION # 26
What is the difference between competitive and non-competitive sourcing? (12 marks) In which circunstances may a non-
competitive sourcing approach be more appropriate? (13 marks) See the answer in Explanation below:

Answer:

Explanation:

Part 1: What is the difference between competitive and non-competitive sourcing? (12 marks) Competitive and non-competitive
sourcing are two distinct approaches to selecting suppliers for procurement, each with different processes and implications. In the
context of the CIPS L5M4 Advanced Contract and Financial Management study guide, these methods impact cost, supplier
relationships, and contract outcomes.

Below is a step-by-step comparison:

* Definition and Process:

* Competitive Sourcing: Involves inviting multiple suppliers to bid for a contract through a formal process (e.g,, tendering, RFQs).
Suppliers compete on price, quality, and other criteria.

* Example: Issuing a tender for raw materials and selecting the supplier with the best offer.

* Non-Competitive Sourcing: Involves selecting a supplier without a competitive bidding process, often through direct negotiation or
sole sourcing.

* Example: Directly negotiating with a single supplier for a specialized component.

* Key Differences:

* Competition: Competitive sourcing drives competition among suppliers, while non-competitive sourcing avoids it, focusing on a
single supplier.

* Transparency: Competitive sourcing is more transparent, with clear criteria for selection, whereas non-competitive sourcing may



lack visibility and increase the risk of bias.

* Cost Focus: Competitive sourcing often secures lower prices through bidding, while non- competitive sourcing prioritizes
relationship or necessity over cost.

* Time and Effort: Competitive sourcing requires more time and resources (e.g., tender management), while non-competitive
sourcing is quicker but may miss cost-saving opportunities.

Part 2: In which circumstances may a non-competitive sourcing approach be more appropriate? (13 marks) Non-competitive
sourcing can be more suitable in specific situations where competition is impractical or less beneficial. Below are key circunstances:
* Unique or Specialized Requirements:

* When a product or service is highly specialized and only one supplier can provide it, non- competitive sourcing is necessary.

* Example: Sourcing a patented technology available from only one supplier.

* Urgency and Time Constraints:

* In emergencies or when time i critical, competitive sourcing's lengthy process may cause delays, making non-competitive sourcing
faster.

* Example: Sourcing materials urgently after a supply chain disruption (e.g., a natural disaster).

* Existing Strategic Relationships:

* When a strong, trusted relationship with a supplier exists, non-competitive sourcing leverages this partnership for better
collaboration and reliability.

* Example: Continuing with a supplier who has consistently delivered high-quality materials.

* Low Value or Low Risk Purchases:

* For small, low-risk purchases, the cost of a competitive process may outweigh the benefits, making non-competitive sourcing
more efficient.

* Example: Sourcing office supplies worth £500, where tendering costs exceed potential savings.

Exact Extract Explanation:

Part 1: Difference Between Competitive and Non-Competitive Sourcing

The CIPS L5M4 Advanced Contract and Financial Management study guide addresses sourcing approaches in the context of
strategic procurement, emphasizing their impact on cost and supplier relationships. It describes competitive sourcing as "a process
where muiltiple suppliers are invited to bid," promoting transparency and cost efficiency, while non-competitive sourcing is "direct
engagement with a single supplier," often used for speed or necessity.

* Detailed Comparison:

* The guide highlights that conmpetitive sourcing aligns with "value for money" by leveraging market competition to secure better
prices and terns. For exanple, a tender process might reduce costs by 10% through supplier bids.

* Non-competitive sourcing, however, is noted as "less transparent” but "faster," suitable when competition isn't feasible. It may lead
to higher costs due to lack of price comparison but can foster stronger supplier relationships.

* L5MA4 stresses that competitive sourcing requires "formal processes" (e.g., RFQs, tenders), increasing administrative effort, while
non-competitive sourcing simplifies procurement but risks bias or favoritism

Part 2: Circunstances for Non-Competitive Sourcing

The study guide identifies scenarios where non-competitive sourcing is preferable, particularly when "speed, uniqueness, or strategic
relationships" outweigh the benefits of competition.

* Unique Requirements: The guide notes that "sole sourcing is common for specialized goods," as competition is not viable when
only one supplier exists.

* Urgency: LSM4's risk management section highlights that "time-sensitive situations" (e.g., emergencies) justify non-competitive
sourcing to avoid delays.

* Strategic Relationships: The guide emphasizes that "long-term partnerships" can justify non- competitive sourcing, as trust and
collaboration may deliver greater value than cost savings.

* Low Value Purchases: Chapter 2 suggests that for "low-value transactions," competitive sourcing may not be cost-effective,
supporting non-competitive approaches.

* Practical Application: For XYZ Ltd (Question 7), non-competitive sourcing might be appropriate if they need a unique alloy only
one supplier provides or if a sudden production spike requires immediate materials.

NEW QUESTION # 27
A manufacturing organization is looking into the option of benchmarking. Describe how a benchmarking exercise can be conducted
and common reasons for benchmarking failure that the organization should be aware of (25 points)

Answer:

Explanation:

See the answer in Explanation below:

Explanation:

* Part 1: How a Benchmarking Exercise Can Be ConductedA benchmarking exercise follows a structured process to ensure



meaningful outcomes:

* Step 1: Define ObjectivesIdentify goals (e.g., reduce production costs, improve lead times) and select metrics (e.g., cost per unit).
* Step 2: Choose Benchmarking TypeDecide on internal (e.g,, between plants), competitive (e.g., rival firm), or best-in-class (e.g.,
industry leader).

* Step 3: Collect DataGather internal performance data and external benchmarks via research, surveys, or industry reports.

* Step 4: Analyze GapsCompare data to identify disparities (e.g., higher costs than peers) and root causes.

* Step 5: Implement ImprovementsDevelop and execute an action plan based on findings (e.g., adopt new technology).

* Step 6: Monitor ResultsTrack progress and adjust strategies to sustain gains.

* Outcome:Systematically improves manufacturing performance.

* Part 2: Common Reasons for Benchmarking Failure

* Step 1: Lack of Clear ObjectivesVague goals (e.g., "improve efficiency") lead to unfocused efforts and poor results.

* Step 2: Poor Data Qualitylnaccurate or incomplete data (e.g., outdated competitor stats) skews comparisons.

* Step 3: Resistance to ChangeStaff or management reluctance to adopt new practices stalls implementation.

* Qutcome:Undermines the exercise's effectiveness.

Exact Extract Explanation:

The CIPS L5M4 Study Guide outlines benchmarking processes and pitfalls:

* Process:"Benchmarking involves setting objectives, selecting comparators, collecting and analyzing data, implementing changes,
and monitoring outcomes” (CIPS L5M4 Study Guide, Chapter 2, Section

2.6).

* Failures:"Common failures include unclear objectives, unreliable data, and organizational resistance" (CIPS L5M4 Study Guide,
Chapter 2, Section 2.6).This is critical for manufacturing firms optimizing supply chains. References: CIPS L5SM4 Study Guide,
Chapter 2: Supply Chain Performance Management.

NEW QUESTION # 28
ABC Ltd is a manufacturing organization which operates internationally and buys materials from different countries. Discuss three
instruments in foreign exchange that ABC could use (25 points)

Answer:

Explanation:

See the answer in Explanation below:

Explanation:

ABC 1td, operating internationally, faces foreign exchange (FX) risks due to currency fluctuations. Below are three FX instruments it
can use, detailed step-by-step:

* Forward Contracts

* Step 1: Understand the ToolA binding agreement to buy or sell a currency at a fixed rate on a future date.

* Step 2: ApplicationABC agrees with a bank to lock in an exchange rate for a material purchase in 6 months.

* Step 3: OutcomeProtects against adverse currency movements, ensuring cost predictability.

* Use for ABC:Ideal for planning payments in volatile markets like the Euro or Yen.

* Currency Options

* Step 1: Understand the ToolA contract giving the right (not obligation) to buy/sell currency at a set rate before a deadline.

* Step 2: ApplicationABC buys an option to purchase USD at a fixed rate, exercising it if rates worsen.

* Step 3: OutcomeOffers flexibility to benefit from favorable rates while capping losses.

* Use for ABC:Useful for uncertain material costs in fluctuating currencies.

* Currency Swaps

* Step 1: Understand the ToolAn agreement to exchange principal and interest payments in one currency for another.

* Step 2: ApplicationABC swaps GBP loan payments for USD to match revenue from US sales, funding material purchases.

* Step 3: OutcomeAligns cash flows with currency needs, reducing FX exposure.

* Use for ABC:Effective for long-term international contracts or financing,

Exact Extract Explanation:

The CIPS L5M4 Study Guide discusses FX instruments for managing international transactions:

* Forward Contracts:"Forwards fix exchange rates, providing certainty for future payments" (CIPS L5M4 Study Guide, Chapter 5,
Section 5.2).

* Currency Options:"Options offer protection with the flexibility to capitalize on favorable rate changes" (CIPS L5SM4 Study Guide,
Chapter 5, Section 5.3).

* Currency Swaps:"Swaps manage long-term FX risks by aligning cash flows across currencies” (CIPS L5SM4 Study Guide,
Chapter 5, Section 5.4). These tools are vital for ABC's global procurement stability. References: CIPS L5SM4 Study Guide,
Chapter 5: Managing Foreign Exchange Risks.
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