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1. Give short answers for the following questions: 

I. Outline knowledge areas of project procurement management.
The knowledge areas of project procurement management are Procurement Planning, Solicitation Planning, Solicitation, Source Selection, Contract Administration, and Contract Closeout.

II. Procurement management centers of four key elements. What are these?
The four key elements are:

-Whether or not procurement is needed

-How much to procure

-When to procure

-What to procure
III. How is market evaluation important in procurement? And which processes are involved in market evaluation?
Part of procurement management is to determine what sources are available to provide the needed services or products for the project. Determining what products and services are available and from whom and on what terms and conditions they are available requires an evaluation of the marketplace.

While in most free market enterprise societies there are multiple vendors offering comparable products, there may be times when choices of vendors are limited. There are three specific terms to be aware of:

- Sole source: Only one qualified seller exists in the marketplace.

- Single source: The performing organization prefers to contract with a specific seller.

- Oligopoly: There are very few sellers and the actions of one seller will have a direct effect on the other seller’s prices and the overall market condition.
IV. At which stage in a project does a project manager completes make- or buy analysis?

A fundamental aspect of management is the decision on whether to make or buy a product. Sometimes it is more cost-effective to buy, while at other times it makes more sense to create an in-house solution. The make-or-buy-analysis should be undertaken in the initial scope definition. This determines whether the entire project should be completed via procurement or in-house. Additional make-or-buy decisions are needed as the project evolves.
V. What are cost reimbursable contracts?
Cost-Reimbursable Contracts types pay the seller for the product. In the payment to the seller there is a profit margin—the difference between the actual costs of the product and the sales amount. The actual costs of the product fall into two categories:

- Direct costs: These are costs that are incurred by the project in order for the project to exist. Examples include salaries of the project team, equipment needed to complete the project work, and other expenses tied directly to the project’s existence.

- Indirect costs: These are costs that are attributed to the cost of doing business.

Examples include utilities, office space, and other overhead costs.

The buyers are to assume the risk of cost overruns as required by cost-reimbursable contracts. There are three types of cost-reimbursable contracts:

- Cost plus incentive fee

- Cost plus fixed fee

- Cost plus percentage of costs
VI. What type of information is contained in procurement management plan?
The Procurement Management plan details the following:

- How vendors will be selected

- The process of independent estimating

- The relationship between the project team and the procurement office within the performing organization (if one exists).

- The type of contracts to be used

- The coordination between sellers and the project team and among project activities, project reporting, scheduling, business operations, and other project concerns.

- The procurement forms, such as contracts, the project team is required to use

- How multiple vendors will be managed to supply their contracted products.
VII. Describe the inputs of solicitation planning.
There are three inputs to solicitation planning:

- Procurement Management Plan: This subsidiary plan sets out the methodologies and expectations of procurement within the performing organization.

- Statement of Work: The SOW provides detailed information on what the seller will be providing for the performing organization. Recall that this document allows the seller to determine whether it is able to provide the product and meet the requirements of the project team.

- Other planning outputs: Other details within the project plan, such as the schedules, estimates, constraints and assumptions, are referenced as their values may have direct influences on the solicitation process.
2. Discuss contract administration procedures.
 There are three other inputs to contract administration other than the contract. These are as follows:

- Work results: The work results of the sellers must be completed according to the requirements of the contract. The seller must meet the expected schedule of completion and quality standards of the performing organization and stay within the anticipated costs and the specified range of variance. This is part of project plan execution.

- Seller Invoices: The terms for payment are specified within the contract. The terms for payment may stipulate under what conditions the seller will provide an invoice for the work completed. Additionally, the buyer may specify how and when the invoices are paid, for example “Net 30 days from receipt of the invoice”.

On the job: In the event that the seller’s performance is unacceptable and a resolution to the problem cannot be found, the performing organization may elect to cancel the contract. This termination of the contract is also handled as a change request within the Change Control System.

- Change requests: Contract administration can be complicated by change requests.

The performing organization’s Change Control System has to be compatible, somehow, with the seller’s Change Control System. Changes to the project that

affect the contracted work require changes to the contract, a new contract for the

additional or changed work, or addendums to the contract. The seller and the buyer

may disagree about the cost of the changes in some cases. We can call these

differences claims, disputes, or appeals. If they are not remedied, they may

ultimately slow the project progress.
Completing Contract Administration:

Completing contract administration is a process that relies heavily on communication between the project manager, the seller and the contract officer.

The communications plan may have considerations for what the purpose of the

communication should be and how and when the communication between the buyer and seller should take place. There are three primary concerns, in addition to

communication, within contract administration:

-Payment System: Sellers like to be paid when they have completed their obligations. The method of payment to the sellers is controlled by the payment system. This includes interaction between the project manager and the Accounts Payable department. There may be strict guidelines from the performing organization on how payment requests are submitted and approved and how payments are completed. On larger projects, the project management team may have specific procedures for submitting the payment requests.

-Contract Change Control System: The procedures for changing the contract are defined by the contract change control system. The process for changing the

contract includes the forms, tracking, conditions within the project, business, documented communications or marketplace, which justify the need for the change, dispute resolution procedures, and the procedures for getting the changes approved within the performing organization. The system is part of Integrated Change Control.

-Performance Reporting: Performance reporting is the communication between the project manager and management on how the seller is performing under the guidelines in the contract. Performance reporting is part of communications and should be documented within the Communications Management Plan.
3. What is the purpose of contract closeout process? How is it performed?
The purpose of Contract Closeout is to confirm that the obligations of the contract have been met as expected. It is analogous to administrative closure. 

The project manager, key stakeholders, the customer, and, in some cases, the seller may complete product verification together to confirm that the contract has been completed.

Contract closeout can be linked to administrative closure, as it is the process of

confirming that the work has been completed. In instances when the contract was

terminated, contract closeout is reviewed and is considered closed because of the

termination. Updating of the project records is necessary as it reflects the contract closeout and the acceptance of the work or product.
*Performing Contract Closeout

The purpose of Contract Closeout is to confirm that the obligations of the contract have been met as expected. It is analogous to administrative closure. The project manager, key stakeholders, the customer, and, in some cases, the seller may complete product verification together to confirm that the contract has been completed. We can also link contract closeout to administrative closure, as it is the process of confirming that the work has been completed. In instances when the contract was terminated, contract closeout is reviewed and is considered closed because of the termination. Updating of the project records is necessary as it reflects the contract closeout and the acceptance of the work or product.

*Reviewing Contract Documentation

The details of the contract may need to be reviewed to successfully close out a contract. This review ensures that the product verification is complete and in accordance with the agreement and language in the contract. More than just the contract is actually considered in the review. The project manager should review and consider the following:

-Schedules of the procured work

-Contract change requests—approved and declined

-Documentation created and provided by the seller, if any

-Financial documents, invoices, payment records

-Results of contractual inspections

*Auditing the Procurement Process

Through contract administration, the successes and failures within the procurement process of the project are reviewed from the procurement planning stage. The purpose of the audit is to learn from what worked and what did not work during the procurement processes.

Application of this knowledge to other areas within the current project and to other projects within the performing organization is then possible.

*Completing Contract Closeout

A contract file is a complete indexed set of records of the procurement process. It is incorporated into the administrative closure process. These records include information on the performance and acceptance of the procured work as well as financial information. The contract can be closed as soon as it can be assumed that the procured work is acceptable and meets the requirements of the contract. The formal closure of a project comes in a written notice from the contract officer to the seller. The seller is informed that its work is acceptable and that the contract is considered closed by this notice. The size of the project causes the formal closure process to vary accordingly. Contract closeout requirements should be documented within the contract.
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