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Q: 1 Give short answers for the following questions.
I) Outline knowledge areas of project procurement management.
Project procurement management includes the processes required to acquire goods and services, to attain project scope from outside the performing organization. Project procurement management has the following knowledge areas: 
a) Procurement planning - determining what to procure and when.
b) Solicitation planning - documenting product requirements and identifying potential sources.
c) Solicitation - obtaining quotations, bids, offers, or proposals as appropriate.
d) Source selection - choosing from among potential sellers.
e) Contract administration - managing the relationship with the seller.
f) Contract close-out - completion and settlement of the contract, including resolution of any open items.

II) Procurement management centers on four key elements. What are these?
[bookmark: 12.1]The four key elements of procurement management are: whether or not to procure, what to procure, how much to procure, and when to procure. How to procure is also considered as an element of procurement management.

III) How is market evaluation important in procurement? And which processes are involved in market evaluation?
Market evaluation is important in procurement in that it is used in defining requirements; preparing budgets; choosing procurement method; planning and scheduling the procurement of goods, services and works; evaluation of bids/proposal, and sometimes to justify contract amendments.
The processes involved in market evaluation are: considering what products and services are available in the marketplace, from whom, and under what terms and conditions.

IV) At which stage in a project does a project manager complete a make- or buy analysis?

A make – or buy analysis is a general management technique that can be used to determine whether a particular product can be produced cost effectively by the performing organization. The analysis should include both indirect as well as direct costs.
For example, purchasing a capital item rather than renting or leasing it may or may not be cost effective.
A make- or buy analysis is done during the initial scope definition of the project life cycle.

V) What are cost reimbursable contracts?

Cost reimbursable contracts (sometimes called cost plus contracts) are a category of contract involving payment (reimbursement) to the seller for actual costs plus typically a fee representing seller profit. Costs are usually classified as direct costs or indirect costs.
· Direct costs are costs incurred for the exclusive benefit of the project (e.g., salaries of full-time project staff).
· Indirect costs, also called overhead costs, are costs allocated to the project by the performing organization as a cost of doing business (e.g., salaries of corporate executives).
A cost reimbursable contract might be used where the nature or scope of the work to be carried out cannot be properly defined at the outset, and the risks associated with the works are high. A contractor can use cost reimbursement contracts to help maintain cash flow by charging liabilities, or costs that will be incurred before the next interim payment.

VI) What type of information is contained in procurement management plan?
A procurement management plan describes how the remaining procurement processes (from solicitation planning through contract closeout) will be managed.
The procurement management plan contains the following information:
a) What types of contracts will be used?
b) If independent estimates will be needed as evaluation criteria, who will prepare them and when?
c) If standardized procurement documents are needed, where can they be found?
d) How will multiple providers be managed?
e) How will procurement be coordinated with other project aspects, such as scheduling and performance reporting?
f) The coordination between sellers and the project team and among project activities, project reporting, scheduling, business operations, and other project concerns.
[bookmark: _GoBack]

VII) Describe the inputs of solicitation planning.
[bookmark: 12.2]Solicitation planning involves preparing the documents needed to support solicitation. The inputs for solicitation planning are:
· Procurement management plan, which is a plan that describes how the remaining procurement processes (from solicitation planning through contract closeout), will be managed.
· Statement of work (SOW), which describes the procurement item(s) in sufficient detail to allow prospective sellers to determine if they are capable of providing the item. 
· Other planning outputs, which are 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.
Q2: Discuss contract administration procedures.
[bookmark: 12.5]Contract administration is the process of ensuring that the seller’s performance meets contractual requirements. A key aspect of contract administration is managing the interfaces among the various providers. Contract administration includes application of the appropriate project management processes to the contractual relationship(s) and integration of the outputs from these processes into the overall management of the project. A contract serves as a guide for effective contract administration. 
Contract administration has the following inputs: 
· Work results, these are the work results of the seller. The results determine which deliverables have been completed and which have not, to what extent are quality standards being met, what costs have been incurred or committed.
· Change requests, these may include modifications to the terms of the contract or to the description of the product or service to be provided. If the seller’s work is unsatisfactory, then a decision to terminate the contract would also be handled as a change request.
· Seller invoices, these are submitted by the seller from time to time to request payment for work performed. Invoicing requirements, including necessary supporting documentation, are usually defined in the contract.
The process of completing contract administration relies heavily on communication between the project manager, the contract officer, and the seller. The communications plan will have procedures for how and when the communication between the buyer and seller should take place and what the purpose of the communication should be.
The following are tools of contract administration:
· Contract change control system, defines the procedures for changing a contract. It encompasses all forms, documented communications, tracking systems, and dispute resolution procedures.
· Inspections and audits identify any defects in the delivered work or product.
· Performance reporting, involves gathering the vendor’s performance data and distributing it to stakeholders. Performance Reporting can help to alert management on whether the vendor is meeting contractual objectives.
· Payment systems are tools and claims administration processes used for Contract Administration. The buyer uses a payment system to compensate the vendor according to contract terms.
Contract administration produces:
· Contract documentation which includes the contract, schedules, and requested unapproved contract changes, approved change requests, any seller-developed technical documentation, and work performance information.
· Recommended corrective actions which are measures to make the seller compliant with the terms of the contract, such as sending a warning letter requesting resolution of the problem or withholding payment until the problem is corrected.


Q3: What is the purpose of contract closeout process? How is it performed?
[bookmark: 12.6]Contract closeout is similar to administrative closure in that it involves both product verification i.e. was all work completed correctly and satisfactorily? and administrative closeout (updating of records to reflect final results and archiving of such information for future use). The purpose of Contract Closeout is to confirm that the obligations of the contract have been met as expected.
Project close out takes the following steps:
a) [bookmark: ep548026]Scope verification - ensuring that all the scope requirements for that task, phase, or project have been accomplished.
b) [bookmark: ep548030]Financial review – determining whether all the invoices are paid and whether the actual expenditures matched the planned budget.
c) [bookmark: ep548038]Client sign-off – When a client accepts the products or services defined in the contract, he/she must sign off on products or services after delivery. This serves as acknowledgement of receipt of the products or services and allows for closeout of the contract.
d) [bookmark: ep548042]Lessons learned – Project team members must capture and share the lessons learned from the project, including analyzing data and discussing project results with participants. The lessons learned are used to improve future purchase projects and the overall purchasing process.
e) [bookmark: ep548050]Personnel reassignment – Once the contract end personnel are reassigned to other projects.
f) [bookmark: ep548054]Close and archive files - project-related plans, reports, and any other pertinent documentation, as well as the contract files must be closed out and archived at the end of the project. The contract file must contain sufficient documentation to permit an outside party to review and understand the process and business decisions that resulted in contract award, contract modification, and contract expiration.
Updating of the project records is necessary as it reflects the contract closeout and the acceptance of the work or product.
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