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QUESTION 1

I. WHAT ARE THE GENERAL CAUSES OF PROJECT COST AND TIME OVERRUNS?

ANSWER

To know how to address cost overruns in construction projects, its important to understand the root of the problem. Whilst poor execution of project can lead to increased costs, one can also link obvious reasons to the processes of project management and the underlying nature of complex projects. Force majeure such as extreme weather or forces beyond human control can also impact on cost and time. In parallel with better planning, technology can also help to reduce the common problems or elements that contribute to cost overruns, ensuring you can maximize efficiency and profits. To help keep project overruns at a minimum, below, are some of the most common causes of cost and time overruns in construction projects to mitigates their effect and provide some useful strategies and implementations one could take to keep project under control and within budget.

Inaccurate Project Estimates
Actually, cost estimates are prepared and used by different stakeholders for different purposes including feasibility studies, tendering phase, avoidance misuse of funds during the project, budget monitor and control during construction, etc. 
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The primary function of cost estimation is to produce an accurate and a credible cost prediction of a construction project. However, the predict cost depends on the requirements of a client and upon the information and data available (Elhag, S., et.al., 2005). The other functions of cost estimate are that it allows the design team to be aware of the cost implications for the design decisions they will make while still in the design phase/stage. Reliable cost estimates are of great importance in tendering phase which also allow contractor/management to make an informed decision as to what items will be profitable and whether to bid or not bid for the tender. (Jitendra, V., et.al., 2011).

A common reason for cost overruns is the inaccuracy of cost estimates. When the bids for subcontracts or the actual costs come in, they are often higher than anticipated. Such cost overruns are due either to incorrect estimates or to changed conditions in the marketplace. It is important to review cost estimates before placing orders to identify mistakes or changed conditions. An overall review may find that increases in some areas are compensated by decreases in others or through adjustment in requirements to reduce costs or seek out lower cost suppliers. Advising the business owners or managers of possible higher costs at this stage gives the option of making changes to remains within budget.

Project Design Errors
A design deficiency is a poorly designed, inaccurate, or incomplete design drawings or plan which form the basis of the project that are not realistic. It is not out of place to find out that a combination of specified features might be difficult to achieve or that drawings show an incorrect arrangement. Sometimes, the designs or drawings that form the basis of the project are not realistic. There may be a combination of specified features that can be difficult to achieve or that drawings are with incorrect arrangement. In such instance, the project specified will either cost extra or cause problems that must be resolved later at additional cost. 

Planning for Change Orders or Scope of Works
Often in conjunction with design errors, change orders are another very common reason for cost overruns in construction projects. A change order occurs when an owner or contractor realizes that a design might not work and as a result, try to introduce new specs, fixes, or requirements after initial models and budgets have been completed. Additional requirements will generally result in higher costs, which will obviously negate the original project budget. The additional time, labour, and materials required to complete a new initiative may also have to be classified as a cost overrun if the improvements affect other aspects of the project.
Above all, changes can usually be best addressed at the contract stage with variation clause procedures specify should any change occur during construction.

Management/Administration Errors
Even with solid designs and no project changes, project could still experience overruns if project team are not up to the speed of progress. For example, when small errors occur in communications between the project team which may not even become known to other members of the team until it is too late, the result can be catastrophic. 
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Unlike traditional administration, technology can help to view the project from multiple angles, keeping up with many possible scenarios at once. Concepts can be changed digitally and compare side by side to previous iterations of the project. When it comes to human errors in invoicing, accounting, and delivery monitoring that could contribute to cost overruns, technology can also help to reduce risk. Management errors are rather easy to avoid with a software system that guarantees the accuracy of all project documents and gives alerts for deliveries. With the full digital support, management will have full visibility and flexibility into a project to keep operations and logistics running smoothly. 

Poor Site Management
Design integrity, equipment condition, and quality control are just s few of the many aspects of a project that need to be kept on track during construction. Unfortunately, this does not always go as planned leading to severe cost overruns and delays in construction projects. Personalities clash just as often as a project’s site changes unexpectedly. An inherent trust gap between owners and contractors may already exist because of the natural conflict of interest between the two parties and it can have devastating impacts on a project’s momentum. That being said, even if both sides maintain a professional relationship, some projects are just too large to keep up with every site change and news may travel too slowly across departments.
Improving on site communication with construction software can reduce some of the issues with site management. 
Improvement on site communication with construction software can reduce some of the issues with site management. The right software also provides more opportunity for collaboration. Online access to designs and scenarios allows for greater communications from remote locations. Decisions can be made while project leaders are on site, looking at an issue directly. Faster communication also leads to better decisions, as real time insight can address a situation before it snowballs into a bigger issue and implicates the budget

Systematically reducing cost overruns should be a priority in the planning, if it is not already. Taking the time to evaluate the reasons for your own overruns and incorporating the right solutions will bolster your ability to execute complex projects with greater control.  



II. WHAT ARE THE MAIN RESOURCES OF PROJECT FINANCE?

ANSWER

Project finance may come from variety of sources and project sponsors need an indication of the profitability of the project and the potential returns they will be earning on their investment; the lenders will be particularly keen to maximize certainty about the cash flows of the project. Information needed to assist in obtaining such certainty includes:

· Confirmation of the market for the project or service being produced by the project through satisfactory feasibility study and financial plan.
· Availability of supporting infrastructure, logistics and communication links.
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· Comfort with regard to the experience of project participants, e.g. management, contractors and operators.
· Availability and cost of input materials, resources, comprehensive financial model with sensitivity and scenario testing.
· Adequate institutional arrangements are in place to implement the project.
· Identification of all projects risks and mitigatory measures and risk transfer to be put in place.
· Satisfactory legal due diligence and contractual arrangements, predictable legal and regulatory environment.
· Controlled impacts of the project on the social and natural environment.

The funding of a project includes equity, mezzanine, debt and government grants. Financing from these alternative sources have important implications on project’s overall cost, cash flow, ultimate liability and claims to project incomes and assets. As stated above, there must be synergy between the objective of the funding source and the attributes of the financial instrument, e.g. an institution requiring high returns in exchange for risk will invest in equity and an institution requiring certainty of repayment at low risk will invest in debt as detailed below:

Equity Financing/Funding:
The equity investors such as sponsors, passive investors, equity funds, institutional investors, development finance institutions look to the returns of the project and are prepared to accept the risks if the upside potential is attractive but exit strategies are important considerations for above mentioned investors.

Mezzanine Financing/Funding:
This instrument is placed between equity and pure debt in that it has characteristics of both, e.g. quasi equity such as a preference share with a fixed annual dividend but with conditional ownership rights only, or subordinated debt, which is in exchange for taking more risk, earns higher interest and often participates in the upside of the project, alternatively with the option to convert some of the debt into equity at a future date.

Debt (Loan) Financing/Funding:
This type of funding from Banks, Multilateral agencies, Development Finance Institutions, Capital Markets for bonds etc. forms the bulk of a project’s financing. This is situation where the holders are interested in the cash flow of the project to ensure that debt servicing takes the form of payment in principal and interest.

Bonds Financing:
Bonds are normally interest only loans in the sense that they pay interest during the term of the loan and principal at the end of the loan period called maturity. The capital and/or interest payments on these bonds are linked to an inflation index.

On the above, one expects high risk projects to attract more equity and less debt and low risk projects to be highly geared. A well structured project financing may be financed by close to 100% loan, although this is rare. 
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Even if the financial model would indicate that the project can afford to repay 100% debt, lenders usually require some cash equity by the sponsors to prove commitment. In reality, there is no hard and fast rule to determine Debt and Equity (D:E) ratio. One quantitative method of determining the Debt and Equity (D:E) ratio is to determine the changes in Internal Rate of Return (IRR) of a project as a result of a sensitivity analysis of project activities. For example, a small change in Internal Rate of Return (IRR) for a change in the risk associated with a project activity would indicate that activity could be financed by debt. Conversely, should the Internal Rate of Return (IRR) have a large variation with a change of the risk of a particular project activity, that activity should be financed by equity.



III. WHICH PROCESSES ARE USED IN THE CONTROLLING PHASE?

ANSWER
The Controlling phase consists of those processes to track, review, and orchestrate the progress and performance of a project; identify any areas in which changes to the plan are required; and initiate the corresponding changes. The control processes involve the collection and analysis of data, the identification of trends and variances, forecasting and the reporting of progress. It is also essential that the information gathered is acted on, without effective responses to actual and potential problems, the project is merely monitored, not controlled. Control is certainly not just about control tools or software, although these are generally necessary to carry out some of the control processes. Neither should control be facilitated only by specialist project control personnel. It must be owned and driven by the project manager with involvement of the project team, the project owner, other stakeholders in the establishment and possibly external stakeholders too.

There are several processes in the controlling phase. These processes belong to knowledge areas ranging from project scope, risk to quality management and are details as follows:

1	Monitor & Control Work and Perform Integrated Change Control
These processes belong to the Project Integration Management knowledge with the following outputs:

· Monitor & Control Project Work: This process involves tracking, reviewing, and reporting project progress. Some of the outputs are change requests, work performance reports, updates to the project management plan, and updates to the project documents.

· Perform Integrated Change Control: This process involves reviewing change requests, some outputs are approved change requests, the change log, updated project management plan, and updated project documents.

2	Validate and Control Scope
These processes belong to the project scope management knowledge with the followings outputs:
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· Validate Scope:	This process involves the formal acceptance of the completed project deliverables, some outputs are accepted deliverables, change request, work performance information, and updates to the project documents.

· Control Scope:	This process involves monitoring scope, some outputs are change request, work performance information. The project management plan and project documents may also need to be updated.

3	Control Costs
The control costs process belongs to the Project Cost Management knowledge area. The key outputs of this process are work performance information, cost forecasts, and change requests. The project management plan and project documents may also need to be updated. In this process, the Earned Value Management technique is used.

4	Control Quality
This process is part of the Project Quality Management knowledge area. Since the key focus area of this process is to ensure the deliverables are as per the quality requirements defined, the control quality process typically takes place before the validate scope process. The key outputs are as follows:

· Quality control measurements
· Validated changes and verified deliverables
· Work performance information and change requests

5	Control Communication
This process is part of the project communications management knowledge area. It involves making sure the communication needs of the stakeholders are met throughout the project. Therefore, outputs such as work performance information and change requests are part of this process. And, as expected, meetings are critical to this process.

6	Control Risks
This process is part of the project risk management knowledge area. It involves tracking identified risks, which are documented in the risk register, and identifying new risks. The process can trigger change requests, which can include corrective and preventative actions.

7	Control Procurement
This process is part of the project procurement management knowledge area. It involves managing contracts and monitoring performance of subcontracted work. Key recognized outputs of this process are work performance information and change request. Inspection and audits are typically performed in this process.
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8	Control Stakeholder Engagement
This process is part of the project stakeholder management knowledge area. It involves managing stakeholders and the strategy used to engage them. Key outputs of this process are work performance information and change requests. Meetings and expert judgment are key techniques used in this process.
As listed above, using these processes, projects that are not going according to plan are brought back on track. The processes in this process phase trigger processes in other process phases.



IV. WHAT TASKS ARE UNDERTAKEN IN THE “PROJECT CLOSE-UP PHASE”?

ANSWER
Project Close-Up Phase is the process of finalizing all activities for the project or contract. The key benefits of this process are the project information is archived, the all planned work are completed, and organizational team resources are released to pursue new endeavours. The tasks undertaken in the project close up phase are enumerated below:

· There is a need for a contractor who is familiar with the newly finished structure to provide maintenance records for the project at the hand over.

· There is the need to maintain correct record of operating instructions, as well as, the construction drawings (as built drawings) of the structure to the owner.

· Just before completion of the project and before taking over by the client, staff are trained to operate and maintain the building or structure.

· Unwanted and unused materials must be removed from the site and structure kept tidy before handover.

· Before issuing completion certificate and making final payment to the contractor, the client makes sure that his interest is protected. The project team is responsible for handing over the project to the client upon completion of the project. 

· The project completion report has to be completed and handed over. (This report details the scope of work and the schedules used to complete the works, important events that transpired, the contract executed, the contact details of material and equipment suppliers, the maintenance manual, costs of the projects, problems during construction, any lessons learned and minor defects detected at the time of handing over.
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V. WHAT IS A FEASIBILITY STUDY? WHICH AREA DOES IT COVER?

ANSWER
A feasibility study is to undertake the test of viability of an idea, a project or even a new business, which means an analysis of a project to determine if it is practical or not. The main objective is to emphasize potential problems that could occur if a project is to be pursue and determine if, after all significant factors are considered, the project should be pursued. It also allows a business to address where and how it will operate, potential obstacles, competition and the funding needed to get the business up and running.

A well designed study should offer a historical background of the project, such as a description of the product or service, accounting statements, details of operations and management, marketing research and policies, financial data, legal requirements, and tax obligations. In reality, such studies precede technical development and project implementation. 

There are five areas in which a good feasibility study should covers as described below:
1. Economic Feasibility:
This assessment usually involves a cost/benefit analysis of the project, it helps to determine the viability, cost, and benefits associated with a project before financial resources are allocated. It also serves as an independent project assessment and enhances project credibility thus helping decision makers determine the positive economic benefits to the organization that the proposed project will provide. This include market which describes the industry, the current and future market                 potential, competition, sales estimations and prospective buyers. The economic feasibility should also include financial in the projection of the amount of funding or startup capital needed, what sources of capital can and will be used, and what kind of return can be expected on the investment.

2. Technical Feasibility:
This assessment focuses on the technical resources available to the project owner. It helps to determine whether the technical resources meet capacity and whether the technical team is capable of converting the ideas into working systems. This will also entail details on how a good or service will be delivered, which includes transportation, business location, technology needed, materials and labour.


3. Legal Feasibility:
This area investigates whether any aspect of the proposed project conflicts with legal requirements like zoning laws, date protection acts, or social media laws.


4. Operational Feasibility:
This assessment involves undertaking a study to analyse and determine whether and how well the owner needs can be met by completing the project. It also studies how a project plan satisfies the requirements identified in the requirements analysis phase of the development.
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5. Scheduling Feasibility:
This assessment is the most important for project success; after all, a project will fail if not completed on time. Therefore, an estimates on how much time is needed to complete the project is highly desirable, as it helps identify any constraints the proposed project may face, including:
· Internal Project Constraints such as technical, technology, budget, resources, etc.
· Internal Corporate Constraints such as financial, marketing, export, etc.
· External Constraints such as logistics, environment, laws and regulations etc.  



VI. WHAT ITEMS ARE INCLUDED IN THE “PROJECT COMPLETION REPORT”?

ANSWER
A project completion report is the final document that assesses the success of the project and also details all project deliverables and officially ends the project. The primary objective of a project completion report is to provide a complete picture of the successes and failures of a project. 

The project completion report should include all important project information that would help stakeholders, auditors, and future project managers as well as facilities managers to clearly understand what was accomplished during the project and how the work was completed.

A completion report contains some items which must be completed before a project can be said to closed. Many different project management experts agree that the goals of a project completion report should include the following items:


· Scope of work review and evaluate the success of the project
· Contract executed
· Outline tasks and activities completed during the project including contact details of material and equipment suppliers
· The maintenance manual
· Costs of the project
· Identify problems encountered during construction, best practices and lessons learnt for future projects.
· Minor defects detected at the time of handing over.
· Confirm outstanding issues, limitations, and recommendations
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QUESTION 2

1. WHAT IS A PROJECT? DESCRIBE DIFFERENT PROCESSES UNDERTAKEN THROUGHOUT THE DEVELOPMENT OF A CONSTRUCTION PROJECT.

ANSWER
A project, simply put, is a piece of work to produce a specific, one-off product of some kind that is not part of routine work. PMBOK (Project Management Body of Knowledge) 3rd edition, equally defined a project as a “temporary endeavor with a beginning and an end and it must be used to create a unique product, service or result”. 
What this definition of a project means is that projects are those activities that cannot go on indefinitely and must have a defined purpose with a beginning and an end.
Project management in one of the critical processes of any project, this is due to the fact that project management is the core process that connects other project activities and processes together. When it comes to the activities of project management, there are plenty. However, these plenty of project management activities can be categorized into five main processes as detailed below: 
Project Initiation:
Project initiation is the starting point of any project. In this process, all the activities related to detailed requirements gathering and winning the project takes place. During the requirements gathering activity, all the client requirements are gathered and analysed for implementation. In this activity, negotiations may take place to change certain requirements or remove certain requirements altogether. The initiation process ends with requirements sign-off.
Project Initiation:
Project planning is one of the main project management processes. If the project management team gets this step wrong, there could be heavy negative consequences during the next phases of the project.
In this process, the project plan is derived in order to address the project requirements such as, requirements scope, budget and timelines. Once the project plan is derived, then the project schedule is developed.
Depending on the budget and the schedule, the resources are then allocated to the project. This phase is the most important phase when it comes to project cost and effort.
Project Execution:
After all paperwork is done, in this phase, the project management executes the project in order to achieve project objectives. When it comes to execution, each member of the team carries out their own assignments within the given deadline for each activity. The detailed project schedule will be used for tracking the project progress.
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During the project execution, there are many reporting activities to be done. The senior management of the company will require daily or weekly status updates on the project progress. In addition to that, the client may also need to track the progress of the project. It is a must to track the effort and cost of the project in order to determine whether the project is progressing in the right direction or not.
In addition to reporting, there are multiple deliveries to be made during the project execution. Usually, project deliveries are not one time deliveries made at the end of the project. Instead, the deliveries are scattered throughout the project execution period and delivered upon agreed timelines.
Monitoring, Control and Validation:
It is important that during the project life cycle, the project activities should be thoroughly monitored and controlled. The controlling can be mainly done by adhering to the initial protocols such as project plan, quality assurance test plan and communication plan for the project. 
Sometimes, there can be instances that are not covered by such protocols, in such cases, the project manager should use adequate and necessary measurements in order to control such situations.
Validation is a supporting activity that runs from first day to the last day of a project. Each and every activity and delivery should have its own validation criteria in order to verify the successful outcome or the successful completion. When it comes to project deliveries and requirements, a separate team called ‘quality assurance team’ will assist the project team for validation and verification functions.
Closeout and Evaluation:
As the project nears completion, there is a need to close out all contracts, meet the final project goals, and compile all the final reports and documentation. Once all the project requirements are achieved, it is time to hand over the implemented system and closeout the project. If the project deliveries are in par with the acceptance criteria defined by the client, the project will be duly accepted and paid for by the owner.
Once the project closeout takes place, it is time to evaluate the entire project. In this evaluation, the mistakes made by the project team will be identified and will take necessary steps to avoid them in the future projects. During the project evaluation process, the service provider may notice that they haven’t gained the expected margins for the project and may have exceeded the timelines planned at the beginning.
In such cases, the project is not a 100% success to the service provider. Therefore, such instance should be studied carefully and should take necessary actions to avoid in the future. It is important to document everything before closing the project. Evaluating the project results, as well as your project team, is also important.
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The above are the phases but the key project management processes, which run through all of these phase are as follows:
Phase Management:
This is a situation to ensure that conditions for completing each phase are adequately satisfied, in order to start the next one. To do this, there is a need to make sure that conditions are fully understand or deliverables that must be completed and approved by the appropriate stakeholders before the phase can be exited. Deliverables and sign-off requirements are usually identified in the Project Initiation Document, so it must review appropriately during the project.
Planning:
A high level planning for the whole project needs to be carried out at the start of the project, thereafter, a more detailed planning for each phase at the start of each phase. We must ensure that right people, resources, methodologies, and supporting tools are in place for each planning phase, so that the project can be deliver on time, on budget and at the appropriate quality standards.

Control:
Its is important to control scope, cost, and issues, so as to manage time, risks and benefits effectively. As a result, there is a need to create reports that contain the information that would give accurate picture of how things are proceeding. 

Team Management:
A team leader, such as project manager, is responsible for managing the project team. This is necessary because working on a project is often different from most business as usual activities, and project work may require a different approach and set of skills. A good and specific project management training and support is necessary, as there are additional complexities in managing team members who have project responsibilities as well as other roles at the same time.

Communications:
There is a need to be sure with clear understanding on line and channel of communications between team members, the project board, the different stakeholders within the business, and relevant third parties. Inadequate communication is a frequent problem area for projects, and it needs considerable attention to be able to communicate well.

Procurement:
This is a specialist area. Many projects hired third parties to manage purchasing, particularly when it involves IT systems. Managing these third parties is often the role of the project manager.
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Integration:
It often occurs that many projects do not stand on their own within an organization, as they often impact other areas of the business. Therefore, there is a need to make sure it is considered how the project will interface with other projects or functions.
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