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Marking Criteria:
We expect the learners to write minimum one well expressed point in three lines against each allocated mark. This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1.i. The areas of Project Procurement Management can be categorised as follows

· Procurement Planning
· Solicitation Planning
· Solicitation
· Source Selection
· Contact Administration
· Contract Closeout

1.ii. The four key elements that Procurement Management focus on are -

· Is the procurement needed?
· How much to procure?
· When to procure?
· What to procure?

1.iii. Market evaluation is important in relation to procurement as it is necessary to investigate if the correct services and resources are freely available in the market. There may be multiple sources in the marketplace but at what cost and under what terms/conditions are the services/goods available.
Processes involved in market evaluation include cost estimates, cash flow projections, WBS components, schedule estimates, quality management requirements, staff acquisitions and developments and risk management plans.

1.iv. The PM must complete a make or buy analysis during the initial scope definition.  This will determine whether it is economical/practical to provide goods/services in house or buy goods/services externally.

1.v. Cost reimbursable contracts are those where the seller is paid for the product.  The price of the product is made up of the manufacturing cost and the profit margin to give the selling price. The 3 types of cost reimbursable contracts are 
· Cost + incentive fee
· Cost + fixed fee
· Cost + percentage of costs

1.vi. Information included in the procurement project plan include - 

· The selection of vendors and method 
· Process of independent estimating
· Relationship between the project team and procurement office
· 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.

1.vii. Solicitation planning is the activity of preparing to solicit sellers to provide products for the project.  Three inputs are included

· Procurement management plan – subsidiary plan sets out the methodologies and expectations of procurement within the performing organisation.
· Statement of Work – detailed information on what the seller will provide for the organization.
· Other planning inputs – schedules, constraints, and assumptions within the project plan. These may influence the solicitation process.

2. Contract administration is the process of ensuring that the seller lives up to the contractual agreements.  Processes will include administration of coordination between contractors and keeping an eye on costs and deliverables.

The contract sets out how the buyer and seller are expected to perform and deliver on the details set out in the contract.  The buyer will want to ensure that the seller provides goods/services at a required quality level to expected deadlines.  The seller will want to ensure that payment is made to any schedule set out within the contract.  There are additional inputs, apart from the contract itself as follows

· Work results – ensuring goods/services are delivered to the expected quality levels and on time to the requirements of the buyer.
· Seller invoices – how and when invoices must be paid set out in the contract i.e.30 days from end of month.
· Cancelling the contract if the seller’s performance is unacceptable as stipulated in the contract.
· Change request – Contract administration can be complicated by change requests. Seller and buyer’s change control systems must have some synergy in case of required changes or addendums to the contract.  Such changes may incur costs which need to be addressed and ultimately if not agreed could slow the project down.





Completing Contract Administration

Communication between parties is key in this regard. How and when should communication take place and what format should it be in?  There are 3 primary concerns listed below

· Payment System – there will be formal systems in place to ensure that sellers are paid when contractual obligations are met.  Larger projects may have more detailed processes to ensure multiple payments are made to schedule.
· Contract Change Control System – Mechanism for controlling any changes that come about during the contract.  There should be a set of processes, documentation and resolution procedures to deal with this within the project framework.    Also included will be any  resolution procedures which should always be formalised in case of dispute between the buyer and seller.
· Performance Reporting – communication between project manager and management on how the seller is performing under the guidelines in the contract.


3. The purpose of contract closeout is to confirm that the obligations of the contract have been met as expected.  Product verification will be required by the project manager, stakeholders and customer to confirm the contract has been completed.

The details of the contract may need to be reviewed to close out a contract successfully.  This process should be in line with what has been agreed in the contract and any language that specifically dictates the product/service specified.

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 and payment records
· Results of contractual inspection

Auditing of the procurement process highlights any success and failures of the procurement process from the planning stages early on.  The audit is important to ensure any lessons are learnt and any successes or shortfalls can be referenced on any new projects of a similar type in the future.

Finally, a contract file can be completed with a set of indexable records of the procurement process.  This is incorporated into the administrative closure process.  Records will include information on the performance and acceptance of the procured work as well as financial information.  When the procured work is deemed to be acceptable the contract can be closed.  This is carried out by means of a formal written notice from the contract officer to the seller.  Contract closure requirements should be detailed within the contract no matter how big, small or complicated the project is.
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