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Procurement Mdndgement Process

Project procurement management is
necessary for almost every industries.
The following are major industries use

project procurement management

1 Construction
1 Manufacturing
1 Engineering

d Technology

d Finance

 Healthcare



Procurement Mdnogement Process

d Increased quality

« Allows organizations to negotiate detailed service contracts to best

suit their needs

 Increase the certainty of high-quality goods and services.

 Decreased risk
« Help organizations more clearly understand their vendor options by
outlining costs, processes and service quality.

« Help to decrease the risk of violation of contract terms O
d Controlled cost

« Carefully negotiated procurement terms reduce
costs and control spending.

» Help organizations better understand the costs

» Help to select best products and services from



A project procurement

mMmanager communicates

with vendors to buy, rent
or contract products and
services needed to
achieve project

objectives.



contract Types

The contract is simply an elaborated agreement
between two or more parties.

d Fixed Price
1 Cost Reimbursable

d Time & Material




Fixed Price Contract

Means that you are going to pay one
fixed amount regardless of how much
It costs the contractor to do the work.

A fixed price contract only makes
sense In cases where the scope Is very
well defined

In the fixed price contact the RISK is
HIGH on the SELLER side.

O Firm Fixed Price Contracts (FFP)
O Fixed Price Incentive Fee Contracts (FPIF)

1 Fixed Price with Economic Price
Adjustments Contracts (FP-EPA)




Cost Reimbursable Contract

1 Means that you pay the seller back for the costs
Involved in doing the work, plus you agree to an

amount that you will pay on top

4 In the Cost Reimbursable price contact the RISK
IS HIGH on the BUYER side.

d Because the buyer does not have any control o

the sellers expenses

d Cost Plus Fixed Fee Contracts (CPFF)
d Cost Plus Incentive Fee Contracts (CPIF)

d Cost Plus Award Fee Contracts (CPAF)




T&M Contract

A T&M Is used in labor contracts
d The “time” part means the at the buyer pays a
fixed rate for the labor, and the “materials” part

means that the buyer also pays for the materig

equipment, office space..etc overhead costs

41t means that you will pay a

rate for each of the people ‘
working on our project plus

their materials cost



Procurement Mandgement Process

Procurements

L4
L/
L/
L ]
]
[ |
N
L]

L4
L4
L 4
[ ]
|
[ ]
]
n

Plan Procurement

Control :
Management

Procurements .

n
L
L)
|
.
.
.




Plan Procurement Management

Documenting project

purchasing decision,

specifying the
approach, and identifying

g potential sellers




Plan Procurement Management

Project Management Plan
Requirements Doc.
Risk Register

Activity Resource Req.
Project Schedule

Activity Cost Est.

Stakeholder Register
Enterprise Env. Factors
Organizational Process Asset

Make or buy analysis
Expert Judgment
Market Research
Meetings

GOAL

Procurerent Management
Plan

Procurement Statement
Of Work

Procurement Documents
Make-or-buy Decisions
Source Sélection Criteria
Change Requests

Project Document
Updates

Plan\
Procurement
Management

Conduct
Procurement

Control
Procurements

4 &
Close\
Procurements



Planning Procurement

Project Procurement Managers often consider the following aspects when
planning for procurement:

1 Materials and resources required to complete the project

1 Materials and resources they already have and which need to be outsourced
1 Contract requirements for outside purchases

 Delivery date requirements

1 Key project milestones and their deadlines

1 Legal terms and conditions

4 Industry safety standards of materials and resources

1 Researching providers and vendors

Q Criteria for partnerships



Conduct Procurements

The process of obtaining

seller responses, selecting

a seller, and awarding o

contract.




Conducting Procurement

d Team assess bids from vendors and select

partnerships based on their project needs.

1 Any vendor negotiations often take place during
this phase of procurement and all involved parties
sign the agreed-upon contracts.

4 Project procurement managers may also make

payments for products and services at this time.



5 Steps for Conducting Procurements

.Requirements

2.Vendor selection
3.Negotiation and contracting
4.Service delivery and

performmance monitoring

5.Renewal/contract closure.



Conduct Procurements

Plan
 Procurement Documents
e Source Selection Criteria
» Seller Proposails
« Project Documents
« Make-or-Buy Decisions
« PSOW

Procurement Management

Bidders Conference
Proposal Evaluation
Techniques
Independent Est.
Procurement Negotiations
Expert Judgment
Advertising and

Analytical Skills

GOAL

Selected Sellers
Agreements

Resource Calendars
Change Requests and
Project Management
Plan and

Documents Updates

Plan\
Procurement
Management

Conduct
Procurement

Control
Procurements

4 &
Close\"
Procurements



Control Procurements

The process of managing
procurement relationships,
monitoring contract
performance, and making
changes and corrections

as heeded.




Control Procurements

Work Performmance
Reports

« Work Performance Data
« Agreements

« Procurement Documents
« Project Management
Plan and

* Approved Change
Request

Contract Change Control
System

Payment Systems

Claims Administration
Record Management
Systems

Procurement Performance
Reviews

nspection and audits and
Performance Reporting

GOAL

Work Performance
Information

Change Requests
Project Management
Plan, Project
Documents, and
Organizational Process
Updates

Plan\
Procurement
Management

Conduct
Procurement

Control
Procurements

4 &
Close\
Procurements



Controlling Procurement

d Once contracts become active, procurement

control and management are important parts of
maintaining partnerships with vendors
1 Ensuring the services and products function as
they're intended
Controlling procurement often includes:
= Evaluating regular internal status updates
= Reviewing contractor agreements
= Reviewing progress and performance
updates from vendors
= Conducting inspections and audits
= Assessing work orders

= |ssuing additional payment as necessary



Close Procurements

The process of completing
I I I I I I I I I I I each project procurement.




Close Procurements

Project Management Plan
Procurement
Documentation

Record Management System
Procurement Negotiations

GOAL

» Closed procurements
- Organizational Process
Updates

Plan\
Procurement
Management

Conduct
Procurement

Control
Procurements

4 &
Close\
Procurements



Closing procurement

1 Closing procurement involves all
necessary steps in ending a partnership
or contract.

 This often involves a review of the work or
services completed, renegotiation of any
changes to original contract terms and
confirmation of payments issued and
received.

1 Contract confirms that the vendor has
fulfilled the terms of the original contract
and is no longer responsible for any
additional involvement in the project.




Plan Procurement
Management

The process of
documenting project
purchasing

decisions, specifying the
approach, and identifying

potential sellers.

Conduct
Procurements

The process of obtaining seller
responses, selecting a

seller, and awarding a contract.

control
Procurements

The process of managing
procurement
relationships,

monitoring contract
performance, and making
changes and corrections

as heeded

Close
Procurements

The process of
completing each project

procurement.



FFP Single Source

Firm Fived Price From preferred seller

CPF Sole Source

Only one qualified seller

N Cost Plus Fee

ﬂ—
L

Fait Accompli
A party may claim
Cost Plus Incentive Fee that what is being

asked for has already

L been accomplished
\( T&M and cannot be
S U M MAR Time and Material changed

-

CPFF RFQ
Request for quote

Cost Plus Fixed Fee




Project Management is all about
nurturing, or handling a project.
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