C O N T R AC T M A NAG E M E N T & A D M I N I ST R AT I O N G U I D E

Purchasing & Procurement Center is an organisation whose sole focus is on procurement,
sourcing, contracts consultancy, training and software solutions. Below is a summary of our services.

I. Procurement Consultancy Services










Setting Up New Procurement Department
Results Expected: A world class Procurement
Department with comprehensive processes, policies
and procurement systems.
Procurement & Purchasing Cost Reduction
Results Expected: Typical results you can expect are
anywhere from 5% to 20% savings.
Procurement Gap Analysis & Best Practices
Implementation
Results Expected: At the end of the project your team
will have a plan that outlines the actions to take to
close the gap.
Customized Consultation Based on Special
Requirements
Results Expected: In-depth implementation of your
organization procurement plans.
Supplier Development & Relationship
Management.
Results Expected: Proper processes to select and
qualify suppliers, plus strategies to manage supplier
relations and development.

II. Procurement Software
E-Purchasing
 PPC E-Purchasing handles both direct and indirect
goods and services purchase and automates and
streamlines the purchasing process. PPC EPurchasing includes: RFQ, Quotation, Purchase
Order, Delivery Order, Invoice, Reporting, Catalogue
etc.
E-Bidding (Reverse Auctions)
 E-Bidding is a sophisticated eBidding Solution
designed to deliver significant purchasing savings.
PPC E-Bidding is a web-based solution and is
accessible on the web.
E-Tenders
 E-Tender is a sophisticated web-based solution
designed to cover the entire tendering process from
tender specifications right up to tender approval and
award.

III. Procurement Trainings Outsourcing
You can outsource training your procurement staff, by
sending them to attend our public courses or running a
course only for your team. Below is a list of some of the
course that we do.
Procurement Trainings
 Best Procurement Practices
 Cost Reduction in Purchasing
 Purchasing Performance Measurement
 Purchasing Negotiations
 Capital Equipment Purchasing
 Leading & Managing For Procurement
 Category Management in Procurement
 Preventing & Managing Backdoor Selling
 Purchasing for Non-Purchasing Professional
 Excellence in the Procurement of Services
 MRO Purchasing
Commercial Contracts
 Contract Management & Administration
 Contract Development
 Contract Negotiations
 Contract Terms
 IT Contracts
 Oil & Gas Contracts
 Construction Contracts
 Tender Management
 Contract Specification Writing
Strategic Sourcing
 Seven Step Strategic Sourcing
 Implementing Global Sourcing
 Strategic Sourcing for Best Supplier Selection
Materials & Inventory
 Materials & Demand Planning
 Inventory Management
 Warehouse Management
 Supplier/Vendor Managed Inventories
Supplier Management & Development
 Improving Supplier Performance Thru Audits &
Surveys, Supplier Relationship Management &
Development, Supplier Selection & Qualification &
Certification, Supplier Risk Management
 Supplier Rating & Collaboration

All Procurement Trainings: http://www.purchasing-procurement-center.com/procurement-trainings.html
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OBJECTIVES OF CONTRACT MANAGEMENT
Contract management & administration can be defined in many ways but a simple definition
would mean that contract management & administration is a set of tools or activities to ensure
one thing and one thing only – that the vendor delivers what he promised or what you specified
(and he gets paid accordingly for that).
The 4 objectives of Contract Management are basically to ensure:
1. That the scope is being delivered as agreed to the required level of performance &
quality
2. That all the conditions of the contract are met by both parties
3. That all the objectives of the organization for entering into agreement with an outside
source are satisfied
4. The relationship between the 2 parties are open and constructive, so as to avoid
tensions and identify and resolve problems early.
To simplify however, the objectives of contract management can be summarized as:

A fair & reasonable price for a high quality & on-time Scope of Work

To achieve the objectives of contract management as highlighted above, the scope of work
plays a very important role. You need to ensure that the scope of work is well defined & leaves
no room for misconstruction or misinterpretation. Part of this is achieved thru a well construed
statement of work (SOW).

S TAT E M E N T O F W O R K ( S O W )
Statement Of Work (SOW) is one of the most important aspects of contract administration.
What we need to understand is that most conflicts and problems in contract execution result
from a poor statement of work.

3 Basic Types of SOW
The basic types of SOW fall mainly into 3 categories:
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1. Design/Detail Statement of Work (SOWs)
This type of SOW tells the supplier how to do the work. The statement of work defines buyer
requirements that control the processes of the supplier. For example this may include precise
measurements, tolerances, materials, quality control requirements etc.
What is important in this SOW type is that the buyer bears the risk of performance, since the
buyer requires the contractor to follow buyer’s way of performing the task or making the
equipment.
2. Level of Effort or Time & Materials or Unit Rate SOW
This SOW type can be written for almost any type of service. The real deliverable under this
type of contract is an hour of work and the material required to perform the service, research
repair, development etc.
3. Performance Based Statement of Work (SOW)
This statement of work defines those contracts where a performance based statement of work
structures all aspects of an acquisition around the purpose of the work to be performed or
equipment to be supplied and does not dictate how the work is to be accomplished.
Out of all 3 types this is the most preferred method of stating the needs in a Statement of work.
Once you’ve selected the type of SOW you want to use (hope you selected no. 3), get ready to
write the SOW.

Writing an SOW
Writing a Statement of Work (SOW) effectively is essential as SOWs are the most essential
documents in any tender or contract. They are read and interpreted by both buyers and
suppliers with very diverse backgrounds.
Therefore, when you want to determine how to write a statement of work, you need to write in
such a way that technical and non-technical readers can understand them during the risk
assessment, contract development, solicitation, award, administration, acceptance, and
closeout.
To ensure that when writing a SOW it accurately reflects what the contracting parties have
agreed to, follow these tips:
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1. Prepare SOW in Advance
Start preparing the statement of work sufficiently in advance before it is needed, so that the
team can do a good job on it. The initial effort will be repaid many times over.
2. Use Clear & Direct Language
Be clear and use simple direct language. Avoid wording that can be confusing. (each and any,
minimum and maximum, using the word ‘reasonable’ is asking for trouble – who knows: what is
reasonable you maybe be completely unreasonable to your supplier).
3. Spell Out Obligations
Spell out the buyer’s and seller’s obligations carefully. Do not infer or back into a work
requirement.
4. Be Consistent
Be as consistent as you can in your terminology. Do not worry about being repetitious,
contracts are not the place to use creative words.
5. Include Procedures
When immediate decisions cannot be made it may be possible to include a procedure for
making them. For example as ‘approved by the purchaser’ or ‘the seller shall submit a report
each time a category B delay occurs’.
6. Eliminate Extraneous Statements
If a statement has no practical value, it should not be in the SOW. Remove it.
7. Include All Relevant Reference Documents
Be sure that you have read and that you completely understand the content of anything that is
being referenced.
8. Sufficient Details for Requirements
Describe Requirements in sufficient detail to assure clarity not only for legal reasons but for
practical application such as in closing loopholes.
9. Avoid Extraneous Material
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You need to avoid incorporating extraneous material and requirements which may add
unnecessary cost – Data and test requirements are common examples of problems in this area.

10. Include Standards of Measurements
Include standards that will make performance measurements and acceptance possible and
meaningful.
11. Do Not Over Specify or Over State
Depending upon the nature of the work and the type of contract, the ideal situation may be to
specify results required or end items to be delivered and let the contractor propose the best
method.
12. Phase Requirements
Be clear about phase requirements, if applicable and the timing used to gauge work phases.
13. Proof Read
Proof Read for errors and omissions as well as for consistent format and conflicts with other
documents. Let others who have appropriate skill sets proof read as well.

P O S T AWA R D CO N F E R E N C E
Once the contract is awarded (of course after you selected the right type of contract and
incorporated an excellent SOW which meets contract performance objectives), it is very
important that a Post Award Conference is conducted.
The purposes of the post award conference are:
1. Achieve clear, mutual understanding of all contract requirements.
2. Identify and resolve potential problems.
3. Avert misunderstandings
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Here’s a checklist of 19 items that you want to cover in a post award conference:
 Function & Authority of Owner Personnel
 Function & Authority of Contractor Personnel
 Work Progress Reporting
 Manpower Reports
 Subcontracts
 Consent Process for Placement of Subcontracts
 Prime Responsibility for Subcontractor Administration
 Source Inspection
 Special Procedures for Imported Material
 Special Procedures for Foreign Workers
 Delivery Schedules
 Warranties
 Overtime
 Transportation
 Invoicing & Billing Instructions
 Training
 Inspection & Acceptance
 Disposition of Confidential Material
 Clean-Up

S TA R T I N G T H E C O N T R A C T F I L E
In order for you ensure that everything goes smoothly during the contract and have full
documentation even if things go wrong, paper work trail is very important. You do this with the
Contract File.
The contract file ensures that all important contract information is exchanged by many
individuals. This is done thru various means. To ensure you have a proper contract file, ensure
that you observe the following 4 procedures:
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 Detailed & Accurate Records
Maintain detailed and accurate records of exchanges between customer and
supplier/contractors, since if anything goes wrong and results in a dispute, it will usually
be won by the party that has the best documentation.
 Storage of Important Documents
To avoid losing or misplacing original signed contracts, all organizations should have a
formal policy that these documents are kept in what you can call “Important
Documents” storage area.
 Working Files/Documents
Establish procedures and tools to keep the contract documentation up to date and
ensure that all “working” documents relating to the contract are consistent. The
“working files” should include:
o A copy of the tender and winning proposal
o Working copy of the contract including SOW and all specifications.
o Correspondence, meeting minutes, progress reports, payment data,
performance & quality reports
 Calls, Faxes, Emails & Meetings
Make sure to make detailed notes of all telephone conversations, have signed minutes
of those attending meetings and obtain verification of all faxes & emails.

CONTRACT MEASUREMENT
You Can’t Manage What You Don’t Measure
Needless to say, you cannot manage what you don’t measure. Contracts are no exceptions to this. What
do you measure in contracts? Here’s a list:
 Adherence to Plan Schedule

 Independence & Initiative

 Action on Anticipated Delays

 Problem Resolution

 Plan Maintenance

 Customer Satisfaction

 Work Appearance

 Safety & Environment

 Competence

 Quality of Personnel
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 Performance to Cost Estimate

 Lead Time Improvement

 Reject Rate

 Maintenance Cost

 Quantity Accuracy

 Responsiveness

 On Time Delivery/Days Late Delivery

 Technical Support

CONTRACT MONITORING
To measure effectively you need to monitor effectively. The contract itself should have formal
documents that outline the requirements for production, delivery schedules and even the means of
reporting progress by the contractor. Essentially you want to know the following:
 Did the Contract/Project achieve the milestones/performance due since the last report?
 What milestones are due before the next report?
 Has anything happened that will impact the final delivery date?
 Are there any new significant risks, and if so what is being done to mitigate the risk?

When you closely monitor these you minimize the risk of unexpected things happening, or if they
happen you will at the least have a backup plan in place. Here’s how to actually check the status &
progress of work.

Status Checking
The most accurate and effective way to determine current progress, promised delivery, shipping status
is by sending your own personnel to the supplier’s location. It is best to use those training in project
monitoring. And remember: don’t say you’re going to check, use surprise visits. If it is not possible to
visit, or you can’t visit as often as you would want to, consider the following when obtaining status:
 Use open ended questions that cannot be answered without checking eg
o

At what stage is my contract ?

o

DO NOT ask: Is my contract on schedule?

 Document name, time and status.
 Be fanatic about requiring up to date accurate status from your suppliers.
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T H E 5 W ’ S O F I N S P E C T I O N & A C C E P TA N C E
If you’ve done your work right i.e. you have mentioned clearly your specifications in the SOW,
documented the whole contract process effectively and ensured prospering monitoring and
measurements, you will hopefully be at the stage of accepting the goods/services.
Now, even when you’ve done a great job with your contract it does not necessarily follow that you will
receive is what you asked. That’s why Inspection & Acceptance is one of the most important phases of
contract management. Further the word ‘acceptance’ is very significant in most contract laws.
First, before acceptance occurs, the buyer has few obligations and some very good remedies for any
non-conforming items it receives, including the right not to pay for those items not accepted and even
possibly cancelling the contract.

Second, after the acceptance the buyer has abandoned his right to reject the goods and the buyer’s
rights become more limited and its obligations increase. So ensure that you are very detailed in your
specifications about delivery.

The inspection and acceptance section, which is normally included in the SOW, should include the 5 W’s:
 What is going to be inspected and accepted;
 Where inspection and acceptance are to take place;
 When inspection and acceptance are to take place;
 Who will be responsible for the inspection and acceptance;
 How the inspection and acceptance to occur

CONCLUSION
Contract Management & Administration can be fun when you really know what you’re doing.
Understanding that the main objectives of contract management are a fair & reasonable price
for a high quality & on-time Scope of Work, you would ensure that the statement of work
(SOW) is clearly written & defined to support these objectives.
What we need to remember however, is that the contract administration process is as much as
the buyers responsibility as well as that of the supplier. A clear intent and desire from the
supplier to successfully perform the contract & the buyer to reward the supplier for that
performance will go a long way towards fulfilling the contract.
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The information in this quick guide is provided with the help of Robi Bendorf, CPSM, MCIPS,
C.P.M.
Part of the contents used in this guide, are taken from Robi Bendorf’s comprehensive 2 days
program on “Contract Administration: From Award to Completion”. This 2 days training will
provide the many steps of contract administration from the time the award is made through to
the final acceptance, payment, and the contract close out so that you achieve the total
objectives of entering into the contract.
To get full information about this 2 days program as well as the venues where it is being held
email to seminar@purchasing-procurement-center.com
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