
SOP Template: Vendor Selection and Contract
Management Steps
This SOP details vendor selection and contract management steps, including criteria for evaluating potential vendors,
procedures for requesting and reviewing proposals, negotiation strategies, contract drafting and approval processes,
ongoing vendor performance monitoring, compliance checks, risk management, and documentation requirements. The aim
is to establish transparent, efficient, and effective methods for selecting reliable vendors and managing contracts to ensure
quality, cost-effectiveness, and adherence to organizational policies.

1. Purpose
To outline standardized steps for effective vendor selection and contract management within the organization.

2. Scope
This SOP applies to all staff involved in vendor selection, procurement, contract negotiation, and vendor management.

3. Vendor Selection Steps
1. Define Procurement Needs

Document goods/services required, scope, specifications, and desired outcomes.
2. Identify Potential Vendors

Research and prepare a list of potential vendors from approved sources or market research.
3. Set Evaluation Criteria

Standard criteria include: quality, experience, pricing, delivery time, compliance, financial stability, and
references.

Criteria Description Weight

Quality Meets technical specifications and standards 30%

Price Cost competitiveness 25%

Experience Relevant past performance in industry 15%

Delivery Lead time, reliability 10%

Compliance Meets regulatory and policy requirements 10%

References Positive client feedback 10%

4. Request for Proposal/Quotation (RFP/RFQ)
Prepare and send RFP/RFQ documents to shortlisted vendors, outlining requirements, timelines, and
response format.

5. Review Proposals
Evaluate proposals using the established criteria. Use an evaluation matrix for scoring.

6. Short-list & Conduct Due Diligence
Short-list top vendors for interviews, site visits, or reference checks as necessary.

4. Negotiation & Contracting
1. Negotiation Strategies

Discuss terms, deliverables, pricing, service levels, warranties, and penalties for non-compliance.
Document all negotiation points and outcomes.

2. Contract Drafting
Draft contract based on agreed terms. Include detailed scope, deliverables, timelines, SLAs,
confidentiality, termination clauses, and dispute resolution.

3. Legal & Management Review
Submit contract for legal and senior management review/approval prior to signing.

4. Signature & Documentation
Obtain authorized signatures from both parties. Store contract in secure document management system.



5. Vendor Onboarding & Performance Monitoring
1. Onboarding

Provide vendor with necessary information, access, and point of contact.
2. Performance Monitoring

Regularly review vendor performance against KPIs and contract terms.
Document issues, feedback, and resolutions.

3. Compliance Checks
Conduct periodic compliance audits as per organizational and regulatory requirements.

6. Risk Management
Identify potential risks (financial, operational, reputational).
Implement mitigation strategies (insurance, backup vendors, contractual protections).
Monitor risk factors through periodic reviews.

7. Documentation and Record Keeping
Maintain all relevant documents (RFPs, proposals, evaluation matrices, contracts, performance reviews, compliance
records) in a secure and centralized repository.
Ensure document retention per legal and regulatory standards.

8. Review and Continuous Improvement
Periodically review this SOP for effectiveness and update as necessary.
Incorporate feedback from stakeholders and lessons learned.

This template should be adapted to fit specific organizational requirements and regulatory environments.
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