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CONTRACT AGREEMENT FOR THE DESIGN AND BUILD OF To-STOREY
BUILDING TO HOUSE CANCER CENTER WITH LINAC BUNIGR AND

EMERGENCY ROOM COMPLEX EXPANSTON (PHASE r)

I(NOW ALL MEN BY THESE PRESENTS:

This Contract is made and entered into by and between:

THE REPUBTIC OF THE PHILIPPINES, DEPARTMENT OF
HEALTH, thru the MARIANO MARCOS MEMORIAT HOSPITAL
AND MEDICAT CENTER (MMMH & MC), with office and postal
address at Barangay No.6, San Julian, City of,Batac, Ilocos Norte,
represented by Medical Center Chief II, MARIA TOURDES I(
OTAYZA, MD, MHA, CESO V, FPOGS, hereinafter referred to as the
.,ENTITY";

And

C.E. PADITLA CONSTRUCTION INCORPORATED/BUSILAC
BUIIDERS, INCORPORATED IOINT VENTURE, a joint venture duly
organized and existing under and by virtue of the laws of the
Philippines, with office and postal address atzTo ).P. Rizal Street, Brgy.
z6 Laoag City, represented by ENGR. ROMEO M. CAMARILLO, in his
capacity as Representative of the Joint Venture, hereinafter referred to
as the "CONTRACTOR";

WHEREAS, it is the intention of the ENTITY to secure the services of the
CONTRACTOR for the above-mentioned project which "Scope of Work" consist of the
following:

DESIGN AND BUILD OF To-STOREY BUITDING TO HOUSE CANCER
CENTER WITH LINAC BUNIGR AND EMERGENCY ROOM COMPLEX

EXPANSTON (PHASE r)

WHEREAS, the ENTITY accepted the bid of the CONTRACTOR for SEVENTY
SEVEN MILTION NINE HUNDRED NINETY SEVEN THOUSAND NINETY SIX and
371rco (Php 77,997,096g7), for the construction, implementation, execution and
completion of the aforesaid works (hereinafter called the "PROIECT") and the remedying
or otherwise then resolution of defects or imperfection that may thereafter be found, it
any, and for this purpose the ENTITY is desirous that the CONTMCTOR execute a
Contract for the above PROIECT.

NOW, THEREFORE, in consideration of the foregoing premises, and the covenant
and stipulations hereinafter set forth, the ENTITY and the CONTRACTOR have agreed as
they hereby agree, as follows:

scofiIHrcl,fJ*,.,

The CONTRACTOR, for and in consideration of the Contract Price, as
hereinafter defined, agrees to furnish all labor, material equipment, tools and other
facilities, and to satisfactorily and faithfully perform all the work necessary to complete
the Proiect, ready for use (except the works to be done by third parties), is specified in
the Drawings, Scope of Works, and as described in the Technical Specifications, Terms
and Conditions, Instruction and other related documents pertaining to the proiect.
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:; Biclders, materiais and equipment delivered on the site but not completely put in place

shall not be included for payrnent.

The ENTITY shall have the right to deduct from the CONTRACTOR's Progress

billing such amount as may be necessary to cover third party liabiliries, as well as

uncorrected discovered defects in the Proiect.

ARTICLE 5
RETENTION MONEY

Progress payments are subject to retention of ten percent (roolo) referred to as the

"retention -orr"y". Such retention shall be based on the total amount due to the

CONTRACTOR prior to any deduction and shall be retained,from every progress Payment

until fifty percent (:"%) of the value of works, as determined by the procuring entity, are

completed. If, after fifty percent(5oo/o) completion, the work is satisfactorily done and on

scheiule, no additional retention shall be made; otherwise, the ten percent (ro%)

retention shall be imposed.

The total "retention money" shall be due for release only upon final acceptance of
the works. The CONTRACTOR may however, request for the substitution of the retention

money for each progress billing with irrevocable standby letters of credit from a
commercial bank, bank guarantees or surety bonds callable on demand, of amounts

equivalent to the retention money substituted for and acceptable to the ENTITY, provided

that the PROIECT is on schedule and is satisfactorily undertaken. Otherwise, the ten

percent (ro%) retention shall be made.

Said irrevocable standby letters or credit, bank guarantees and/or surety bonds, to

be posted in favor of the ENTITY shall be valid for such duration as may be determined by

the ENTITY and will answer for the purpose for which the ten percent (ro0lo) retention is

intended, i.e., to cover uncorrected discovered defects and third party liabilities.

ARTICLE 6
CONTRACT COMPLETION

Once the Proiect reaches an accomplishment of ninety-five percent (gSo/o) of the
total contract amount, the ENTITY may create an inspection team to make preliminary
inspection and submit a punch-list to the CONTRACTOR in preparation for the final
turnover of the Project. Said punch-list will contain, among others, the remaining works,
work deficiencies for necessary corrections, and the specific duration/time to fully
complete the Project considering the approved remaining contract time. This however,

shall not preclude the ENTITY's claim for liquidated damages.

" ARTICLE z
LIQUIDATED DAMAGES

Where the CONTMCTOR refuses or fails to satisfactorily complete the work
within the specified contract time, including any time extension duly granted and is

hereby in default under the contract, the CONTRACTOR shall pay the ENTITY liquidated
damages, which is deemed not a penalty, as provided in the conditions of this contract,
equal to at least one tenth (r/ro) of one (r) percent of the cost of the unperformed portion
of the works for every day of delay.

The head of agency may also impose additional liquidated damages on the
contractor provided that such is prescribed in the Instruction to Bidders.

A project or a portion thereof may be deemed usable when it starts to provide the
desired benefits as certified by the targeted end-users and the concerned agency.

a.
a
2

z

H
d

i]

\ Page3ofll

f,
!

-
U

q
U
ft
.,!-tr
o

v)
U
o
Elr
t
\J
v)
U



t
!

I: be entrrled tc, such liquidated damages, the ENTITY does not have to prove

that ii r-as rncurred actual damages. Such amount shall be deducted from any money due

or r,,h:;.: na1 become due the CONTRACTOR under the contract and/or collect suchOf \,,n:a-1 na) DeCOme OUe tlIC L\,ri\ lI\-n\-l\rI\ LtllLrtrr LllE LvrrLroLL orru/ur Lv

liquic::rii clamages from the retention money or other securities posted by the

CO\TR\CTOR, whichever is convenient to the UNTI'IY.

ln case that the clelay in the completion of the r.r,ork exceeds a time duration

equivalent to ten (ro) percent of the specified contract time plus any time extension duly

to the contractor, the ENTITY may rescind the contract, forfeit the contractor's

security and takeover the continuation of the project or award the same to a

qualified contractor through negotiated contract.

In no case, however shall the total sum of liquidated damages exceed ten percent

(ro%o) of the total contract price, in which event, the contract Shall automatically be taken

over by the ENTITY or award the same to a qualified CONTRACTOR through

negotialion, and the erring CONTRACTOR's performance security shall be forfeited. The

aniount of the forfeited performance security shall be set aside from the amount of the

liquidated damages that the CONTRACTOR shall pay the ENTITY under the provisions

of this clause and impose other appropriate sanctions.

For terminated contracts where negotiation shall be undertaken, the procedures

prescribed in the Implementing Rules and Regulations shall be adopted.

ARTICLE 8
PERFORMANCE SECURITY

To guarantee the faithful performance by the CONTRACTOR of its obligations

under the CONTRACT prepared in accordance with the bidding documents, the

CONTARCTOR shall post a Performance Security in favor of the ENTITY uPon the

signing of the CONTRACT in accordance with Section 39 of the zo16 IRR of RA 9184.

The Performance Security shall be subject to the following conditions:

1. It shall be forfeited in favor of the ENTITY in the event it is established

thar the CONTRACTOR is in default in any of its obligations under the
CONTRACT.
It shall be co-terminus with the final completion of the CONTRACT.
The following provision shall form part of the Performance Security. "The

right to insrfruie action on the p"noi bond pursuant to Act No. 3688 of any

individual firm, partnership, corporation and qssociation supplying the

contractor with labor and materials for the prosecution of the worl< is hereby

acknowl e dg ed and c onfirm e d. "

It shall be released by the ENTITY after the issuance of the Certificate of
Completion of the CONTRACT, provided that there are no claims for labor
and materials filed against the CONTRACTOR or the surety company.
The amount of the Performance Security shall be subject to the
corresponding increase or decrease of the original value as a result of
amendments in the CONTRACT, in accordance with Section 39.5 and 39.6
of zot6lRR of RA 9184.

In the case of failure to post the required performance security, the bid security
shall be forfeited without prejudice to the imposition of sanctions under Article XXII of
RA 9184.
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ARTICTE 9
CO NTRACTO R'S \.VARRANTY

The CONTRACTOR shall assume full responsibility for the contract work from the
- *.. :roject construction commenced up to final acceptance by the INTITY and shall be
.:-.. risponsible for any darnage or destruction of the works except those occasioned by
t,':< ntajeure.

\ 'fhe CON'I'RACTOR shall be fully responsible for the safety, protection, security,
:\rnr cnicncc o{' his pcrsonnel, tl-rircl parties, and the public at large, as well as the works,
equipment, installation and the Iil<e to be aff'ected by his construction work ancl shall be

required to put up a warranty securiry in the form of cash, banl< guarantee, letter of credit,
GSIS or surety bond callable on demand, in accordance with the following schcdule:

Form of Warranty Minimum Amount ino/o of
Total Contract Price

1. Cash deposit, cash bond or letter of credit Five percent (so/o)

z. Bank guarantee Ten percent (roolo)

3. Surety bond Thirty percent (3oo/o)

The warranty security shall be stated in Philippine Pesos, and shall remain
effective during the applicable warranty period provided in Section 6z.z.z of zo16lRR of
RA 9rB4 hereof, and shall be returned only after the lapse of the said warranty period.

The defects liability period for this Project shall be one (r) year from project
completion up to final acceptance by the ENTITY. During these periods, the
CONTRACTOR shall undertake the repair works, at its own expense, of any damage to
the infrastructure projects on account of the use of materials of inferior quality within
ninety (9o) days from the time the head of the ENTITY has issued an order to undertake
repair. In case of failure or refusal to comply with this mandate, the ENTITY shall
undertake such repair works and shall be entitled to full reimbursement of expenses
incurred therein upon demand.

After final acceptance of the Proiect by the ENTITY, the CONTRACTOR shall be
held responsible for structural defects and/or failure of the completed project within the
following warranty period from final acceptance, except those occasioned by force majeure
and those caused by other parties: a) Permanent Structure: fifteen (r5) years; b) Semi-
Permanent Structure: five (5) years and c) Other Structures: two (z) years. The coverage of
each of the foregoing structures is as specified in Section 6z.z.z of zot6lRR of Rl{ 9184.

The CONTRACTOR shall be liable in cases where structural defects and/or
failures arise during the warranty period due to faults attributable to improper
construction use of inferior quality/substandard materials, and any violation of the
contract plans and specifications. In which case, the ENTITY shall undertake the
necessary restoration or reconstruction works and shall be entitled to full reimbursement
by the parties found to be liable, of expenses incurred therein upon demand, without
prejudice to the filling of appropriate administrative, civil, and/or criminal charges against
the responsible persons as well as the forfeiture of warranty securities posted in favor of
the ENTITY.

"Structural Defects" shall mean major faults/flawsideficiencies in one or more key
structural elements of the project which may lead to structural failure of the completed
elements or structure.

"Structural Failures" is defined as an occurrence where one or more key structural
elements in an infrastructure faciliry fails or collapses, thereby rendering the faciliry or
part thereof incapable of withstanding the design loads, and/oi endangerirg the safety of
the users or the general public.
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ARTICLE ro
SUSPENSION OF WORI(

The ENTITY shall have the authority to suspend the work wholly or partly by
written order for such period as may be deemed necessary, due to force majeure or any
fortuitous events or for failure on the part of the CONTRACTOR ro correct bad
conditions which are unsafe for workers or for the general public, to carry out valid orders
given by the ENTITY or to perform any provision of the CONTRACT, or due to
adjustment of plans to suit field conditions as found necessary during construction. The
CONTRACTOR shall immediately comply with such order to suspend the work wholly or
partly.

The CONTRACTOR or its duly authorized representative shall have the right to
suspend work operation on any or all projects/activities along the critical path of activities
after fifteen (r:) calendar days from date of receipt of written notice from the
CONTRACTOR to the district engineering/regional director/consultant or equivalent
official of the ENTITY, as the case may be, due to any of the causes provided under
Section 9 (z) paragraphs a to e, Annex "e" of the zo16 IRR of RA 9184.

In case of total suspension, or suspension of activities along the critical path,
which is not due to any fault of the CONTRACTOR, the elapsed time between the
effective order of suspending operation and the order to resume work shall be allowed the
CONTRACTOR by adjusting the contracr time accordingly.

ARTICLE u
EXTENSION OF CONTRACT TIME

rr.r GENERAL RULE

Should the amount of additional work of any kind or other special
circumstances of any kind whatsoever occur such as to fairly entitle the
CONTRACTOR to an extension of contract time, the ENTITY shall determine the
amount of such extension; Provided that the ENTITY is not bound to take into
account any claim for an extension of time unless the CONTRACTOR has, prior to
the expiration of the contract time and within thirty (3o) calendar days after such
work has been commended or after the circumstances leading to such claim have
arisen, delivered to the ENTITY notices in order that it could have investigated them
at that time. Failure to provide such notice shall constitute a waiver by the
CONTRACTOR of any claim. Upon receipt of full and detailed particulari, the
ENTITY shall examine the facts and extent of the delay and shall extend the contract
time completing the contract work when, in the ENTITy,s opinion, the findings of
facts justifi, an extension.

Extension of contract time may be granted only when the affected activities fall
within the critical path of the PERT/CPM network.

No extension of contract time shall be granted the CONTRACTOR due to any
of the following circumstances:

a) ordinary unfavorable weather conditions;
b) inexcusable failure or negligence of the CONTRACTOR to provide the

required equipment, supplies or materials;
c) when the reason given to support the request for extension was already

considered in the determination of the original contract time during th;
conduct of detailed engineering and in the preparation of the contract
documents as agreed upon by the parties before contract perfection.
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11. )

V

EXCEPTIONS

-
z

Extmsion of contract time shall be granted for any of the following:

a- rain/unworkable days considered unfavorable for the performance of the
works at the site, based on the actual conditions obtained at the site, in excess
of the number of rain/unworkable days pre-determined by the ENTITY in
relation to the original contract time during the conduct of detailed
engineering and in the preparation of the contract documents as agreed upon
by the parties before contract preparation;

b. equivalent period of delay due to major calamities such as exceptionally
destructive typhoons, floods and earthquake, and'epidemics;

c. non-delivery on time of materials, working drawings, or written information to
be furnished by the ENTITY;

d. non-acquisition of permit to enter private properties within the right-of-way
resulting in complete paralysis sf construction activities;
shortage of construction materials, general labor strikes, and peace and order
problems that disrupt construction operations through no fault of the
CONTRACTOR, may be considered as additional grounds for extension of
contract time provided they are publicly felt and certified by appropriate
government agencies such as DTI, DOLE, DILG and DND, among others; and
other meritorious causes as determined by the ENTITY's authorized engineer
and approved by the ENTITY.

The written consent of bondsmen must be attached to any request of the
CONTRACTOR for extension of contract time and submitted to the ENTITY for
consideration and the validity of the performance security shall be correspondingly
extended.

ARTICLE rz
VARIATION ORDERS

VARIAT'ION ORDERS

The ENTITY may issue Variation Orders to cover any increased/decreased
quantities, including the introduction of new work items that are not included in the
original contract or reclassification of work items that are either due to change of
plans, design or alignments to suit actual field conditions resulting in disparity
between the pre-construction plans used for purposes of bidding and th. "", staked
plans" or construction drawings prepared after a joint survey by the CONTMCTOR
and the ENTITY after award of the CONTRACT, PROVIDED that the cumulative
amount of the Variation Order does not exceed ten percent (ro%o) of the original
project cost. The addition/deletion of works should be within the general scope of
the project as having been bid and awarded. A Variation Order may-either be in the
form ofa change order or extra work order.

rz.z CHANGE ORDER

A Change Order may be issued by the implementing official to cover any
increase/decrease in quantities of original work items in the cbNrnacr.

r2.7 EXTRA WORI( ORDER
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An ExtraWork Order may be issued by the implementing official to cover the
introduction of new_work necessary for.the completion, improvement or protection
of the Proiect which were not included as items of work ln the originai contract,
such as, where there are subsurface or latent physical conditions at th; site differing
materially from those indicated in the CONTRACT, or where there are dul!
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unknown physical conditions at the site of an unusual nature differing materially
from those ordinarily encountered and generally recognized as inherent in the work
or character provided for in the CONTMCT.

Any cumulative Voriotion Order beyond ten percent (roolo) shall be subject to

another contract to be bid out if the works are separate from the original contract. In
exceptional cases where it is urgently necessary to complete the original scope of
work, the ENTITY may authorize the variation order beyond ten percent (ro7o) but

not more than fwenry percent (zoo/o) subject to guidelines to be determined by the

GPPB: Provided, however, That appropriate sanctions shall be imposed on the

designer, consultant or official responsible for the original detailed engineering

design which failed to consider the Variation Order beygnd ten Percent (ro%).

ARTICLE r3

INSURANCE AND OTHER CONDITIONS

The CONTRACTOR shall take cognizance of the provisions of the other Contract

Documents especially with regard to his responsibilities and liabilities on materials,

workmanship, labor, and property as stipulated in the General Conditions. Within fifteen
(r5) days after signing of the Contract, the CONTMCTOR shall submit the Certificate of
Insurance to protect the CONTRACTOR and the ENTITY from damages which may arise

from operations under this Contract, subject to the approval of the ENTITY as to the

adequacy of protection and reliability of insurance company.

ARTICLE 4
ASSIGNMENT AND SUBCONTRACT

The CONTRACTOR shall not subcontract, transfer, assign, pledge or dispose of
any of its rights and interests under this CONTRACT except with the prior written
consent of the ENTITY.

Approval of the subcontract shall not relieve the CONTRACTOR from any liabiliry
or obligation under the CONTRACT with the ENTITY, nor shall it create any contractual
relation between the subcontractor and the ENTITY.

ARTICLE 15

TERMINATION OF CONTRACT

To ensure timely and effective remedial steps in response to delays in PROfECT
implementation, the ENTITY or its duly authorized representative shall undertake the
following calibrated actions whenever work accomplishment reaches levels of negative

slippage (attributable to the CONTRACTOR) as indicated below.

16.r Negative slippage of five percent (5%) ("Early Warning" Stage):

The CONTRACTOR shall be given a warning and required to submit a "Catch-
up" program to eliminate the slippage. The ENTITY or its duly authorized
representative shall provide enough supervision and monitoring of the work.

t6.z Negative Slippage of ten percent (ro%) ("lCU" Stage):

The CONTRACTOR shall be given a second warning and required to submit a
detailed action on a program on a fortnightly [two (z) weeks] basis which
commits him to accelerate the work and accomplish specific physical targets
which will reduce the slippage over a defined time period. Furthermore, the
CONTRACTOR shall be instructed to specifl, the additional input resources -
money, manpower, materials, machines, and management - which he should
mobilize or this action program. The ENTITY or his duly authorized
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ARTICLE 18

ADDITIONAL I'ROVISIONS

a) It is understood that no employer-employee relationship exists between
the ENTITY and CONTRACTOR and/or the latter's staff or employees ty ,""ro, of this
Contract.

b) It is agreed that it is the sole responsibiliry of the CONTRACTOR to
comply with all existing as well as future laws, ordinances, rules and regulations, whether
national, local, or administrative, concerning employment of labor, pariicularly insofar as
they apply to the personnel assigned by the CONTRACTOR to the ENTITy pursuant to
this Contract, and for this purpose the CONTRACTOR guarantees that the ENTITy is free
and harmless from any and all liability arising from such labor laws, rules or regulations as
well as from death, injury or accident that befalls the workers and/or personnel assigned
to the ENTITY. In this regard the CONTRACTOR shall provide the necessary health and
accident insurances, as required by law, for all workers of the PROIECT.

c) Should the ENTITY be constrained to resort to court action to protect its
rights and interests hereunder, the CONTMCTOR shall pay the ENTITy an amount
equivalent to rwenty percent (zoo/o) of the total sum claimed in the complaint, as and by
way of attorney's fees, plus expenses of litigation revocable under pertinent laws; provide,
that the attorney's fees shall in no case be less than Fifry Thousand Pesos (php 5o,ooo.oo).
venue of such court action shall be laid exclusively in the proper court of Batu. tity, Ilocos
Norte, Philippines.

IN WITNESS WHEREOF, the parties hereunto affix
of ulsruA.A-/ aDto on the bottom of this page and on
pages of this Contract.

MARIANO MARCOS MEMORIAL HOSPITAL AND
MEDICAT CENTER

their signatures this rrd duy
the left margin of the other

C.E. PADILTA CONSTRUCTION
INCORPORATED/BUSILAC

BUILDERS, INCORPORATED JOINT

MARIA LOUR

\

#"ry
sEftNnoarrf c. tpAC, MHA

I(. OTAYZA, , MHA, CESO V, FPOGS

ENTITY

Budget Available:

IAMAICA VIEN A. PA
OIC, Finance and Ma\ 6ment Officer II

the presence of:.,.r'-

ROMEO M. CAMARILLO
CONTRACTOR

Chief Administrative Offi cer
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Republic of the Philippines )

Ercd@. 1,A'[lA0 ) S.S.S

BEITORE ME, theg-AC.{C CITY, ILOCOS NCR.TE
undersigned

Philippines, on
Notary Public in and

this Qcrrua<3.1 lt, /olU

personally appeared:

MARIA LO

Doc. No.
Page No.
Book No.
Series ofzot$

A, MD, MHA, CESO V, FPOGS

CTC No. Date/Place
Issued

Prc rvo 
"oo+q\b zfzzTzotz

who are known to me to be the same persons who executed the foregoing instrument and

they acknowledged to me that the same is their voluntary act and deed and the free act

and deed ofthe entities they represent.

This instrument related to a Contract consisting of eleven (n) pages including this
page whereon this Acknowledgement is written and signed by the parties.

IN TESTIMONY WHEREOF, I have hereunto set my hand and affixed my notarial
seal on the date and place first above-written.

Zru"=e-
Y

{l'{ {:!:., 75 S Z& C q I : -t/ t t 1,9 ; L.C,
#0I& i',t. $4!bZR; lipfrL .,t:3. l$W
TifCfil,, ; .':: i;ti .i,6:ts

ACI(N WLEDGEMENT

ENGR. ROMEO M. CAM

\J tt*lfiryPulslic
UnlilB*dl3f, 20'ls
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