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MEMORANDUM CIRCULAR No. 4 2
Series of 2025

TO : THE SENIOR DEPUTY ADMINISTRATOR, DEPUTY ADMINISTRATORS,

REGIONAL / DEPARTMENT / PROJECT MANAGERS DNIVISION
MANAGERS AND ALL OTHER CONCERNED

SUBJECT : ACCELERATED RECOUPMENT OF THE 15% ADVANCE PAYMENT
FOR INFRASTRUCTURE CONTRACTS

I. POLICY STATEMENT

e The Agency is recently facing challenges to recover unrecouped advances from
Contractors with terminated contracts, as highlighted by the Commission on
Audit (COA) on its Annual Audit Report.

e In view of the prevalence of the issue, and as recommended by the COA, NIA
deems it appropriate to formulate a policy to improve the agency’s scheme in
recovering the advance payment made to Contractors.

Ii. PURPOSE

a) To provide the Implementing Offices a legal basis in including additional
provisions in their Bid Documents under the Special Conditions of the Contract
(SCC) relative to schemes on recovering advance payment.

b) To minimize financial risks and protect the interests of the Agency againsterring
Contractors who defaulted from their contractual obligations.

IIl. SCOPE AND APPLICATION

This Circular shall apply to upcoming infrastructure contracts, wherein the
corresponding Bid Documents shall include the necessary provisions for the
scheme of recoupment.

IV. PROVISIONS TO BE INCLUDED IN THE BID DOCUMENTS

Under the SCC Clause 13 of the Bid Documents, the following provisions shall be
included:

“The total amount of the advance payment shall be recouped or deducted from the
Contractor’s Progress Billings; wherein the advance payment must be fully recovered
upon reaching 50% accomplishment. To attain this, 30% must be deducted from the
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certified gross amount of each Progress Billing until such time that the advance
payment is fully recovered.

In addition, in case of delay, fault or breach of contract by the Contractor, the total
amount of unrecouped advance shall be deducted or recouped from the Contractor’s
Progress Billings and/or any amount due under the contract, without prejudice to

other remedies of NIA available under the existing procurement act and other
applicable laws, rules, and regulations.”

Aside from including this provision in the Bid Documents, the Implementing Offices

must also inform the prospective bidders during the pre-bid conference regarding
this matter.

EFFECTIVITY

This memorandum shall apply to incoming infrastructure contracts and shall be the
legal basis of Implementing Offices in drafting their respective Bid Documents. This

also supersedes all existing memoranda inconsistent herewith and shall remain in
force unless otherwise revoked.

For strict compliance.

ENGR. EDUARD E}fﬁlE G. GUILLEN
Administrator
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