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BILL ON SECOND READING 
S. No. 2248 — Modernizing the Procurement Activities 

of the Government

Senator Legarda Leviste. Mr. President I move that we 
consider Senate Bill No. 2248 as reported out under Committee 
ReportNo. 67.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

Consideration of Senate Bill No. 2248 is now in order. With 
the permission of the Body, the Secretary will read only the title 
of the bill, without prejudice to inserting in the Record the whole 
text thereof

The Secretary. SenateBillNo. 2248, entitled

AN ACT PROVIDING FOR THE MODERNIZATION, 
STANDARDIZATION AND REGULATION OF 
THE PROCUREMENT ACTIVITIES OF THE 
GOVERNMENT AND FOR OTHER PURPOSES

The following is the whole text of the bill:

Senate Bill No. 2248

AN ACT PROVIDING FOR THE MODERNIZATION, 
STANDARDIZATION AND REGULATION OF 
THE PROCUREMENT ACTIVITIES OF THE 
GOVERNMENT AND FOR OTHER PURPOSES

Be it enacted by the Senate and House of 
Representatives of the Philippines in Congress 
assembled:

Article I
General Provisions

SECTION 1. ShortTitle. - This Act shall be known 
as the “Govermnent Procurement Reform Act of2002. ”

SEC. 2. Declaration ofPrinciples. -

It is the declared policy of the State to promote the 
ideals of good governance in all its branches, 
departments, agencies, subdivisions, and 
instrumentalities, including govermnent-owned and 
controlled corporations, and local govermnent units. 
Towards this end, the State shall establish a system 
that ensures transparency, competitiveness, 
efficiency, accountability, impartiality, equity and

adaptability to modem technologj' in all procurement 
activities of the government.

SEC. 3. Scope and Application. - This Act shall 
apply to the Procurement of Infrastructure Projects, 
Goods, and Consulting Services by all branches and 
instrumentalities of government, its Apartments, offices 
and agencies, including government-owned or - 
controlled corporation and local government units, 
subject to any treaty or international or executive 
agreement affecting the subject matter of this Act to 
which the Philippine government is a signatory.

SEC. 4. Definition ofTerms. - For purposes of this 
Act, thefollowingtermsorwordsandphiases shall mean 
or be understood as follows:

a) Approved Budget for the Contract - referstothe 
budget for the contract duly approved by the Head of 
the Procuring Entity, as provided for in the General 
Appropriations Act and/or continuing appropriations, 
in the case of National Government Agencies; the 
Corporate Budget for the contract approved by the 
governing Boards, in the case of Government- 
Owned and Controlled Corporations, Government 
Financial Institutions and State-Owned Universities 
and Colleges; and the Budget for the contract approved 
by the respective Sanggunian, in the case of Local 
GovemmentUnits.

b) BAC - shall refer to the Bids and Awards 
Committee established in accordance with Article V of 
this Act.

c) Bidding Documents- refer to documents issued 
by the Procuring Entity as the basis for Bids, furnishing 
all information necessary for a prospective bidder to 
prepare abidforthe Goods, Infrastructure Projects, and 
Consulting Services to be provided.

d) Bid - refers to a signed offer or proposal 
submitted by a supplier, contractor or consultant in 
compliance with the requirements setforthintheBidding 
Documents.

e) Competitive Bidding - refers to a method of 
procurement which is open to participation by any 
interested party and which consists of the following 
processes: advertisement, pre-bid coirference, eligibility 
screening ofprospective bidders, receipt and opening of 
bids, evaluation ofbids, post-qualification, andawardof 
contract; the specific requirements and mechanics of
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which shall be defined in the IRR to be promulgated 
under this Act.

f) Consulting Services - refer to services for 
Infrastructure Projects and other types of projects or 
activitiesoftheGovenunentrequiringadequate external 
technical and professional expertise that are beyond the 
capability and/orcapacity of the govemmentto undertake 
such as, but not limited to: (i) advisory and review 
services; (ii) pre-investment or feasibility studies; (iii) 
design; (iv) construction supervision; (v) management 
and related services; and (vi) other technical services or 
special studies.

g) Goods - refer to items, supplies, materials and 
general support services which need to be procured in 
the pursuit of any government undertaking, project, or 
activity, such as equipment, furniture, stationery, 
construction materials, personal property of any kind, 
non-personal or contractual services to include among 
others, repair and maintenanceofequipmentandfumiture, 
trucking, hauling, janitorial, security, and related or 
analogous services. These shall exclude Consulting 
Services, real estate and Infrastructure Projects.

h) GPPB - refers to the Government Procurement 
Policy Board established in accordance with Article XVI 
of this Act.

i) Infrastructure Projects - shall include the 
consthiction, improvement, rehabilitation, demolition,

. repair, restoration or maintenance of roads andbridges, 
railways, airports, seaports, commimication facilities, 
civil works components of information technology 
projects, irrigation, flood control and drainage, water 
supply, sanitation and sewerage systems, shore 
protection, energy/power and electrification 
facilities, national buildings, school buildings, hospital 
buildings, and other related construction projects 
of the government.

j) IRR - refers to the implementing rules and 
regulationstobepromulgated in accordance with Section 
65 of this Act.

k) Procurement - refers to the acquisition of Goods, 
Consulting Services, and the contractingfor Infrastructure 
Projectsby the Procuring Entity. Procurement shall also 
include the lease of goods and real properties. With 
respect to real property, its procurement shall be 
governed by the provisions of Republic Act No. 8974, 
entitled “An Act to Facilitate the Acquisition of

Right-Of-Way Site or Location for National Government 
Infrastructure Projects and for Other Purposes,” and 
other applicable laws, rules and regulations.

l) Procuring Entity - refers to any branch, 
department, office, agency, or instrumentality of the 
government, includinggovemment-ownedor controlled 
corporation, and local government units procuring 
Goods, Infrastructure Projects and Consulting Services.

m) Headofthe Procuring Entity - referstothehead 
of abranch, department, office, agency, or instrumentahty 
of the government, including government-owned and 
controlled coiporation, as well as local government 
units: Provided, That in a department, office or 
agency where the procurement is decentralized, the 
Head of each decentralized unit shall be considered as 
the HeadoftheProcuringEntity subject to the limitations 
and authority delegated by the Head of the department, 
office or agency.

SEC. 5. Standardization of Procurement Process 
and Forms. - Pursuant to the objective of instituting a 
systematized Procurement process in government, and 
in order to ensure transparency, theProcurement process, 
includingthe forms tobe used, shall,as far aspracticable, 
be standardized.

For this purpose, the GPPB shall pursue the 
development of generic procurement manuals and 
standard bidding forms, the use of which once issued 
shall be mandatoiy upon all Procuring Entities.

Article II
Procurement Planning

SEC. 6. Annual Procurement Plan. - No government 
Procurement shallbe undertaken unless it is in accordance 
with the approved Annual Procurement Plan of the 
Procuring Entity. The Annual Procurement Plan shall 
be approved by the Head of the Procuring Entity and 
mustbe consistent with its duly approvedyearly budget. 
The Annual Procurement Plan shall be formulated and 
revised only in accordance with the guidelines set forth 
in the IRR. In the case ofinfrastructure Projects, the Plan 
shall include engineering design and acquisition of 
right-of-way.

Article III
Procurement by Electronic Means

SEC. 7. The Procurement By Electronic Means. - 
To promote transparency and efficiency, information
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and communications technology shall be utilize in the 
conductof procurementprocedures. Accordingly, there 
shall be a single portal that shall serve as the primary 
source of information on all govenunent procurement. 
The Govenunent Electronic Procurement Service (G- 
EPS) shall provide the said portal. Further, the GPB is 
authorized to approve changes in the procurement 
processtoadapt toimprovements inmodem technology, 
provided that such modifications ate consistent with the 
provisions of Section 2 of this Act.

To take advantage of the significant built-in 
efficiencies of the G-EPS and the volume discounts 
inherent in bulk purchasing, all procuring entities shall 
ntilt7fi the G-EPS for the procurement of common 
supplies in accordance with the rales and procedures 
to be established by the GPPB. With regard to the 
procurement of non-common use items, infrastructure 
projects and consulting services, agencies may lure 
service providers to undertake their electronic 
procurement provided these service providers meet 
theminimum requirements Set by the GPPB.

SEC: 8. Security, Integrity and Confidentiality. - 
The G-EPS shall ensure the security, integrity and 
confidentiality of documents submitted through the 
system. It shall include a feature that provides for an 
audit trail for on-line transactions and allow the 
CominisSiononAudittoverifythe security andintegrity 
of the Systems at any time.

Article IV
Competitive Bidding

SEC. 9. Competitive Bidding. - Subject to the 
provisions of Article XIII, the Procurement of Goods, 
InfrastructureProjects and Consulting Services shall be 
done through Competitive Bidding.

Article V
Bids and Awards Committee

SEC. 10. The BAC and its Functions. - Except as 
otherwise allowed in this section, each Procuring Entity 
shall establish a single BAC to handle its procurement. 
The Head of the procuring entity may establish separate 
BACs whenever in his judgment the number and 
complexity of the items to be procured so warrant.

Similarly, separate BACs for decentralized and 
lower level offices may also be established as may be 
deemed fit by the Head of the Procuring Entity.

The BAC shall have the following functions; 
advertise and/or post the invitation to bid, conduct pre­
procurement and pre-bid conferences, determine the 
eligibility of prospective bidders, receive bids, conduct 
the evaluation of bids, undertake post-qualification 
proceedings, reconunend award of contracts to the Head 
of the Procuring Entity or his duly authorized 
representative, recommeiid the imposition of sanctions 
in accordance with Article XIX, and perform such other 
related functions as may be necessary, including the 
creation of a Technical Working Group from a pool of 
technical, financial and/or legal experts to assist in the 
procurement process.

In proper cases, the BAC shall also recommend to 
the Head of the Procuring Entity the use of Alternative 
Methods of Procurement as provided for in Article 
Xni hereof.

SEC. 11. Membership in the BAC. -TheB AC shall 
have at least five (5) members, but not more than seven 
(7) and composed of the following:

a. National government branches, departments, 
agencies, offices and instrumentalities, including 
Government-owned and controlled corporations, 
government Financial Institutions and State 
Universities and Colleges:

Regular Members:

1. Chairman, who is at least a third ranking 
permanent official of the Procuring Entity;

2 An officer with knowledge, experience and 
expertise in procurement who, to the extent 
possible, represents the legal or 
administrative area of the Procuring Entity;

3. An officer with knowledge, experience and 
expertise in procurement who, to the extent 
possible, represents the finance area of the 
Procuring Entity;

4. An officer with knowledge, experience and 
expertise in procurement who, to the extent 
possible, represents the technical area of the 
Procuring Entity; and

5. A representative from the end user unit 
(designated on a contract to contract basis) 
who has knowledge of procurement laws 
and procedures.
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The members of the BAC shall be designated by 
the Head of the Procuring Entity or their respective 
governing Boards.

b. Local Government Units:

TheBAC shallbe composedofone (1) representative 
each from the regular offices under the Office of the 
Chief Executive such as, but not limited to the following: 
Budget Office, Legal Office, EngineeringOffice, General 
Services Office, Administrative Office, the end user 
office shall always be represented in the BAC.

The member shall elect from among themselves 
who shall act as the Chairman.

In no case shall the approving authority be a 
member ofthe BAC.

Unless sooner removed for a cause, the members 
of the BAC shall have a fixed term of one (1) year 
reckoned from the date of appointment, renewable at the 
discretion of the Head ofthe Procuring Entity. In case 
of resignation, retirement, separation, transfer, re­
assignment, removal, the replacement shall serve only 
for the unexpired term: Provided, That in case of leave 
or suspension, the replacement shall serve only for the 
duration of the leave or suspension. For justifiable 
causes, a member shall be suspended or removed by 
the Head of the Procuring Entity.

SEC. 12. Observers. - Toenharicethetransparency 
of the process, the BAC shall, in all stages Of the 
procurement process, invite at least two (2) observers to 
sit in its proceedings, one (1) from a duly recognized 
private group in a sector or discipline relevant to the 
procurement at hand, and the other from a non­
government organization: Provided, however. That 
they do not have any direct or indirect interest in the 
contract to be bid out. The observers should be duly 
registered with the Securities and Exchange Commission 
and should irieet the criteria for observers as set forth 
intheIRR.

SEC. 13. BAC Secretariat. - To assist the BAC in 
the conduct of its functions, the Head of the Procuring 
Entity shall create a Secretariat that will serve as the 
main support unit of the BAC. The head of the 
Procuring Entity may also designate an existing organic 
office within the agency to serve as the Secretariat.

SEC. 14. Honoraria of BAC Members. - The 
Procuring Entity may grant payment of honoraria to

the BAC members in an amount not to exceed twenty 
five percent (25%) of their respective basic monthly 
salary subject to availability of funds. For this 
purpose, the Department of Budget and Management 
(DBM) shall promulgate the necessary guidelines.

SEC. 15. Professionalization of BAC, BAC 
Secretariat and Technical Working Group 
Members. - The GPPB shall establish a sustained 
training program for developing the capacity of the 
BACs,BAC Secretariats and Technical WorkingGroups 
ofProcuring Entities, and professionalized the same.

Article VI
Preparation of Bidding Documents

SEC. 16. FormandContentsofBiddingDocumenis.
- The Bidding Documents shall be prepared by the . 
Procuring Entity following the standard forms and 
manualspresctibedby the GPPB. TheBiddingDocuments 
shall include the following;

a) Approved Budget for the Contract (ABC);

b) Instructions to Bidders, including criteria for 
eligibility, bid evaluation and post­
qualification, as well as the date, time and 
place of the pre-bid Conference (where 
applicable), submission of bids and opening 
of bids;

c) Terms of Reference;

d) Eligibility Reqmrements;

•e) Plans and Technical Specifications;

f) Form of Bid, Price Form, and List of Goods 
or Bill of (Quantities;

g) Delivery Time or Completion Schedule;

h) Form and Amount of Bid Security;

i) Form and Amount of Performance Security 
and Warranty; and

j) Form of Contract, and General and Special 
Conditions of Contract.

The Procuring Entity may require additional 
dociunent requirements or specifications necessary 
to complete the information required for the bidders 
to prepare and submit their respective bids.
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SEC. Y1 . Reference toBrandNames. - Specifications 
for the Procurement of Goods shall be based on relevant 
characteristics and/or performance requirements. 
Reference to brand names shall not be allowed.

SEC. \%. Access to Information. -Inallstagesofthe 
preparation of the Bidding Documents, the Procuring 
Entity shall ensure equal access to information. Prior 
to their official release, no aspect of the Bidding 
Documents shall be divulged or released to any pros­
pective bidder or person having direct or indirect 
interest in the project to be procured.

Article VII 
Invitation .To Bid

SEC. 19. Pre-Procurement Conference. - Prior to 
theissuanceoftheInvitationtoBid,theBACis mandated 
to hold a pre-procurement conference on each and 
every procurement, except those contracts below a 
certain level or amount specified in the IRR, in which 
case, the holding of the same is optional.

The pre-procurement conference shall assess the 
readiness of the procurement in terms of confirming 
the certification of availability of fimds, as well as 
reviewing all relevant documents in relation to their 
adherence to law. This shall be attended by the B AC,

and the draft Invitation to Bid, as well as consultants 
hired by the agency concerned and the representative 
of the end-user.

SEC. 20. Advertising and Contents of the Invitation 
to Bid. - In line with the principle of transparency and 
competitiveness, all Invitations to Bid for contracts 
under competitive bidding shall be advertised by the 
Procuring Entity in such manner and for such length of 
time as may be necessary under the circumstances, in 
ordertoensurethewidestpossibledisseminationthereof, 
such as, hut not limited to, posting in the Procuring 
Entity’s premises, in newspapers of general and 
nationwide circulation, the G-EPS and thewebsite of the 
ProcuringEntity, ifavailable. Thedetails and mechanics 
of implementation shall be provided in the IRR to be 
promulgated under this Act.

The Invitation to Bid shall contain, among others;
a) A brief description of the subject matter of 

the Procurement;
b) A general statement on the criteria to be 

used by the Procuring Entity for the

eligibility check, the short listing of 
prospective bidders, in the case of the 
Procurement of Consulting Services, the 
examination and evaluation of Bids, and 
post-qualification;

c) The date, time and place of the deadline for 
the submission and receipt of the eligibility 
requirements, the pre-bid conference if any, 
the submission and receipt of bids, and the 
opening of bids;

d) The approved Budget for the Contract to be 
bid;

e) The source of funds;

f) The period of availability of the Bidding 
Documents, and the place where these may 
be secured;

g) The contract duration; and,

h) Such other necessary information deemed 
relevant by the Procuring Entity.

ArficleVni 
Pre-Bid Conference

SEC. 21. Pre-Bid Conferences. - At least one pre­
bid conference shall be conducted for Infrastructure 
Projects with an approved budget of Five (5) Million 
Pesos and above, and for Procurement of Goods and 
Consulting Services with an Approved Budget of 
One (1) Million Pesos and above. For Infrastructure

costing less than One (1) Million Pesos, pre-bid 
conferences maybe conducted atthe option of the BAC.

The aforementioned amoimts shall be subject to a 
periodic review by the GPPB. For this purpose, the 
GPPB is authorized to increase or decrease the 
threshold level to keep abreast with the changes in 
economic conditions: Provided, Thatany modification 
shall not be oftener than once in every two (2) years.

The Pre-bid conference(s) shall be held at least

of bids . The proceedings shall be duly recorded and the 
minutes thereofmadeavailableto all prospectivebidders, 
subject to the payment of reasonable fee to cover-cost.
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Article IX
Receipt and Opening of Bids

SEC. 22. Eligibility Requirementsfor Goods and 
Infrastructure Projects. - The eligibility of prospective 
bidders for the Procurement of Goods and Infrastructure 
Projects shallbe determinedby their compliance, within 
the period set forth in the Invitation to Bid, with the 
eligibility requirements prescribed in the Bidding 
Documents. The prospective bidder shall certify under 
oath as to the correctness of the statements made and the 
completeness and authenticity of the documents 
submitted.

SEC. 23. Eligibility Requirements and Short 
Listing for Consulting Services. - The eligibility of 
prospective bidders for the Procurement of 
Consulting Services shall be determined by their 
compliance with the eligibility requirementsprescribed 
for the Competitive Bidding concerned, within the 
period stated in the Invitation to Bid. The prospective 
bidder shall certify under oath as to the correctness of 
the statements made, and the completeness and 
authenticity of the docmnents submitted.

The eligible prospective bidders shall then be 
evaluated using numerical ratings on the basis of the 
shortlistingrequirementspresctibedforthe Competitive 
Bidding concerned, within the period stated in the 
Invitation to Bid to determine the short list of bidders 
whose bids shall be considered for evaluation.

SEC, 24. Receipt of Bids. - OnlythoseBidsreceived 
by the BAC on the date, time, and place specified in the 
Invitation to Bid shall be considered. Bids submitted 
alter the deadline shall not be accepted.

SEC. 25. Modification and Withdrawal of Bids. - A 
bidder maybe allowed to modify his Bid, provided that 
this is done only once and before the deadline for the 
receipt of Bids. The modification shall be submitted 
in a sealed envelope duly attached to his original Bid 
and marked as “Modification.” A bidder is allowed to 
withdraw his Bid: Provided, That this is done at least 
five (5) calendar days before the deadline for the receipt 
of Bids: Provided, further. That he shall submit a letter 
of withdrawal and non-participation to theBAC. In such 
case, he shall no longer be allowed to submit another 
Bid for the same contract either directly or indirectly.

SEC. 26. BidSecurity. - AUBidsshallbeaccompanied 
by a Bid security, which shall serve as a guarantee that, 
after receipt of the Notice of Award, the winning bidder

shall enter into contract withthe ProcuringEntify within 
the stipulatedtime andfiimish the required performance 
security. The specific amounts and allowable forms of 
the Bid security shall be prescribed in the IRR.

SEC. 27. Bid Validity: - Bids and Bid securities 
shallbevalid for suchreasonableperiodoftime indicated 
in the Bidding Documents. The duration for each 
imdertaking shall take into account the time to be 
involved in the process of Bid evaluation and award of 
contract.

SEC. 28. Bid Opening. - The BAC shall publicly 
open all Bids at the time, date, and place spewed in 
the Bidding Documents.

Article X 
Bid Evaluation

SEC. 29. Preliminary Examination of Bids. -Prior 
to a Bid evaluation of all Procurement, the BAC shall 
first examine, using a“passorfail” criterion, the technical

all the required documents are present. For each required 
document, a bidder is rated “pass” , if the dociirvient is 
included in its Bid, and “fail”, if otherwise. Only Bids 
that are found to contain all the Bid requirements and 
rated “passed” shall be considered for evaluation.

SEC. 30. Ceiling for Bid Prices. - The Approved 
BudgetfqrtheContract (ABC) shallbe the upper limit or 
ceiling for the Bid prices. Bid prices that exceed this 
ceiling shall be disqualified outright from further 
participating in the bidding. There shall be no lower 
limit to the amount of the award.

SEC. 31. Bid Evaluation andDetermirtation of the 
Lowest Calculated Bid for Goods and Infrastructure 
Projects. - For purposes of comparison, the Bid prices 
of bidders for the Procurement of Goods and Infras­
tructure Projects who passed thepreliminary examination 
shall be eviuated and corrected for minor deviations, 
such as computational errors and omissions, in 
accordance with the Bidding Documents. Any 
corrections for; minor deviations shall be calculated 
in monetary terms and the corrected prices shall be 
referred to as calculated in monetary terms and the 
conected prices shall be referred to as calculated 
prices. The Bids shallbe ranked from lowest to highest 
in terms of their corresponding calculated prices. The 
Bid withthe lowest calculated price shall be the “Lowest 
CalculatedBid”.
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SEC. 32. Bid Evaluation of Short Listed Bidders 
for Consulting Services. - For the Procurement of 
Consulting Services, the Bids of the short listed 
bidders shall be evaluated and ranked using numerical 
ratings in accordance with the evaluation criteria stated 
in the Bidding Documents, which shall include factors 
such as, but not limited to, experience, performance, 
quality of persoimel, price and methodology. The Bids 
shall rankedfrom highest to lowest in terms of their 
corresponding calculated ratings. The Bid with the 
highest calculated rating shall be the “Highest Rated 
Bid.” After approval by the Head of the Procuring Entity 
ofthe HighestRatedBid, the BAC shall invitethebidder 
concerned for negotiation and/or clarification on the 
following items: financial proposal siibmitted by the 
bidder, terms of reference, scope of services, 
methodology and work program, personnel to be 
assigned to the job, services/faciUties/datatobeprovided

contract. When negotiations with thefirst-in-rankbidder 
fails, the financial proposal of the second rank bidder 
shall be opened for negotiations; Provided, That the

as the basis for negotiations and the total contract 
amount shall not exceed the amount indicated in the 
envelope and the Approved Budget for the Contract. 
Whenever necessary, the sameprocess shall be repeated

Article XI 
Post-qualification

SEC. 33. ObjectiveandProcessofPost-qualification.

the Lowest Calculated Bid, in the case of Goods and 
Infrastructure or the Highest Rated Bid, in the case of 
Procurement of Consulting Services undergoes 
verification and validation whether he has passed all 
the requirements and conditions as specified in the 
BiddingDocuments.

If the bidder with the Lowest Calculated Bid or 
Highest Rated Bid passes all the criteria for post­
qualification, his Bid shall be considered the “Lowest 
Calculated Responsive Bid,” in the case of Goods and 
Infi<astructureorthe“HighestRaitedResponsiveBid,” in 
the case of Consulting Services. However, if a bidder 
fails to meet any of thejequirements or conditions, he 
shall be “post-disqualified” and the BAG shall conduct 
the post-qualification on the bidder with the second 
Lowest Calculated Bid or Highest Rated Bid. If the 
bidder with the second Lowest Calculated Bid or

Highest Rated Bid is post-disqualified, the. same 
procedure shall be repeat^ until the Lowest Calculated 
Responsive Bid or Highest Rated Responsive Bid is 
finally determined.

In all cases, the contract shall be awarded only to

or Highest Rated Responsive Bid.

SEC. 34. FailureofBidding. - ThereshallbeaMure 
of bidding when: a) no prospective bidder applies for 
eligibility eheck;b) nobids are received; c) all prospective 
bidders are declared ineligible or are disqualified fi'om 
participating in the competitive bidding; or, d) all bids 
fail to comply with all foe requirements or fail post- 
qualificatioh. Inthisevent,theProcuringEntilyshallre- 
bid foe contract either under foe original or revised 
terms of reference. In the latter case, foere shall be re-

SEC. 35. SingleCalCulated/RatedandResponsive 
Bid Submission. - A single calculated/rated and 
responsive bid shall be considered for award if it falls 
under any of foe following circumstances:

a) If after advertisement, only one prospective 
bidder submits a Letter of Intent and/or 
applies for eligibility check, and meets foe 
eligibilily requirements or criteria, after 
which it submits a bid, which is found to be 
responsive to foe bidding requirements;

b) If after foe advertisement, more than one 
prospective bidder applies for eligibility 
check, but only one bidder meets foe 
eligibility requirements dr criteria, after 
which it submits a bid which is found to be 
responsive to foe bidding requirements; or

c) If after foe eligibility check, more than one 
bidder meets foe eligibility requirements, but 
only one bidder submits a bid, and its bid is 
found to be responsive to foe bidding 
requirements.

In all instances, foe Procuring Entity shall ensure 
that foe Approved Budget for foe Contract reflects foe

Article Xn
Award, Implementation and Termination of the Contract

SEC. 36. Notice andExecution of Award. - Within '' 
a period not exceeding fifteeen (15) calendar days
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from the determination and declaration by the B AC of the 
Lowest Calculated Responsive Bid or Highest Rated 
Responsive Bid, and the recommendation of the award, 
the Head of the Procuring Entity or his duly authorized 
representative shall approve or disapprove the said 
recommendation. In case of approval, the Head of the 
Procuring Entity or his duly authorized representative 
shall immediately issue theNotice of Award to thebidder 
with the Lowest Calculated Responsive Bid or Highest 
Rated Responsive Bid.

Within ten (10) calendar days from receipt of the 
Notice of Award, the winningbidder shall formally enter 
into contract with the Procuring Entity. When further 
approval of the signed authority is required, the approving 
authority for the contract shall be given a maximiun of 
twenty(20)calendardaystoapproveordisapproveit. If 
the aforementioned approving authority or his duly 
authorized representative fails to take any action on the 
contract within the period specified in the preceding 
paragraph, the contract concerned shall be deemed 
approved.

The Procuring Entity shall issue the Notice to 
Proceed to the winning bidder not later than seven (7) 
calendar days from the date of approval of the contract 
by the appropriate authority. All notices called for by 
the terms of the contract shall be effective only at 
the time of receipt thereof by the contractor.

SEC. 37. Performance Security. - Prior to the 
signing of the contract, the winning bidder shall, as a 
measureof guarantee for thefaithfiil performance of and 
compliance with his obligations under the contract 
prepared in accordance with theBiddingDocuments, be 
required to postaperformance security in suchform and 
for amount as.specified in the Bidding Documents.

SEC. 38. Failure to Enter into Contract and Post 
Performance Security. - Ifthe bidder with the Lowest 
Calculated Responsive Bid or Highest Rated Respon­
sive Bid fails, refuses or is otherwise unable to enter 
into contract with the Procuring Entity, or fails to post 
the required performance seciuity within the period 
stipulated in the Bidding Dociunents, the bid security 
shall be forfeited without prejudice to the imposition 
of sanctions prescribed imder Article XIX. Thereupon, 
the BAC shall disqualify the said bidder and shall 
undertake post-qualificationfor the next-rankedLowest 
Calculated Bid or Highest Rated Bid. This procedure 
shall be repeated until an award ismade. However, if 
no award is possible, the contract shall be subjected

to a new bidding in accordance with the provisions of 
Section 34 of this Act.

SEC. 39. Reservation Clause. - The Head of the 
Agency reserves the right to reject any and all Bids, 
declare a failure of bidding, or not award the contract 
in the following situations;

(a) if there is prima facie evidence of collusion 
between appropriate public officers or 
employees of the Procuring Entity, or 
between the BAC and any of the bidders, or 
if the collusion is between or among the 
bidders themselves, or between a bidder and 
a third party, including any act which 
restricts, suppresses or nullifies or tends to 
restrict, suppress or nullify competition;

(b) if the BAC is found to have failed in 
following the prescribed bidding 
procedures; or

(c) for any justifiable and reasonable ground 
where the award of the contract will not 
redound to the benefit of the government as 
defined in the IRR.

SEC. 40. ContractImplementationandTermination. 
- The rules and guidelines for the implementation and 
termination of contracts awarded pursuant to the 
provisions of this Act shall be prescribed in tiie IRR. 
The rules and guidelines shall include standard 
general and special conditions for contracts.

Article XIII
Alternative Methods of Procurement

SEC. 41. Alternative Methods. - Subject to the 
prior approval of the Head of the Procuring Entity or 
his duly authorized representative, and whenever 
justified by the conditions provided in this Act, the 
ProcuringEntity may, in order to promote economy and 
efficiency, resort to any of the following alternative 
methods of Procurement:

a) Limited Source Bidding, otherwise known 
as Selective Bidding - a method of 
Procurement that involves direct invitation 
to bid by the Procuring Entity from a set of 
pre-selected suppliers or consultants with 
known experience and proven capability 
relative to the requirements of a particular 
contract;
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b) Direct Contracting, otherwise known as 
Single Source Procurement - a method of 
Procurement that does not require elaborate 
Bidding Documents because the supplier is 
simply asked to submit a price quotation or 
a pro-forma invoice together with the 
conditions of sale, which offer may be 
accepted immediately or after some 
negotiations;

c) Repeat Order - a method of Procurement 
that involves a direct Procurement Of Goods 
from the previous winning bidder, whenever 
there is a need to replenish Goods procured 
under a contract previously awarded 
through Competitive Bidding;

d) Shopping - a method of Procurement 
whereby the Procuring Entity simply 
requests for the submission of price 
quotations for readily available off-the-shelf 
Goods or ordinaiy/regular equipment to be 
procured directly from suppliers of known 
qualification; or

e) Negotiated Procurement - a method of 
Procurement that may be resorted under the 
extraordinary circumstances provided for in 
Sec. 47 of this Act and other instances that 
shall be specified in the IRR, whereby the 
Procuring Entity directly negotiates a 
contract with a technically, legally and 
financially capable supplier, contractor or 
consultant.

In all instances, the Procuring Entity shall ensure 
that the most advantageous price for the Govermnent is 
obtained.

SEC. 42. LimitedSourceBidding. - Limited Source 
Bidding may be resorted to only in any of the following 
conditions;

a) Procurement of highly specialized types of 
Goods and Consulting Services which are 
known to be obtainable only from a limited 
number of sources; or

b) Procurement of major plant components 
where it is deemed advantageous to limit the 
bidding to known eligible bidders in order to 
maintain an optimum and uniform level of 
quality and performance of the plant as a 
whole.

SEC. 43. Direct Contracting. - Direct Contracting 
may be resorted to only in any of the following 
conditions:

a) Procurement of Goods of proprietary nature, 
which can be obtained only from the 
proprietary source, /.e. when patents, trade 
secrets and copyrights prohibit others from 
manufacturing the same item;

b) When the Procurement of critical 
components from a Specific manufacturer, 
supplier or distributor is a condition 
precedent to hold a contr^tor to guarantee 
its project performance, in accordance with 
the provisions of his contract;

c) Those sold by an exclusive dealer or 
manufacturer, which does not have sub- 
dealers selling at lower prices and for 
which no suitable substitute can be obtained 
at more advantageous terms to the 
Govermnent.

SEC. 44. Repeat Order. - When provided for in 
the Annual Procurement Plan, Repeat Order may be 
allowed wherein the Procuring Entity directly 
procures Goods from the previous winning bidder 
whenever there arises a need to replenish goods 
procmed under a contract previously awarded through 
Competitive Bidding, subject to post-qualification 
process prescribed in the Bidding Documents and 
provided all the following conditions are present:

a) The unit price must be equal to or lower 
than that provided in the original contract;

b) The repeat order does not result in splitting 
of requisitions or purchase orders;

c) Except in special circumstances defined in 
the IRR, the repeat order shall be availed of 
only within six (6) months from the date of 
the Notice to Proceed arising from the 
original contract; and

d) The repeat order shall not exceed twenty- 
five percent (25%) of the quantity of each 
item of the original contract.

SEC. 45. Shopping. - Shopping may be resorted 
to imder any of the following instances:
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a) When there is an unforseen contingency 
reqniring immediate purchase: Provided, 
however. That the amount shall not exceed 
Fifty ThouSandPesos (P50,000.00); or

b) Procurement of ordinary or regular office 
supplies and equipment not available in the 
Procurement Service involving an amount not 
exceeding Two Hundred Fifty Thousand 
Pesos (P250,006): Provided, however. That 
the Procurement does not result in Splitting of 
Contracts; Provided, further. That at least 
three (3) price quotations from bona fide 
suppliers shall be obtained.

The above amounts shall be subject to a periodic 
review by the GPPB. For this purpose, the GPPB shall 
be authorized to increase or decrease the said amount 
in order to reflect changes in economic conditions and 
for other justifiable reasons.

There is splitting of contracts when two (2) or 
more contracts for similar Goods are made in favor of 
one dealer or supplier within one (1) month of each 
other, and analogous cases.

SEC. 46. Negotiated Procurement. - Negotiated 
procurement shall be allowed only in the following 
instances:

a) In case of imminent danger to life or 
property during a state of calamity, or when 
time is of the essence arising from natural or 
man-made calamities or other causes where 
immediate action is necessary to prevent 
damage to or loss of life or property, or to 
restore vital public services, infrastructure 
facilities and other public utilities;

b) Take-over of contracts, which have been 
rescinded or terminated for causes provided 
for in the contract and existing laws, where 
immediate action is necessary to prevent 
danger to or loss of life or property, or to 
restore vital public services, infrastructure 
facilities and other public utilities; and

c) Where the subject contract is adjacent or
contiguous to an on-going infrastructure 
project: Provided, however, That the
original contract is the result of a 
Competitive Bidding; the subject contract to 
be negotiated has similar or related scopes

of work; it is within the contracting capacity 
of the contractor; the contractor uses the 
same prices or lower unit prices as in the 
original contract less mobilization cost; the 
amount involved does not exceed the 
amount of the ongoing project; and, the 
contractor has no negative slippage: 
Provided, further. That negotiations for the 
procurement are commenced before the 
expiry of the original coiitract Whenever 
applicable, this principle shall also 
govern consultancy contracts, where the 
consultants have unique experience and 
expertise to deliver the required service; or

d) Subject to the guidelines specified in the 
IRR, purchases of Goods from another 
agency of the Government, such as the 
Procurement Service of the DBM, which is 
tasked with a centralized procurement of 
commonly used Goods for the government 
in accordance with Letters of Instruction 
No. 755 and Executive Order No. 359, series 
of 1989.

SEC. 47. Terms and Conditions for the use of 
Alternative Methods. - The specific termsand conditions, 
including the limitations and restrictions, for the 
application ofeach of the alternative methods mentioned 
in this Article shall be specified in the JRR.

^ Article XIV
Protest and Appeals Mechanisms

SEC. 48. Appeals from Decisions of the BAC. - 
Decisions of the BAC in all stages of Procurement inay 
be the subject of a written protest tp the Head of the 
PfocuringEntity. The protest istakenby the submission 
of a verified position paper and filing of a non-fefundable 
protest fee. The amount of the protest fee, and the 
periods during which the appeals may be filed and 
resolved shall be specified in the IRR.

SEC. 49. Resolution of Protest. - Ail protests shall 
be resolved strictly on the basis of the official records in 
the custody of the BAC. Noother document of whatever 
nature that are not in the custody of theBAC at the time 
the protest is filed, shall be considered. The decision of 
the Head of the Procuring Entity shall be final.

SEC. 50. Non-interruption of the BiddingProcess. 
- In no case shall any protest taken from any
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process. However, all protests shall first be resolved 
before any award is made.

SEC. 51. Resort to Regular Courts; Certiorari. - 
Court action may be resorted to only alter the protests 
contemplated in this Article shall have been completed. 
Cases filed in violation of the process shallbe dismissed 
for lack of jurisdiction. The Regional Trial Court shall 
have jurisdiction over final decisions of the Head of the 
Procuring Entity. Court actions shall be governed by 
Rule 65 of the 1997 Rules of Civil Procedure.

This provision is without prejudice to any law 
Gonfemngonthe Supreme Court file sole jurisdiction to 
issue temporaiy restraining orders and injunctions 
relating to Infrastructure Projects of Government.

Article XV
Settlement of Disputes

SEC. 52. Arbitration. - Any and all disputes arising 
from the implementation of a contract covered by the 
provisions of this Act shall be submitted for aibitration 
in the Philippines in accordance with the provisions of 
RepubUcActNo. 876, otherwiseknownasfhe “Aibitration 
Law”: Provided, however, That disputes falling 
within the competence of the Construction Industiy 
Aibitration Commission to resolve shall be referred 
thereto. The processs of aibitration shall be mandatory

this Act. Recourse to arbitration however, shall be 
without prejudice to the right of both parties to the 
contract to mutually agree in writing, to resort to other 
alternative modes of dispute resolution.

SEC. 53. Appeals. - The aibitral award, and any 
decision issued in accordance with the immediately 
preceding Sectionareappealable, by way ofapetitionfor 
review, to the Court of Appeals. The petition shall only 
raise pure questions of law and shall be governed by the 
Rules of Court.

Article XVI 
Contract Warranties

SEC. 54. Warranty. - (a) For the procurement of 
Goods, in order to assure that manufacturing defects 
shall be corrected by the supplier, manufacturer, or 
distributor, as the case may be, for a specific time after 
performance of the contract, awarranty shall be required 
from the contract awardee for such period of time as 
may be provided in the ERR, the obligation for which 
shall be covered by either retention money in the

amount equivalent to a percentage of every progress 
payment, or a special bank guarantee equivalent to a 
percentage of the total contract price, to be provided in 
the IRR. The said amounts shall only be released after 
the lapse of the warranty period, provided that the Goods 
supplied and/or the works performed are free from 
defects and all the conditions imposed under the 
contract have been fully met.

(b) Fortheprocurementofinfrastructureprojects, 
thecontract shall assumeftillresponsiblityforthe contract 
woikftomthetimeprojectconstructioncommenceduntil 
five(5)years from its final acceptancebythe government 
and shall be held responsible for any damage or 
construction of works except those occasioned by force 
majeure. The contractor shall befully responsiblefor the 
safety, protection, security, and convenience of his 
personnel, third parties, and the public at large, as well 
as the works, equipment, installation and the like to be 
affected by his construction work.

The contractor shall undertake the repair works, at 
his own expense, of any defect or damage to the 
infrastructure projects on account of the use of materials 
of inferior quality within ninety (90) days from the time 
the Secretary of the Department of Public Works and 
Highways has issued an order to undertake repair. In 
case of failure or refusal tocpmply with this mandate, the 
government shall undertake such repair works and shall 
be entitled to full reimbursement of expenses incurred 
therein upon demand.

Any contractor who fails to comply With the 
preceding paragraph shall suffer perpetual 
disqualification from paiticipatinginanypublic bidding 
and his property or properties shall be subject to 
attachment or garnishment proceedings to recover the 
costs. All payables of government in his favor shall be 
offset to recover the costs.

Article XVII
The Government Procurement Policy Board

SEC. 55. Organization and Functions. - A 
GovernmentProcuiementPolicy  Board (GPPB) ishereby 
established to: (a) protect national interest in all matters 
affecting public Procurement, having due regard to the 
country's regional and international obligations; (b) 
formulate and amend, whenever necessaiy, the IRR 
and the correspondingstandardformsfor Procurement; 
(c) ensure that Procuring Entities regularly conduct ^ 
Procurement training programs and prepare a 
Procurement operations manual for all offices and
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agencies of government; and (d) conduct an annual 
review of the effectiveness of this Act and recommend 
any amendments thereto, as may be necessary.

The GPPB shall convene within fifteen (15) days 
from the effectiyity of this Act to formulate the IRR and 
for other related purposes.

In addition to the powers granted under this Act, the 
GPPB shall absorb all the powers, functions and 
responsibilities of the Procurement Pohcy Board created 
under Executive Order No. 359, series of 1989. All 
affected functions of the Infrastructure Committee of 
the National Economic and Development Authority is 
hereby transferred to the GPPB.

SEC. 56. Membership. - TheGPPB shallbe composed 
of the Secretary of the Department of Budget and 
Management, as Chairman, the Director-General of the 
NationalEconomicDevelopment Authority, as Alternate 
Chairman, with the followingas members; the Secretaries 
of the departments of Public Works and Highways, 
Finance, Trade and Industry, Health, National Defense, 
Education, Interior andLocal Govermnent, Science and 
Technology, Transportation and Communication, and 
Energy, and a representative from the private sector to 
be appointed by the GPPB.

Article XVIII 
Penal Clause

SEC. 57. Offenses and Penalties. - (a) Without 
prejudice to the provisions of Republic Act No. 3019, 
otherwise known as the “Anti-Graft and Corrupt 
Practices Act” and other penal laws, public officers 
who commit any of the following acts shall suffer 
the penalty of imprisomnent of not less than six (6) 
years and one (1) day, but not more than fifteen 
(15)years:

1. Open any sealed. Bid including but not 
limited to Bids that may have been 
submitted through the electronic system 
and any and all documents required to be 
sealed or divulging their contents, prior to 
the appointed time for the public opening of 
Bids or other documents.

2. Delay without any justifiable cause the 
screening process for eligibility or the 
opening of Bids or the post-qualification 
process.

When any of the foregoing acts is done in collusion 
with private individuals, the private individuals shall 
likewise be liable for the offense.

In addition, the public officer involved shall also 
suffer the penalty of temporary disqualification from 
public office, while the private individual shall be 

. permanently disqualified fi'om transacting business 
with the Government.

(b) Private individuals who commit any of the 
following acts, including any public officer, who 
conspires with them, shall suffer the penalty of 
imprisonmentofnotlessthansbc(6)yearsandone(I)day 
but not more than fifteen (15) years:

1. When two or more bidders agree and submit 
different Bids as if they were bona fide, 
when they knew that one or more of them 
was so much higher than the other that it 
could not be honestly accepted and that the 
contract will surely be awarded to the pre­
arranged lowest Bid.

2. When a bidder maliciously submits different 
Bids through two or more persons, 
corporations, partnerships or any other 
business entity in which he has interest to 
create the appearance of competition that 
does not in fact exist so as to be adjudged 
as the winning bidder.

3. When two or more bidders enter into an 
agreement which call upon one to refrain 
from bidding for Procurement contracts, or 
which call for withdrawal of Bids already 
submitted, or which are otherwise intended 
to secure an undue advantage to any one of 
them.

4. When a bidder, by himself or in connivance 
with others, employ schemes which tend to 
restrain the natural rivalry of the parties or 
operates to stifle or suppress competition 
and thus produce a result disadvantageous 
to the public.

In addition, the persons involved shall also suffer 
the penalty of temporary or perpetual disqualification 
from public office and be permanently disqualified 
from transacting business with the Government.

(c) Private individuals who commit any of the 
following acts, and any public officer conspiring with
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them, shall suffer the penalty of imprisonment of not 
less than six (6) years and one (1) day but not more than 
fifteen(15)years.

1. Submit eligibility requirements of whatever 
kind and nature that contain false 
information or falsified documents 
calculated to influence the outcome of the 
eligibility screening process or conceal such 
information in the eligibility requirements 
when the information will lead to a 
declaration of ineligibility from participating 
in public bidding.

2. Submit Bidding Documents of whatever kind 
and nature that contain false information or 
falsified documents or conceal such 
information in the Bidding Documents, in 
order to influence the outcome of the public 
bidding.

3. Participate in a public bidding using the 
name of another or allow another to use 
one's name for the piupose of participating 
in a public bidding.

4. Withdraw a Bid, after it shall have qualified 
as the Lowest Calculated Bid/Highest Rate 
Bid, or refuse to accept an award, without 
just cause or for the piupose of forcing the 
Procuring Entity to award the contract to 
another bidder. This shall include the non­
submission within the prescribed time, or 
delaying the submission of requirements 
such as, but not limited to, performance 
security, preparatory to the final award of 
the contract

(d) When the bidder is ajuridical entity, criminal 
liability and the accessory penalties shall be imposed 
on its ofiicers or employees who actually commit any 
of the foregoing acts.

SEC. 58. Jurisdiction. - Jurisdiction over the 
offenses defined under this Article shall belong to the 
appropriate courts, according to laws existing at the 
time of the commission of the offenses.

Article XIX 
Civil Liability

SEC. 59, Civil Liability in Case of Conviction. - 
Without prejudice to administrative sanctions that

may be imposed in proper cases, a conviction under 
this Act or Republic Act No. 3019 shall cany with it 
civil liability, which may either consist of restitution 
for the damage done or the forfeiture in favor of the 
government of any unwarranted benefit derived from 
the act or acts in question or both, at the discretion 
of the courts.

SEC. 60. Liquidated Damages. - All contracts 
executed in accordance with this Act shall contain a 
provision onliquidated damages which shall be payable 
in case of breach thereof The amount thereof shall be 
specified in the IRR.

Article XX
Administrative Sanctions

SEC. 61. Imposition of Administrative Penalties. - 
(a) In addition to the provisions of Article XVn and 
XVIIl of this Act, the Head of the Procuring Entity, 
subject to the authority delegated to the BAC, if any, 
shall impose on bidders or prospective bidders, the 
administrative penalty of suspension for one (1) year 
for the first offense, and suspension of two (2) years 
for the second offense from participating in the public 
bidding process, for the following violations;

1. Submission of eligibility requirements 
containing false information or falsified 
documents.

1 Submission of Bids that contain false 
information or falsified documents, or the 
concealment of such information in the Bids 
in order to influence the outcome of 
eligibility screening or any other stage of 
the public bidding.

3. Allowing the use of one's name, or using the 
name of another, for purposes of public 
bidding.

4 Withdrawal of a Bid, or refusal to accept an 
award, or enter into contract with the 
Government without justifiable cause, after 
he had been adjudged as having submitted 
the Lowest Calculated Responsive Bid or 
Highest Rated Responsive Bid.

5. Refusal or failure to post the required 
performance security within the prescribed 
time.
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6. Termination of the contract due to the 
default of the bidder.

7. Refusal to clarify or validate in writing its 
Bid during post-qualification within a period 
Of seven (7) calendar days from receipt of 
the request for clarification.

& Any document unsolicited attempt by a 
bidder to imduly influence the outcome of 
the bidding in his favor.

9. All other acts that tend to defeat the 
purpose of the Competitive Bidding.

(b) In addition to the penalty of suspension, the Bid 
security or the performance security posted by the 
concerned bidder or prospective bidder shall also be 
forfeited.

(c) The Head of the Procuring Entity may delegate 
to the B AC the authority to impose the aforementioned 
administrative penalties.

Article XXI
Indemnification of BAC Members

SEC. 62. Indemnification of BAC and BAC 
Secretariat Members. - The Procuring Entity shall 
indemnify public officials for all costs and expenses 
reasonably incurred by such persons in coimection with 
any civil or criminal action, suit or proceeding to which 
theyhavebeenmadeaparfybyreasonoftheperformance 
Of their functions or duties, unless they are finally 
adjudged in such action or proceeding to be liable for 
gross negligence or misconduct.

In the event of a settlement or compromise, 
indemnification shall be confined only on matters 
covered by the settlement, as to which the Procuring 
Entity had been advised by coimsel that the public 
officials to be indemnified have not committed gross 
negligence or misconduct in the performance of their 
functions and duties.

The members of the BAC and the BAC Secretariat 
shall also be entitled to medical assistance for injuries 
incurred in the performance of their functions.

Article XXII 
Final Provisions

SEC. 63. Agency Incentives. - In instances where 
an agency generates savings from a procurement 
contract, fifty percent (50%) of such savings shall

accrue to the account of the agency and fifty percent 
(50%)willreverttotheNationalTreasury. Forpurposes 
of thisprovision, savings shall mean to be the difference 
between the approved budget for the contract and the 
actual amount ofthe awarded contract. The DBM shall 
issue the necessary guidelines for the proper 
implementation ofthis provision.

SEC. 64. ImplementingRulesandRegulationsand 
Standard Forms. - Within sixty (60) days from the 
promulgation of this Act, the necessary rules and 
regulations for the proper implementation of its 
provisions shallbe formulated by the GPPB and ^proved 
bythePresidentofthePhilippines. Foraperiodnotlater 
than thirty (30) days upon the approval of the 
implementing rules and regulations, the standard forms 
for Procurement shall be formulated and approved.

SEC. 65. Repealing Clause. - This Act specifically 
repeals Executive Order No. 262 dated July 5, 2000, 
entitled'Amending Executive Order No. 302, Series of 
1996, entitled 'Providing Policies, Guidelines, Rules and

the National Government' and Section Three (3) of 
Executive Order No. 201, Series of 2000, Entitled 
'Providing Additional Policies and Guidelines in the 
Procurement of Goods and Supplies by the National 
Government'”; ExecutiveOrderNo. 302, Seriesof 19%, 
Entitled “Providing Policies, Guidelines, Rules and 
Regulations for the Procurement of Goods/Supplies by 
theNationalGovernment,”;andPresidential Decree No. 
1594 dated June 11,1978, entitled “PrescribingPohcies, 
Guidelines, Rules and Regulations for Government 
Infrastructure Contracts”.

All other laws, presidential decrees or issuances, 
executive orders, letters of instruction, administrative 
orders, rules and regulations, and any part thereofwhich 
are inconsistent with the provisions of this Act are 
hereby repealed, modified or amended accordingly:

SEC. 66. Separability Clause. - Ifany provision of 
this Act is declared invalid orunconstitutioiial, the other 
provisions not affected thereby shall remain valid and 
subsisting.

SEC. 67. Effectivity Clause. - This Act shall take 
effect fifteen (15) days following its publication in the 
Official Gazette or in two (2) newspapers of general 
circulation.

Adopted,
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SUSPENSION OF SESSION

Senator Legarda Leviste. I move that we suspend the 
session for one minute in order to be able to set up the equipment.

The President. All right. The setting up of the audiovisual 
equipment is allowed in the Chamber.

The session is suspended for one minute, if there is no 
objection. [There was none.]

It was 11:05 a m.

RESUMPTION OF SESSION

At 11:08 a.m., the session was resumed.

The President. The sessionis resumed. TheMajority Leader 
is recognized.

Senator Legarda Leviste. Mr. President, to sponsor the 
measure, I ask that Sen. Edgardo J. Angara be recognized.

The President. Sen. Edgardo J. Angara is recognized.

SPONSORSHIP SPEECH OF SENATOR ANGARA

Senator Angara. Thankyou,Mr. President.

Mr. President and my colleagues;

Today, the stench of corruption is the only constant in our 
ptibliclife.

Where it used to be a hyped newspaper headline, corruption 
is now a widespread cancer entrenched and institutionalized 
throughout the bureaucracy, attending official transactions, big 
and small.

No official transaction is immune from it, no contract too 
small for dirty lingers and greased pockets.

From the routine purchase of bond paper to the bidding of 
the major government infrastructure projects, to the hiring of 
consultants, nothing passes without a taint, or an envelope 
changing hands.

The system of procurement, which fuels the engine of 
govemmentandthedelivery of state services,has beenaspawning 
ground for official corruption.

Not far from our office, as I stand here, Mr. President, is the 
black asphalt of an overpriced road, which text messages now 
refertoasthe“PresidentDioskupoNapakamahal Avenue.” Half 
a billion pesos was lost in this road construction scam, the
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level of corruption of which has no parallel in the history of the 
country’s road construction.

The Wages of Corruption

What are the brutal wages of official corruption in the 
Philippines?

Over the last 20 years, the World Bank estimates that some 
US$48 billion—I repeat that, Mr. President, US$48billion—was 
lost to official corruption in the Philippines.

TheUS$48billionlosscanalmostcoverourcountty’sextemal 
debt or pay for our entire budget deficit and still provide a 
considerable surplus in return.

For every peso spent on public service, between 20 to 50 
centavos is lost to corruption.

The magnitude of the loss to corrupt procurement, by the 
government’s own estimate, is at least P22 billion ayear or twice 
the budget of the Department of Health. This is equivalent to 520 
milliontextbooks for our school children or63,000newclassrooms, 
Mr. President, three times more to make up for the classroom 
backlog we are currently experiencing.

Or, l,500kilometersofconcrete farm-to-market roads, ifwe do 
not use the bidding procedures of the Public Estates Authority.

The stench of official corruption has a heavy bearing on how 
international watchdogs of good government rate our country.

The recent Transparency International survey said that 
the Philippines was the 11th most corrupt nation in the world in 
2002. That survey placed us in the global hall of shame.

Or, on how Filipinos view the dark, shady sideof government.

The latest survey shows that 50% of the Filipinos perceive 
that there is a great deal of corruption in govermnent. An 
incredible 98% can name a corrupt govermnent agency outright. 
Seventy-eight percent (78%) readily named a government 
agency perceived as corrupt a few years back and judged as more 
corrupt today.

What Needs To Be Done

The task of fighting official corruption should mean 
snuffing out its roots. This means plugging the holes and the gaps 
in the obsolete and fraud-prone public procurement system.

We all know by now this sordid fact: that of the four top 
activities of government where corruption is most rampant, 
three involve public procurement. These are, Mr. President,
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building of roads, providing free books to public schools and 
installing modemequipment like computers ingovemmentoffices. 
The fourth source is collection of taxes.

Mr. President, Senate Bill No. 2248 proposes to overhaul 
theprocurementrules, from thepurchase of government supplies, 
to the hiring of consultants, to the bidding and award for 
government infrastructure projects.

The proposed reforms are aimed atpromotingtransparency, 
openness and instituting a genuine competition. It seeks to end 

• the crippling delays in the procurement process—^the same delays 
that open the windows for graft.

The use of discretion in the bidding process will be limited, 
to rein in would-be-crooks.

Discredited modes of awarding contracts—such as the 
simplifredbiddingused in choosingthecontractorofthe country’s 
costliest road project will be part of history.

The Safeguards Are In The Details

What are the present rules and how do we propose to change 
them? The reforms in Senate BillNo. 2248 lie in the details—the 
proposed new rules of public procurement.

The first feature of the reform measure seeks to address the 
lackof competition and transparency in the procurement process. 
Atpre^t, advertising oflnvitationstoBidis limited to publication 
in print media. This is open to manipulation by unscrupulous 
government officials to favor certain contractors and suppliers.

' Perhaps, few of us are strangers to anecdotes of contractors 
buying all printed copies of local newspapers to prevent circulation 
of the bidding aimouncement for local projects. This effectively 
limits competition to a few favored ones.

To level the playing field, we propose that, in addition to 
print media with national circulation, bidding announcements 
should be posted on the Internet, on the website of the concerned 
agency, as well as on the Government Electronic Procmement 
System (G-EPS) website. This makes the bidding announcement 
known all over the country and not limited within a particular 
locality or region.

The optimum use of information technology will also be 
harnessed to include the application of an electronic system of 
auditing all the bidding transactions to promote transparency and 
accountability.

The second key refprm is the adoption of a simple eligibility 
check method, veering away from the present complex and 
highly subjective prequalification procedure.

At present, prospective bidders undergo detailed and 
subjective prequalification. If is at this stage that unscrupulous 
membersoftheBidsandAwards Committee (BAG) can effectively 
limit the number of suppliers or contractors who can participate 
in the bidding. N

Based on accounts of contractors and suppliers who 
participate regularly in government procurements—and based 
on my experience in the Executive department—it is in the 
prequalification stage where “favorites” are practiced and enforced. 
At this point, without conducting any bidding yet, the winner is 
already known. Normally, the victor is the entity that can pay the 
“right” price.

To completely elimiriate this evil practice, we propose to 
replace the present system with a method that uses a “Pass/Fail” 
marking system where incomplete documents are given a “fail” 
mark, while complete documents givebidders clearance to proceed 
to the next stage of the process.

This proposal alone is expected to reduce the bid 
processing time for civil works from six to two months for small 
contracts, and from 12 to four months for large contracts.

On the other hand, the bid processing time for the purchase 
of supplies, materials and goods, will drop frpm three months 
to a mere three weeks for small contracts, and from six to two 
months for large contracts.

This dramatic cut in processing time will inevitably result 
in a drastic reduction in opportunities for corruption.

The third major feature, Mr. President, is the elimination of 
the floor price and the use of the approved budget for the contract 
as the ceiling price. A floor price is hardly efficient since it 
prevents the government from taldng , advantage of potential 
savings from lowerbids. On the other hand, bids offeredabove the 
budget ceiling are a waste of government time and effort and 
will be automatically rejected.

Take the case of the Voters Registration and Identification 
Systm (VRIS) of the Comelec. The Supreme Court voided the 
VRIS contract on the basis that Photokina’s bid was beyond the 
amountappropriatedby Congressfor theproject. Hadthe contract 
been bid out under our proposed reforms, theenormous time and 
resources spent and the delay encountered by the electoral 
modernization would have been avoided.

The fourth reform minimizes the discretion of the Bids and 
Awards Committee members. At present, the members of the 
Bids and Awards Committee decide on bid offers using the 
standards ofquality and price. In reality, it is difficult to measure 
quality anditstiade-offwithprice. It requires toomuch subjectivity, 
which in turn, exposes the process to legal challenges
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Let us take an actual example, Mr. President. The DILG 
Fire Trucks Scam in 1999 isa classic exampleofthisdefect. When 
the contract was recommended for award to Columbian 
Motors Corporation, which ranked first in the bid evaluation, 
Daeyang, which ranked second, filed a complaint questioning 
the credibility of the bidding process. This Body weighed in 
through the Senate Blue Ribbon Committee investigation.
Eventually, Columbiapulledoutfiromthebidding,whileDaeyang 
was awarded the contract.

To avoid this costly and unnecessary occurrence, we 
propose that the Bids and Awards Committee will no longer 
exercisediscretionintheprocessingofbids. Instead, itwillfollow 
a clear two-stage eligibility criterion that separates the review of 
quality from the ranking of bid price.

This way, Mr. President, protests from losingbidders will be 
minimized since the determination of the winning bid is a 
straightforward process and free largely from discretion.

Anotherkeyreformistherequirementofafive-yearwarranty 
on civil works, and the imposition of a cap on price adjustments 
and change orders. Mr. President, there is a rampant practice in 
bidding for public works projects by unscrupulous bidders 
submitting ridiculously low bids and then increasing the price or 
the contract by submitting extra work and change orders. This 
will prevent anomalies, such as the DPWH car repair scam, 
from happening.

Finally, and most importantly, is the adoption of open and 
eompetitivepublicbiddingas the norm in all levels of government 
procurement.

The use ofaltemativemodes ofprocurement,suchas limited 
source bidding, direct contracting, repeat order, shopping and 
negotiated procurement will be allowed but only in well-defined 
exceptional circumstances, whenever competitive public bidding 
cannot be reasonably applied.

Conclusion

In conclusion, Mr. President, this is an urgent measure that 
needs to be passed into law. We need to seize this very narrow 
window of opportunity to minimize, if not completely eradicate 
the evils of corruption in our midst.

Some mayfindthesereforms groundbreaking. Undoubtedly, 
it is a strong solution, not for the weak of continence. But in the 
light of our predicament, we cannot afford or be satisfied with 
anything less.

We believe this measure is a timely solution to a timeless 
affliction. With the help of our esteemed colleagues in this
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Chamber, we are ina position to usherthis landmark measure into

Our people are weary of traveling ori roads paved by 
opportunism and deceit. Let us take the path that shall infuse 
integrity and honesty in the very basic operations of good 
government.

And while we may not be able to fight graft and corruption at 
all levels, we are nevertheless in thebest position to nip its greatest 
bloom in the bud. We need this law. We need it now.

In this light, Mr. President, I earnestly urge our colleagues 
in this Chamber to approve this bill which is certified as urgent 
by the Administration.

Thank you, Mr. President.

Senator Legarda Leviste. Mr. President, I move that we 
suspend consideration of the measure. But before that, I have a 
cosponsorship speech; I will not read it anymore. May I request 
that it be inserted in the records. We have a lot to take up this 
morning, and we have no more time.

SPONSORSHIP SPEECH OF SENATOR 
LEGARDA LEVISTE

The following is the written sponsorship speech of 
Senator Legarda Leviste:

lam privileged to cosponsor this morning another 
landmark measure, which if enacted into law, would 
introduce significant reforms intheimplementationand 
execution of government contracts, which have been 
often tagged as the breeding and breathing ground for 
graft and corruption.

Delays, collusion, lack of transparency, undue use 
of discretionary criteria, and lack of competition have 
long plagued government procurement of goods, 
supplies, materials, consulting services and 
infrastructure projects. According to a Social Weather 
Station survey, there are three top government activities 
where corruption is rampant, namely; building of roads, 
providing books to public school children, and installing 
equipment in goverrunent offices.

as
muchrevenuesasitean,inaperiodwhentheexpeditious 
completion of government projects are necessary for 
the nation’s progress, we cannot afford to lose scarce 
resources and limited funding to rampant malpractices
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in government procurement. Due to the lack of 
administrative and legislative measures to combat graft 
and corruption in procurement, we are thus tolerating 
such malpractices, which in effect, escalate to 
unreasonable proportions the costs of doing business 
for both the govermnent and the private sector.

One important step to take to combat corruption is 
to reduce the opportunities to resort to it. And such 
opportunity may be reduced by introducing streamlined 
and uniformprocedures and imposing rules and policies.

The Government Procurement Reform Act 
incorporates all legal provisions governing public 
procurement into one streamlined law. Ciurently, the 
provisions that govern public procurement are spread 
out across nuitierous laws, executive orders, 
administrative orders, and circulars. This has created 
concision andconflicting interpretations of appropriate 
procedures, which, not surprisingly, has aggravated 
the said problems.

This proposed measure shall reduce the confusion 
and conflicts in interpretation of government 
procurement andas a result, saves time and effort needed 
to prepare and evaluate bids and award contracts, by 
transforming the pre-qualification process into an 
“eligibility screening” using transparent, non­
discretionary criteria. Eligibility screening will involve a 
simple check of the presence or absence of required 
documents. This change willmarkedly hasten thebidding 
process and expand the pool of bidders, creating more 
competition and thus lowering the costs to the 
government.

And then, to ascertain that the documents of 
eligible bidders are genuine and thus to ensure that 
they can meet all the requirements of the contract, 
detailed verification/ validation of documents will be 
done during the post-qualification stage, in contrast to 
conventional pre-qualification. The verification/ 
validation will then be done sequentially, starting 
with the bidder with the lowest calculated bid or highest 
rated bid, in the case of consulting services. If the 
documents of the bidder with the lowest calculated 
bid/highest rated bid are all verified and validated then 
the said bid will be declared as the winner and awarded 
the contract.

The approval of this measure will tighten the lid on 
the graft and corruption that has plagued government 
procurement for too long.

By aiming to inculcate the basic principles of 
good governance—^transparency, accountability, 
equity, effectiveness, efficiency, and economy—in 
the procurement procedure, I join our esteemed 
colleague. Senator Angara, in urging this august 
Chamber to work conscientiously for the immediate 
passage of Senate Bill No. 2248, “An Act Providing 
for the Modernization, Standardization and Regulation 
of the Procurement Activities of the Government and 
for other Purposes.”

SUSPENSION OF CONSIDERATION OF S. NO. 2248

Senator Legarda Leviste. I move now that we suspend 
consideration of the measure.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

SPECIAL ORDERS

Senator Legarda Leviste. Mr. President, I move now that 
we transfer from the Calendar of Ordinary Business to the 
Calendarfor Special Orders CommitteeReportNo. 92 on Senate 
BillNo. 2398, entitled

AN ACT ELIMINATING THE PREPARATORY 
RECALL ASSEMBLY AS A MODE OF 
INSTITUTING RECALL OF ELECTIVE LOCAL 
GOVERNMENT OFFICIALS, AMENDING FOR 
THE PURPOSE SECTIONS 70 AND 71, 
CHAPTER 5, TITLE ONE, BOOK 1 OF 
REPUBLIC ACT NO. 7160, OTHERWISE 
KNOWN AS THE “LOCAL GOVERNMENT 
CODE OF 1991,” AND FOR OTHER PURPOSES.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

BILLON SECOND READING 
S. No. 2398 — Eliminating the Preparatory 

Recall Assembly of Elective Local 
Government Officials

Senator Legarda Leviste. Mr. President, I move that we 
consider Senate Bill No. 2398 as reported out under Committee 
ReportNo. 92.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

Consideration ofSenate Bill No. 2398 is now in order. With 
the permission of the Body, the Secretary will read only the title
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conducted, I looked hurriedly at the Constitution. There is very 
little we can proceed from.

Senator Pimentel. Yes, Mr. President.

Senator Arroyo. Imeantogofromthismatter,anditwillreally 
be addressed to our good sense to craft something that may not 
damage the government machinery. Without prejudice to an 
extended interpellation because, as 1 have said earlier I have not 
studied this very well,Iwilljustmakemy reservation to interpellate 
at some future time.

Thank you, Mr. President.

Senator Pimentel. Thank you, Mr. President.

The President Pro Tempore. The Majority Leader is 
recognized.

Senator Legarda. Mr. President, I move that we suspend the 
interpellation on Senate Bill No. 2132.

ThePresidentProTempore. Isthereanyobjection? [Silence] 
There being none, the motion is approved.

SUSPENSION OF CONSIDERATION OF S. NO. 2132

Senator Legarda. I move that we suspend consideration of 
the measure, Mr. President.

ThePresidentProTempore.Isthereanyobjection? [Silence] 
There being none, the motion is approved.

SUSPENSION OF SESSION

SenatorLegarda. Imovethatwesuspendthesessionforone 
minute, Mr. President.

ThePresidentProTempore. Isthereanyobjection? [Silence] 
There being none, the session is suspended for one minute.

It was 5:13p.m.

RESUMPTION OF SESSION

At 5:16p.m., the session was resumed.

The President Pro Tempore. The session is resumed.

BILL ON SECOND READING 
S. No. 2248 — Government Procurement Act

(Continuation)

Senator Legarda. Mr. President, I move that we resume 
consideration of Senate Bill No. 2248 as reported out under 
Committee ReportNo. 67.
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ThePresidentProTempore. Is there any objection? [Silence] 
There being none, resumption of consideration of Senate Bill 
No. 2248 is now in order.

Senator Legarda. We are in the period of interpellations.

I move that we recognize the sponsor. Sen. Edgardo J. 
Angara.

The President Pro Tempore. Sen. Edgardo J. Angara, the 
sponsor, is recognized.

SenatorLegarda. And to interpellate, I move that we recognize 
SenatorPimentel.

The President Pro Tempore. To interpellate. Sen. Aquilino 
Q. Pimentel Jr. is recognized.

Senator Pimentel. Mr. President, will the distinguished 
chairman and sponsor of this bill respond to a few questions?

Senator Angara. With pleasure, Mr. President, to one of the 
more thoughtful, incisive and studious member of this Chamber.

SenatorPimentel. That will endmy interpellation effectively, 
Mr. President.

Senator Angara. That was the intention, Mr. President, to 
shorten it.

Senator Pimentel. Mr. President, in any event, can we ask the 
sponsor to kindly briefly tell us: What is the need for this bill?

Senator Angara. Mr. President, I will provide an answer that 
I can possibly make as simple and concise as possible.

Mr. President, the procurement system in our country is 
probablythebaneofourgovemmentoperations. The procurement 
system has produced tremendous amount of waste and has 
become a terrible source of corruption in public life.

And one principal culprit in the loss of scarce public resources, 
Mr. President, is, we submit, a defective procurement system.

Now, what does this law intend to do?

First of all, make public bidding transparent and if possible, 
for the first time, we shall employ e-bidding. The employment 
of technology to public bidding and the Internet and the web­
sites so that everyone and the whole world will know that there 
is one particular contract up for bidding in Mindoro Oriental or 
in Quezon.
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Second, Mr. President, our effort will be at shortening what 
is a very protracted process of public bidding in this country.

Mr. President, when I was secretary of Agriculture, I was 
really dismayed because we have the money, in fact, sometimes 
billions of money for irrigation projects. But it takes at least one 
year just to be able to bid out that contract and I ultimately found 
out the reason^—the bureaucracy waits for preferred/favorite 
contractors to finish their previous contract so that they can enter 
the bidding and they have used the prequalification method as the 
mechanism to preselect already the winner.

So, Mr. President, shorten the bidding time so that: first, we 
save the cost of money. Delay costs the contractor interests and 
other costs which, of course, he will pass on to the contract. 
Second, by simplifying and shortening the process, we eliminate 
opportunity for fraud. And then third—this is the heart of this 
reform—we will now abandon as I said the prequalification process. 
We will just go simply to a simple testing whether a bidder has 
complied with all the documentary requirements and then we will 
eliminate—and this what I said is the heart of the matter—as much 
as possible the discretion being giyen to bids and awards 
committees in determining price and quality.

As we know, Mr. President, it is so difficult to determine 
quality. But by a process of assigning already points to certain 
elements, then less discretion would be employed that will result 
in faster bidding and we hope less judicial challenges.

Many of our contracts, Mr. President, are subject to TRO 
because every time a losing contractor loses, he goes to court and 
says, “You made a wrong judgment about the quality of my bid.” 
So We will try and eliminate that area of controversy which is rich 
for litigation.

Senator Pimentel. I would like to thank the distinguished 
gentleman for that reply, Mr. President.

Let mepointoutthatihear the same complaint, Mr. President, 
from thearmedforces.Ihadabriefconversation with thenew Chief 
of Staff, General Santiago, and he told me that the bidding process 
in the armed forces is one reason there is a delay also in the 
modernization of the armed forces. Because according to him, as 
the distinguished gentleman pointed out, it takes a long time 
before the process can be terminated and then of course, a longer 
time, in fact, for the goods to be delivered.

And so we have a situation where the process itself, shall we 
say, for lack of a better term, the manual process ofbidding actually 
would result in the adverse delivery of services by the agency 
concerned, Mr. President, for the simple reason that the delay in 
the bidding process, we add it to the delay in the delivery of the 
goods, we have prejudiced the public twice in that respect.

In effect, what I am saying is this is a good bill. However, Mr. 
President, can we kindly clarify the distinguished gentleman’s 
position that the prequalification process would be eliminated by 
this e-bidding procedure that will be embodied in this bill once 
approved as a law?

Senator Angara. Letme correctmyself, Mr. President, so that 
that point of prequalification will not be misunderstood. My 
statement about it will not be misunderstood.

When I said, Mr. President, that we are going to reform the 
prequalification, what I mean is to substitute fire prequalification 
to an eligibility check. Whatdoesthatmean? We put out a tender; 
we invite contractors to submit bids; and then there are certain 
requirements: financial capacity, track record, list of officers, et 
cetera. That is the one being determined in the prequalification 
stage at the present time, Mr. President. But we can simplify that 
by just saying that this is really a simple question of eligibility.

Do they have the sufficient capitalization? Do they have track 
record in doing projects like these? Who are their officers?

In other words, Mr. President, it is just a check, almost a 
mechanical thing. And when we put it in a computer, we can 
determine the qualifications of even a hundred bidders. Maybe 
almost literally, in a flash, in ten minutes we can say that bidders 
“a” to “aa” are all qualified because they complied with the 
documentary requirements.

So, it is really documentary requirement, Mr. President.
And then that eliminates the long delay that we are now 
encountering in prequalification.

Mr. President, just the prequalification stage for civil works 
could take at least six months to almost a year. And that costs the 
government—our taxpayers’ money.

Senator Pimentel. Yes, certainly. Becauseastimefliesbythe 
cost of money also grows, Mr. President. And what might be 
appropriated today in this particular amount may not suffice 
one year later.

Senator Angara. That is what is happening in the armed 
forces, Mr. President.

Senator Pimentel. Exactly.

Senator Angara. What we voted for modernization in.I995 
is not worth the same peso now.

Senator Pimentel. Now, Mr. President, since we are talking 
of a procurement, meaning putting the bidding process, the 
tenders in the web, for example, are we not putting some limitations
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that for certain amounts foreign bidders are not qualified? Are 
we going into that?

Senator Angara. No, Mr. President. We are not putting a 
nationality requirement, although, of course, we knowthatpublic 
works are generally open only to Philippine nationals. What I can 
remember is that public works and other works may be bidded 
internationally , and international firms may come in only because 
that is part of the covenant in the financing of that particular 
project.

Senator Pimentel. So, in effect, the financing agreements will 
serve as the basis for opening the tender to foreign participants.

Senator Angara. That is correct, Mr. President. That is an 
international practice.

Senator Pimentel. I suppose we have to make that clear, 
otherwise, the tendency would be for foreign participants to 
swamp the locals, as it were,—

Senator Angara. And outbid everybody.

Senator Pimentel. —and outbid everybody. Because, 
obviously, they will havemoremoney,more qualification, perhaps, 
in terms of organizational ability to perform the job and in that 
respect would prejudice the locals.

Senator Angara. That is a correct statement of this law and 
the existing practice, Mr. President.

Senator Pimentel. Again, internally, Mr. President, talking 
only about bidders within the country, assuming that there is no 
financial package coming fi'om outside sources, that no such 
package is involved in a particular project.

One of the complaints that I must bring out to this Chamber 
is that, contractors from Mindanao,—and I have talked to them, 
say, Davao, Cagayan de Oro, and other parts of Mindanao—are 
complaining thatbyandlarge,andusually,Manilabidders would 
take the cake of projects, even projects that are supposed to be 
implemented, let us say, in Mindanao. And I bring this to the 
attention of this Chamber and to the kind sponsor so that maybe, 
even in this bill, we can craft something that will not lead to a 
monopolization of contracts being awarded to Manila-based 
contractors.

Senator Angara. That is true, Mr. President.

Senator Pimentel. I mean, I bring this up because, really, this 
is a common complaint of Mindanao contractors as well as the 
Visayan-based contractors.
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Senator Angara. Thatistrue,Mr.President. And the favorite 
techniqueusedtopreselectafavoritebidderistheprequalification. 
Through the prequalification, one can narrow down the bidders 
to a few whom one would like to favor, and it could be just simply 
Manila-based contractors.

Senator Pimentel. As a final question, before we make 
the reservation for further interpellation, Mr. President, let me 
just put into the Record that the complaint of Mindanao- 
based contractors is that bidders from Manila would get the 
award but they do not implement the project. The project is 
subcontracted to Mindanao contractors, which goes to show 
that the Mindanao contractors also have the capability to 
implement these projects. But somehow, I understand that there 
is a mafia within DPWH or some other agencies.

Therefore, this is a matter that, I think. Congress has 
every right to forestall so that the disenchantment of our 
people will not continue to prevail under these circumstances, 
Mr. President.

Senator Angara. I think that comment is quite apt and 
fitting. This is now the occasion really to bring out these 
malpractices so that we can understand the thrust of this bill in the 
present context and imderstand that there is really compelling 
need to reform our purchasing practices.

Senator Pimentel. Thankyou, Mr. President. Mayireserve 
my other questions to some other date.

Senator Angara. Thank you, Mr. President.

The President Pro Tempore. Sen. Franklin M. Drilon is 
recognized.

SUSPENSION OF CONSIDERATION OF S. NO. 2248

Senator Drilon. Mr. President, I move that we suspend 
consideration of Senate Bill No. 2248.

ThePresidentPro Tempore. Isthereanyobjection? [Silence] 
There being none, the motion is approved.

SUSPENSION OF SESSION

Senator Drilon. I move that we suspend the session for 
one minute.

The President Pro Tempore. Is there any objection? 
[Silence] There being none, the session is suspended for 
one minute.
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They were not only transferred in another assignment, 
Mr. President, but they were also dismissed?

Senator Barbers. Some weretransferred, Mr. President, and 
some are still feeing administrative as well as criminal investigations. 
There were six jail personnel who were dismissed but several now 
are facing administrative sanctions and several are facing 
investigations.

MANIFESTATION OF SENATOR DE CASTRO 
(That He Be Made a Coauthor of S. No. 2373)

Senator De Castro. All right. I would hke to thank the sponsor 
for that, Mr. President.

And because of the convincing and satisfactory answer of 
the sponsor and with the permission of the authors and 
the sponsor, Mr. President, may I be made a coauthor of this 
laudable bill?

Senator Barbers. With open arms, Mr. President.

Senator De Castro. 1 would like to thank the sponsor for 
that, Mr. President.

Senator Barbers. Thank you, Mr. President.

Senator Legarda. There are no more interpellations. ]
Ah, the Senate President. All right.

The President. We reserve our right to interpellate at a 
latertime.

SUSPENSION OF SESSION

Senator Legarda: I move that we suspend the sessionfor one 
minute, Mr. President.

The President. Is there any objection? [Silence] There 
being none, the session is suspended for one minute.

It-was 4:30p.m.

RESUMPTION OF SESSION

At 4:35p.m., the session was resumed.

ThePresident. The sessionis resumed. TheMajorityLeader 
is recognized.

Senator Legarda. The Senate President has reserved to 
interpellate the sponsoron SenateBillNo. 2373, an Act Providing 
for the Professionalization of the BFP and the BJMP. I move that 
we suspend the period of interpellations.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

SUSPENSION OF CONSIDERATIONOF S.NO. 2373

Senator Legarda. I move that we suspend consideration of 
SenateBillNo. 2373.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

BILL ON SECOND READING 
S. No. 2248—GovemmentProcurement Act

(Continuation)

Senator Legarda. Mr. President, I move that we resume 
consideration of Senate Bill No. 2248 as reported out under 
CommitteeReportNo. 67.

The President. Is there any objection? [Silence] There 
being none, resumption of consideration of Senate Bill No. 
2248 is now in order.

Senator Legarda. We are in the period of interpellations. 
May I ask that the sponsor. Sen. Edgardo J. Angara, be recognized.

The President. Sen. Edgardo J. Angara is recognized.

Senator Angara. Thankyou, Mr. President.

Mr. President, the parliamentary situation is. Senator 
Pimentel and the Senate President no less have started their 
interpellations. And so we are now ready to...

Senator Legarda. Yes, therearenomorereservationsandthe 
others have withdrawn their reservations, Mr. President. I move 
that we close theperiod of interpellations on Senate BillNo. 2248 
underCommitteeReportNo. 67.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

Senator Legarda. Is Senator Angara ready for committee 
amendments?

Senator Angara. Not yet.

SUSPENSION OF CONSIDERATION OF S. NO. 2248

Senator Legarda^ I move that we suspend consideration of 
SenateBillNo. 2248. Thecommitteeandindividualamendments 
will be ready by tomorrow, accordingtothe sponsor, Mr. President.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.
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My view is, when we passed this law, that was the consensus of 
the maj ority of the members of the Senate and the House where 
their knowledge and wisdom were inputted.

Now, my question is: Why do we have to be dictated upon 
by the FATF in putting up the amount of threshold money, Mr. 
President? We decided to put up the amount ofP4 million as a 
threshold because we believe this is the right amount as this was 
the subject of a long debate, in the Senate. Then all of a sudden 
we changed the threshold. Why do we allow these people to 
dictate on us?

SenatorMagsaysay. Thatisaveiylegitimateconcemofthe 
gentleman from Caraga, Mr. President. May 1 note here, however, 
thatthe original committee report after several hearings ofboth the 
House and the Senate worked on the basis of a threshold Of 
US$ 10,000 orhalf-a-million pesos. That was the ofiicial committee 
report signed. The basis of this is that the international standard 
thresholdis,wasandstillremainstobe US$10,000. But because 
the Senate, the House and a lot of us here felt that this might affect 
badly the banking system, we raised it to P4 million. In fact, it was 
even P8 million in the House version and it was P3 inillion in the 
Senate version. So, we put it together and divided it by 2 and the 
Bicameral set itatP4 million. ButI, as chairman then and chairman 
now, incidentally, accepted this and Senator Pangilinan and I 
worked on the basis of the Senate, and the House knows better.

But, maybe, Mr. President, if we did not change it and it 
remained at US$ 10,000, we wouldnot be, oneyear after, required 
to have that threshold. Meaning, the FATF is notdictating on us. 
It is just requiring us: "If you want to be delisted from the 
noncooperative countries and territories, please comply with 
some of the 40 FATFs that we deemed essential as far as the 
Philippines is concerned.”

In fact, in Hong Kong when the AMLC attended the Hong 
Kong regional conference sometime in January this year, when we 
showed our implementing rules and regulations that was much 
stronger than the law itself, the FATF regional, the Japanese, 
stood up and congratulated the Philippines’ AMLC for having 
very strong implementing rules and regulations. But the caveat 
was, the law did not satisfy the threshold and the suspicious 
transaction and the opening of the account without court order, 
sowehavetocomebackandgobacktowork. But ifwe insist that 
we arc a sovereign country, which we are, that we do not care what 
theFATF requires and we will justdoourthing, Ithinkweareliving 
in a time warp owing to the financial standards and practices that 
are already in place. We, being one of the last 11 countries, will 
stand tall but in the eyes of the world we are nothing but just like 
the 10 other countries, meaning, we cannot comply.

In fact, Mr. President, informal talks have been going around 
Since Thailand became the standard—that the Philippines has so
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that we refuse to amend or satisfy the requirements because we 
ourselves are not with clean hands. That is the brutal assessment 
of the informal talks among countries, even in regional Asia. But 
to me, I am saying that we are as good as anybody. We should not 
be paranoid. We should not be dictated on. It is really up to 
Congress, the Senate and the House, to say that we want to comply 
with the world standard that 150 countries have already done. We 
want to be amongst themso that our economic situationwouldnot 
be weakened by our noncompliance. Let us just pass it, nothing 
more, nothing less, Mr. President.

Senator Barbers. Mr. President, I made particular mention on 
this because, if the gentleman will recall, I was a member of the

and there was an intense debate on the threshold amount. If my 
memory would serve me right, we even suspended the debate 
many times because it was a heated debate as to what amount 
would be considered as the threshold, that is why I am very 
particular on this.

I am happy with the response of the gentleman, Mr. President.

some more details with the chairman.

Thank you very much, Mr. President.

Senator Magsaysay. We appreciate that comment coming 
from a fellow member of the oversight committee, Mr. President.

Thank you, Mr. President.

Senator Legarda. Mr.President,Imovethatwesuspendthe 
periodof interpellations on SenateBillNo. 2419 under Committee 
ReportNo. 110.

The President. Is there anyTjbjection? [Silence] there 
being none, the period of interpellations on Senate Bill No. 2419 
is hereby suspended.

SUSPENSION OF CONSIDERATION OF S. NO. 2419

Senator Legarda. Mr. President, I move that we suspend 
consideration of Senate Bill No. 2419.

The President. Is there any objection? [Silence] There 
being none, consideration of Senate Bill No. 2419 is hereby 
suspended.

BILL ONSECOND READING 
S. No. 2248—Government Procurement Act

(Continuation)

Senator Legarda. Mr. President, I move that we resume
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consideration of Senate Bill No. 2248 under Committee Report 
No. 67.

The President. Is there any objection? [Silence] There 
being none, resumption ofconsideration of Senate Bill No. 2248 
is now in order.

Senator Legarda. Mr. President, we are in the period of 
committee amendments. I move that we recognize the sponsor. 
Sen. Edgardo J. Angara.

" The President. Sen. Edgardo J.Angaraisrecognized.Weare

Senator Angara. Thankyou, Mr. President.

Mr. President, the committee is pleased to introduce some 
amendments. Some are editorial and some are substantive.

The President. Please proceed.

COMMITTEE AMENDMENTS

Senator Angara. On page 2S, line 23, delete the phrase 
beginning with the word “and” and ending with the word 
“performed. ” This ismainly editorial because the topic is not about 
works. It is about goods.

The President. All right. The amendment is in line 23, 
page 25.

Is there any objection? [Silence] There being none, the 
amendment is approved.

Senator Angara. On page 27, line 14, between the word 
“Energy” withacommaQ,andtheword“and”, insertthefollowing: 
ORTHEIRDULYAUTHORIZEDREPRESENTATIVES.

So that line, Mr. President, will read: “Transportation and 
Communication, and Energy ORTHEIRDULY AUTHORIZED 
REPRESENTATIVES”.

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. Onthesamepage,Une 15, immediatelyafter 
the period (.) on the initial “GPPB”, add the following sentence: 
THE GPPB MAY INVITE A REPRESENTATIVE FROM THE 
COMMISSIONONAUDITTO SERVE AS ARESOURCEPERSON.

The President. Is that after the period?

Senator Angara. That is after the period, Mr. President, and 
a new sentence.

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. On page 28, delete lines 1,2, and 3 which 
is subparagraph (2) and in lieu thereof, insert the following:

2. DELAYING, WITHOUT JUSTIFIABLE CAUSE, THE 
SCREENING FOR ELIGIBILITY, OPENING OF BIDS, 
EVALUATION AND POST-EVALUATION OF BIDS, AND 
AWARDINGOF CONTRACTS BEYOND THE PRESCRIBED 
PERIODS OF ACnONPROVIDEDFORINTHE IRR.

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. Next sentence, Mr. President, subparagraph
(3):

3. UNDULY INFLUENCING OR EXERTING UNDUE 
PRESSUREONANYMEMBEROFTHEBACORANYOFFICER 
OREMPLOYEE OF THE PROCURING ENTITY TO TAKE A 
PARTlCULARACnONWHICHFAVORS,ORTENDTOFAVOR 
APARTICULARBIDDER

The President; Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. Mr. President, finally, subparagraph (4):

4. SPLITTING OF CONTRACTS WHICH EXCEED 
PROCEDURAL PURCHASE LIMITS AND COMPETITIVE 
BIDDING.

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. Onpage30,line6,betweenthewords“itS” 
and“ofiBcers”,inserttheword“DIRECTORS,”. Sothatitwillread: 
“itsDIRECTORS, officers or employees...”

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. That is the endofthecommittee amendments, 
Mr. President. That completes the committee amendments.

ThePresident. Wenowproceedwiththeperiodofindividual 
amendments.

The Majority Leader is recognized.

Senator Legarda. Mr. President, wewillgopagebypagefor 
the individual amendments.
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Senator Magsaysay will introduce his...

Senator Angara. On page 1, Mr. President, is there any 
amendment? [Silence] Page 2? /Si/encc/ There is none. Page 3? 
[Silence] There is none. Page 4? [Silence] There is none. Page 
5?/5/7ence7 There is none.

Senator Magsaysay. Mr. President, before I putforward my 
individual amendment, may I ask—thisisonpageS, line 10, it says, 
“Accordingly, there shall be a single portal that shall serve as a

Philippine supplier or to accredited government supplier. The 
beauty of opening this up to just about anybody, as long as he

AC ttritVi /4oc4 nmc on/4, cn/a/'c r\r cfon/4or/1e A-f

“There shall be” this is obligatory that this is exclusive-"a 
single portal.” And I strongly believe, Mr. President, that this 
will not give us the flexibility to access other portals that are 
already in place like BayanTrade which has been there for more 
than three years, or the website of business to business of 
Shoemaitthatis working very well, and will haveto gothroughthis 
exclusive single portal.

May I know if the terminology should be, in order to be 
•inclusive, “there MAY BE a single portal...

The President. The proposed amendment is to insert the 
words MAY BE between the words “there” and “shall” in line 
10, page 5?

Senator Magsaysay. That is correct, Mr. President.

Senator Angara. But beforethat, Mr. President, let me reply 
to the very good point raised by the e-commerce expert of 
this Chamber.

The choice, the mandatory language is deliberatebecause we 
wanted to have only one portal through which suppliers can 
access, because otherwise, it would be very difficult if there are 
several portals; it will be difficult to regulate andperhaps control. 
Whereas, if there is only one portal—and the experts behind me 
are saying that that would be technically acceptable—then it will 
beeasiertomonitorallthebids, anditwillbemuchmoreconvenient 
for suppliers to access rather than have several portals.

Senator Magsaysay. Actually, the intention of the obliga­
tory single portal seems to be, at first glance, Mr. President. But 
the principle of e-goverrunent or e-gobyerno is not simply 
computerizing existing processes.

May I read into my notes, Mr. President? “We are adding a 
computerized or Internet- enabled front end to existing processes. ”

E-government is about reengineering, transforming, 
reinventing bureaucratic procedures, using information and 
communications technologies anywhere in the world. Because if 
we go online, and we go a portal, we are not limiting ourselves to
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or services, is that even other countries may supply on a business 
to business.

But if we will again regulate, meaning, like anNFAbeingthe 
sole importer of rice or regulate, like Customs is the sole—we 
do not get the transformation of opetmess because the online 
is openness.

Sowhatwearetryingtoattainherewiththenoblerequirements 
is again regulating it to a single portal which will again make, 
demand some requirements, that is better done through the 
marketplace. But with a single portal, the marketplace is diminished 
substantially. And this is a statement of certain sectors which 
have already put in quite a lot of capital and efforts knowing, like 
BayanTrade—I am not ashamed to mention this—these are 
invested by companies like the Lopezes, San Miguel, Ayala, the 
companies of the Lopezes and other big players, putting them­
selves together to conduct a business-to-business transaction.

a single portal.

Senator Angara. Yes, I cansee thepointofthe distinguished 
gentleman, Mr. President. It is really Serving and balancing 
the needs of efficiency on the part of government ensuring

And by just accessing this particular portal, they know that they 
will have access almost to all the informationthey need. But I can 
see that the private service providers may also want to open their 
own portals.

Senator Magsaysay. Actuallj', they already have.

Senator Angara. Yes, they already have. Perhaps, Mr. 
President, we can provide in the law that they can connect to 
the government electronic procurement service, if that will 
satisfy the...

Senator Magsaysay. Will this singleportalbearcquiremcnt

That is my point, Mr. President. Because if the other private 
portals, whetherthey are here or intheUS, or in Japan, are giving 
better prices, better terms, better quality, I do not see why we have 
to go through a single portal of the government. Because if we do 
that, we willbe left under the mercy of certain committees or clerks 
that might not have the capacity to be more efficient than the 
private sector. Because the beaufy of this is that the private sector 
is market-driven. If it does not succeed in one year or so, it will 
collapse. So it will do its best.
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That is why even the gentleman is saying that he favors 
privatization. Meaning, as his speech showed yesterday that 
we should not have government get mixed up with Meralco’s 
management

We are also stating here that we should not have a single 
government portal, no matter howwell-meaning,because it will be 
a disincentive to market efBciencies, Mr. President.

SUSPENSIONOF SESSION

Senator Angara. Yes, I understand the point of the 
distinguished gentleman, Mr. President.

Gan we just ask for a one-minute suspension, Mr. President?

The President. The session is suspended, if there is no 
objection. [There was none.]

It was 6:07p.m.

RESUMPnONOF SESSION

At 6:10p.m., the session was resumed.

The President. The session is resumed.

MAGSAYSAY AMENDMENT

Senator Magsaysay. Thankyou, Mr. President.

, We have harmonized our own minds with the senator from 
Aurora. May I introduce a simple amendment on page 5, line 10. 
Delete the word “shall” and insert the word MAY.

Senator Angara. It is accepted, Mr. President.

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Magsaysay. Thankyou very much, Mr. President.

Senator De Gastro. Mr. President.

The President. Sen. NoliDe Gastro is recognized.

MANIFESTATION OF SENATORDE GASTRO 
(S. No. 2135 Was Filed by Him as Referred to Gommittees 

on Public Works; and Constitutional Amendments, 
Revision of Godes and Laws)

Senator De Castro. Just a manifestation, Mr. President.

Mr. President, this representation filed Senate Bill No. 2135 
that was referred to the Committees on Public Works; and 
Constitutional Amendments, Revision of Godes and Laws, and 
thisbill seekstoamendPresidentialDeCTeeNo. 1594byprbviding 
for a five-year warranty period fi'om its final acceptance by the 
government of infrastructure projects. May I move that we just 
put this on record.

Senator Angara. We accept the manifestation and we are 
more than glad to acknowledge that this substitute measure 
already incorporates the proposal of the distinguished senator.

Senator De Castro. Thankyou, Mr. President.

The President. We are now on?

EJERCITOESTRADAAMENDMENTS

Senator Angara. Onpaged, Mr. President, withthepermission 
of the Body, Sen. Loi Ejercito Estrada left her own amendments.

On page 6, line 7, delete the comma (,) after the word 
“Bidding”—I think it is a typographical error—and put a period 
(.).

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. Onpage?...

LEGARD A AMENDMENTS

Senator Legarda. Mr. President, I have an individual 
amendment on page 6. On page 6, line 21, between the word 
“representative” and the comma (,), insert the phrase 
PROVIDED. THAT IN THE EVENT THE HEAD OF THE 
PROCURING ENTITY SHALL DISAPPROVE SUCH 
RECOMMENDATION, SUCHDISAPPROVAL SHOULD BE 
BASED ONLY ON VALID, REASONABLE AND JUSTI­
FIABLE GROUNDS TOBEEXPRESSED INWRITING, COPY 
FURNISHED THEBAC.

The President. What does the sponsor say?

Senator Angara. It is accepted, Mr. President.

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

There may be need to reformulate the sentence.

Senator Angara. Subject to style, Mr. President.

The President. All right, subject to style.
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The President. All right.

Senator Angara. Mr. President, the parliamentary situation 
is that we have produced a clean copy of the draft incorpo­
rating the committee amendments as well as the individual 
amendments. We have a few remaining, both editorial and 
substantive individual amendments as a result of the clarification 
made by Sen. Sergio Osmefta.

The President. Before the sponsor proceeds, for the record, 
we are using an amended copy as of 04 December 2002.

COMMITTEE AMENDMENTS

Senator Angara. Thatis correct, Mr. President.

The first amendment, Mr. President, is on page 3, between 
lines 11 and 12. Insert a new subsection to provide a definition of 
“portal” which was requested by Sen. Serge Osmefia which I think 
is quite reasonable. And therefore we propose that we insert the 
following subparagraph. This will be subparagraph I:

PORTAL - IS A WEBSITE THAT AGGREGATES A 
WIDE VARIETY OF CONTENT IN HOPE OF ATTRACTING 
MILLIONSOFREADERS.

The President. All right. That is an individual amendment, 
accepted by the sponsor

Senator Angara. Yes, Mr. President.

The President. Is there any objection? [Silence] There 
being none, file amendment is approved.

Senator Angara. And the subsequent subparagraphs be 
renumbered accordingly, Mr. President.

The President. All right. So renumbered.

Senator Angara. Onpage4,line29, Mr. President, as a result 
of this definition, remove the close bracket (])...

The President. Open bracket ([).

Senator Angara. Rather, the open bracket ([), so that the 
original sentence will now be reinstated: “ Accordingly, there shall 
be a single portal that shall serve as the primary source of 
information on all government procurement.”

The President. On page 5, line 1, the closing bracket (]) 
should be deleted?

Senator Angara. That is correct, Mr. President.
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The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. And on page 3, line2, consistent with that 
and consistent with the amendment last Wednesday, Mr. 
President, inlieuofthe word“Service”,inserttheword SYSTEM.

ThePresident. “ElectronicProcurement SYSTEM,” instead 
of“Service”.

Senator Angara. Thatis correct, Mr. President.

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. And any other reference to “Service” 
should be changed to SYSTEM.

ThePresident. Only asprecededby“Elcctronic Procurement”.

Senator Angara. Thatis correct, Mr. President.

ThePresident. All right. As an omnibus amendment, the 
word “Service” preceded by the phrase “Government Electronic 
Procurement” is hereby changed to SYSTEM.

Senator Angara. That completes both committee and 
individual amendments, Mr. President:

SUSPENSION OF SESSION

Mr. President, I move that we suspend the session for one 
minute.

ThePresident. Is there any objection? [Silence] There 
being none, the session is suspended for one minute.

It was 6:22p.m.

RESUMPTION OF SESSION

At 6:23 p.m., the session was resumed.

ThePresident. The session is resumed. The sponsoris once 
more recognized.

MAGSAYSAY AMENDMENT

Senator Angara. Mr. President, Senator Magsaysay is 
recommending that on page 12, line 17, the word “place” be 
changed to ADDRESS, which is more comprehensive.

The President. What does the sponsor say?
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lower the threshold which I am not inclined to accept or to 
support because almost everyone will be reported to the AMLC? 
Now, this is the “Suspicious Transactions” section for what­
ever reason.

Anyway, what will AMLC do upon receiving a suspicious 
transaction report?

Senator Magsaysay. In our amendments, Mr. President, we 
aretrying to introduce two regimesof reporting. One isthe covered 
transaction reporting which is triggered by the threshold. This 
is just covered transactions. We are not talking about suspicious 
transactions.

And then the other regime is the suspicious transaction 
reporting which does not have a threshold as long as there is a 
reasonable evidence that this comes from dirty money, from a 
criminal activity, then that is suspicious although there is no 
underlying economic sense in the transaction. So these are the 
two regimes that were required of us by the FATF.

Senator Sotto. Is this present in the Thailand law, Mr. 
President?

Senator Magsaysay. Thatiscorrect. Thesearepresentwith 
the Thailand model, Mr. President.

Senator Sotto. Both, the suspicious transactions and the 
threshold, the covered transactions?

Senator Magsaysay. Thatiscorrect.

' Senator Sotto. But their covered transaction’s threshold is 
twomillionbaht?

Senator Magsaysay. Two millionbaht.

Senator Sotto. And notP500,000?

Senator Magsaysay. Two millionbaht cash andfive million 
baht for property transactions.

Senator Sotto. So, what happens, Mr. President, if one is 
submitted as a suspicious transaction?

Senator Magsaysay. If the bank reports that there is a 
suspicious transaction, then the council will have to evaluate and, 
based on our law, will have the option to call the account holder 
to explain and the account holder has the opportunity to explain 
that that suspicious account is not really something to be afraid 

. of That it is clean money.

Senator Sotto. He will be called. He will be interviewed.

Senator Magsaysay. Yes, Mr. President.

SenatorSotto. Willthe AMLCimmediatelyproceedtofreeze 
the account?

Senator Magsaysay. No. That is why there is an evaluation 
and note also that the AMLC consisting of the B SP governor, the 
SECcommissionerandtheICchairman, they have to woikcollegially 
in the sense that it has tobe a unanimous decision to issue a freeze 
order or to open a suspicious account.

So, there are a lot of safety measures in this law, Mr. President.

Senator Sotto. So, there is no automatic filing of cases in 
court;

Senator Magsaysay. Noautomaticfilingofcases. There will 
have to be an evaluation.

Senator Legarda. Mr. President, the MinorityLeader would 
continue his interpellations tomorrow.

I move that we suspend the period of interpellations on 
SenateBillNo. 2419.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

SUSPENSION OF CONSIDERATION OF S. NO. 2419

Senator Legarda. Mr. President, I move that we suspend 
consideration ofSenateBillNo. 2419.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

BILL ON SECOND READING 
S. No. 2248—Government Procurement Act

(Continuation)

Senator Legarda. Mr. President, I move that we resume 
consideration of Senate Bill No. 2248 as reported out under 
Committee ReportNo. 67.

The President. Is there any objection? [Silence] There 
being none, resumption of consideration of Senate Bill No. 
2248 is now in order.

Senator Legarda. 1 move that the sponsor. Sen. Edgardo J. 
Angara, be recognized.

The President. Sen. Edgardo J. Angara is recognized.

Senator Legarda. We are in the period of individual 
amendments.
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Senator Angara. It is accepted, Mr. President.

The President. Is there any objection? [Silence] There 
being none, the amendment is approved.

Senator Angara. That ends the amendments of Senator 
Magsaysay.

ThePresident. Allright. TheMajorityLeaderisrecognized.

Senator Legarda. I move now that we close the period of 
individual amendments, Mr. President, on Senate BillNo. 2248.

The President. Is there any objection? [Silence] There 
being none, the period of amendments is terminated.

APPROVAL OF S. NO. 2248 ON SECOND READING

Senator Legarda. Mr. President, I move that we vote on 
Second Reading on Senate Bill No. 2248, as amended.

ThePresident. Is there any objection? [Silence] There 
being none, we shall now vote on Second Reading on Senate 
Bill No. 2248, as amended.

As many as are in favor of the bill, say aye.

Several Members. Aye.

The President. As many as are against the bill, say nay. 
[Silence]

Senate Bill No. 2248, as amended, is approved on Second 
Reading.

SUSPENSION OF SESSION

With the permission of the Chamber, the Chair declares a 
one-minute suspension of the session, if there is no objection. 
[There was none.]

Itwas 6:25 p.m.

RESUMPTION OF SESSION

At 6:28p. m., the session was resumed.

The President. The session is resumed. TheMajorityLeader 
is recognized.

SUSPENSION OF CONSIDERATION OF S. NO. 2248

Senator Legarda. Mr. President, while waiting for our 
colleagues to join us in the hall, I move that we suspend 
consideration of Senate Bill No. 2248.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

Senator Legarda. I move that we proceed to the Reference 
of Business.

The President. Is there any objection? [Silence] There 
being none, the motion is approved.

The Secretary will read the Reference of Business.

REFERENCE OF BUSINESS

MESSAGES FROM THE HOUSE OF REPRESENTATIVES 

The Acting Secretary [Atty. Reyes].

November 29,2002

The Honorable 
FRANKLINM. DRILON 
President of the Senate 
GSIS Bldg., Financial Center 
PasayCity 1308

Mr. President:

I have been directed to inform the Senate that the 
House of Representatives on November 28, 2002 
passed House Bill No. 5511, entitled

AN ACT PROVIDING MEASURES TO ENHANCE 
THE ACCEPTABILITY OF AGRICULTURAL 
LANDS AS SECURITYFORLOANS OBTAINED 
FROM LENDERS, BANKS AND OTHER 
FINANCIAL INSTITUTIONS THEREBY PRO­
MOTING ACCESS TO RURAL CREDIT, 
PROVIDING MECHANISMS THEREFOR AND 
FOROTHERPURPOSES,

to which it requests the concurrence of the Senate.

Very truly yours,

(Sgd.) ROBERTO P. NAZARENO 
Secretary General

The President. Referred to the Committees on Agrarian 
Reform; and Ways and Means

The Acting Secretary [Atty. Reyes].

December 2,2002
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RESUMPTION OF SESSION

At 5:20p.m., the session was resumed.

The President. The session is resumed. TheMajority Leader 
is recognized.

CONFERENCE COMMITTEE REPORT ON 
S. NO. 2248/H. NO.4809 

(GovemmentProcurement Act)

Senator Legarda. Mr. President, we are in receipt of the 
Bicameral Conference Committee Report on the disagreeing 
provisions on SenateBill No. 2248 andHouse Bill No. 4809onthe 
GovemmentProcurementReformAct. laskthatthesponsor, Sen. 
Edgardo J. Angara, be recognized to present the report.

The President. Sen. Edgardo J. Angara is recognized to

2. Exceptforafewprovisions, the Senate andHouse versions 
are substantially similar in many respects;

3. With the exception of the provisions discussed shortly, 
the Senate version supplied the default provisions in the final 
report, with modifications from the House version;

4. Section 3 of the House version on the Governing 
Principles, on Government Procurement v/as adopted as Section 
3 of the reconciled version;

5. Section 5 of the Senate version was adopted as Section 4

a. The scope and application of the measure to include all 
procurement activities regardless of funding source, whether 
local or foreign, was broadened and atthe same time, it was made 
clear that all international treaties and agreements to which the 
country is a signatory shall be observed;
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b. The applicability of the measure was subjected to the 
provisions of CA138. (FlagLaw)

6. Section 10 of the House version was adopted as Section 
11 of the reconciled version, leaving the composition of the Bids

REPORT OF SENATOR ANGARA

Senator Angara. Thank you, Mr. President.

Mr. President, the conference committee on the disagreeing 
provisionsofSenateBiUNo.2248andHouseBillNo. 4809metand 
fully discussed the subject matter in a conference, and hereby 
report the outcome of the proceedings which are provided 
hereunder:

1. The conferees agreed to adopt the Senate version as the

regulations to allow for greater flexibility;

7. Section 14 ofthe Senateversiononthe grant of honoraria 
to BAG members was adopted as Section 15 of the reconciled 
version;

8. Section 14 of the House version on pre-bid conference 
was adopted as Section 21 of the reconciled version effectively 
making the holding of pre-bid conferences dependent upon the 
threshold level to be prescribed in the IRR;

9. Section 15 of the House version on the eligibility 
requirements ofbidders was adopted as Section23 ofthe reconciled 
version
provide fair and equal access to all bidders.

preferential treatment in favor of a class ofbidders regardless of 
funding source;

10. Section 17 of the Senate version on reference to brand 
names was adopted as Section 18 of the reconciled version;

11. Section 20 of the Senate version which appears as 
Section 21 of the reconciled version was revised and the phrase 
“and nationwide” was deleted to reflect the policy against 
discrimination of community or local newspapers in the 
advertisements of invitations to bid;

12. Section 26 of the Senate version on the requirement ofbid 
security was adopted as Section 27 ofthe reconciled version;

13. Section 27 of the House version which enumerates the

was adopted as Section 35 of the reconciled version, with the 
following revision asadditional ground for a failure of bidding;

Whenever the bidder with the lowest calculated

to accept the award of contract, as the case may be, in 
order to forestall collusion.

14. Section 35 of the House version was adopted as Section

of providing open access to all bidders for the procurement of 
domestic and foreign goods. The section also defines the policy
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thatin the interest of availability, efficiency and timely deliveiy of 
procured goods, preference shall be given to the purchase of 
domestically produced and manufactured goods, consistent with
our

15,
performance security for bids was adopted as Section 39 of the 
reconciled version;

16. Section 37 of the House version was adopted as 
Section 45 ofthe reconciledversion givingprovincial contractors 
\vho submitted the lowest bid to match the winning bid of a

ted by a techiucal support staff;

22. Section 57 ofthe Senate version on the matter of membership 
in the GPPB Was adopted as Section 64 ofthe reconciledversion;

23. Sections 55 and 56 ofthe House version on the matter of 
preventive suspension and the grounds for lifting the same were 
adopted as Sections 70 and 71 of the reconciled version;

24. Section 57 of the House version was adopted as Section

government of lawyers' fees incurred by BAG members in 
connection with cases filed against them in their official capacity;

25. Section 64 of the Senate version on Agency Incentives
was deleted; —

26. A new Section 74 ofthe reconciled version was placed, 
providing for a Joint Congressional Oversight Committee with a 
time limit of five years from the efifectivity of the Act, composed 
of three (3) members from each House of Congress; and finally,

27. Section 65 of the Senate version was adopted as Section

17. Section 39 of the House version on Contract Price 
Adjustment was adopted as Section 61 of the reconciled version 
with the replacement ofthe word, “adjustment” with the word 
ESCALATION;

18. Section 41 of the Senate version on the Disclosure of 
Relations was adopted as Section 47 of the reconciled version;

19. Section 47 of the Senate version was adopted as Section 
53 of the reconciled version with the revision that the phrase 
“adjacent or contiguous” will be spelled out in paragraph (d) to 
be defined in the IRR;

20. Section 55 of the Senate version was adopted as Sec­
tion 62 ofthe reconciled version with the following revisions:

a. The period of the warranty for infrastructure projects 
shall be defined in the IRR which shall take into account the 
scale and coverage of the project;

b. Thewinningbiddershallberequiredtoputupawarranty 
security in the form of cash, bank guarantee, letter of credit, 
GSIS bonder callable fund;

21. Section 56 of the Senate version was adopted as 
Section 63 of the reconciled version with the revision allowing

OversightCommittee.

With that, Mr. President, I respectfully move that the Senate 
adopt the conference committee report as explained.

APPROVAL OF CONFERENCE COMMITTEE REPORT 
ON S. NO. 2248/H. NO. 4809

The President. Is there any objection? [Silence] There 
being none, the Bicameral Conference Committee Report on the 
disagreeing provisions of House Bill No. 4809 and Senate Bill 
No. 2248 is hereby adopted.

Report:

CONFERENCE COMMITTEE REPORT

The Conference Committee on the disagreeing 
provisions ofHouse Bill No. 4809, entitled

AN ACTPROVIDING FOR THE MODERNIZATION, 
STANDARDIZATION AND REGULATION OF 
THE PROCUREMENT ACTIVITIES OF THE 
GOVERNMENT ANDFOROTHERPURPOSES

and Senate Bill No. 2248, entitled

AN ACTPROVIDING FORTHEMODERNIZATION, 
STANDARDIZATION AND REGULATION OF 
THE PROCUREMENT ACTIVITIES OF THE 
GOVERNMENT ANDFOROTHERPURPOSES,

after having metand discussed the subject matter in full 
and free conference, has agreed and does hereby 
recommend to their respective Houses.that House Bill 
No. 4809 and Senate Bill No. 2248, be approved in 
accordance with the attached copy ofthe Consolidated 
Bill as approved by the conferees.

Approved,
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governance in all its branches, departments, agencies, 
subdivisions, and instrumentalities, including 
government-owned and/or controlled corporations, and 
local government units.

SEC. 3. Governing Principles on Government 
Procurement. - All procurement of the national 
government, its departments, bureaus, offices and 
agencies, including state universities and colleges, 
government-owned and/or controlled corporations.

units, shall, in all cases, be governed by these principles:

a) Transparency intheprocurementprocessand in 
the implementation of procurement contracts.

b) Competitiveness by extending equal opportu-

and qualified to participate in public bidding.

c) Streamlined procurement process that will 
uniformly apply to all government procurement. The

AN ACTPROVIDINGFORTHE MODERNIZATION, 
STANDARDIZATION AND REGULATION OF 
THE PROCUREMENT ACTIVITIES OF THE 
GOVERNMENT ANDFOROTHERPURPOSES

Be it enacted by the Senate and House of 
Representatives of the Philippines in Congress 
assembled:

ARHCLEI 
General Provisions

SECTION 1. ShortTitle. -ThisActshallbeknown 
as the “Government Procurement Reform Act. ”

SEC.2. Declaration of Policy. - It is the declared 
policy of the State to promote the ideals of good

to advances in modem technology in order to ensure an 
effective and efficient method.

d) System of accountability where both the 
public officials directly or indirectly involved in the 
procurement process as well as in the implementation of 
procurement contracts and the private parties that deal 
with government are, when warrantedby circumstances, 
investigated and held liable for their actions relative 
thereto.

e) Public monitoring of the procurement process 
and the implementation of awarded contracts with the 
end in view of guaranteeing that these contracts are 
awarded pursuant to the provisions of this Act and its 
implementing mles and regulations, and that all these 
contracts are performed strictly according to 
specifications.

SEC. 4. Scope and Application. - This Act shall 
apply to the Procurement of infrastmeture Projects, 
Goods, and Consulting Services, regardless of source of 
funds, whether local or foreign, by all branches and 
instrumentalities of government, its departments, offices 
and agencies, including government-owned and/or 
-controlled corporations and local government units, 
subjecttotheprovisionsofCommonwealthActNo. 138. 
Any treaty or international or executive agreement 
affecting the subject matter of this Act to which the 
Philippine government is a signatory shall be observed.
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SEC. 5. Definition ofTerms. - For purposes of this 
Act, thefollowing terms or words and phrases shall mean 
or be understood as follows:

a) Approved Budget for the Contract (ABC) . - 
refers to the budget for the contract duly approved by 
the Head of the Procuring Entity, as provided for in 
the General Appropriations Act an^or continuing 
appropriations, in the case of National Government 
Agencies; the Corporate Budget for the contract 
approved by the governing Boards, pursuant to E.O. 
No. 518, series of 1979, in the case of Goverrunent- 
owned and/or Controlled Corporations, Government 
Financial Institutions and State Universities and 
Colleges; and the Budget for the contract approved by 
the respective Sanggunian, in the case of Local 
Government Units.

b) Sac - refers the Bids and Awards Committee 
established in accordance with Article V of this Act.

c) Bidding Documents - referto documents issued 
by the Procuring Entity as the basis for Bids, furnishing 
all information necessary for a prospective bidder to 
prepare a bid for the Goods, Infrastructure Projects, and 
Consulting Services to be provided.

d) Bid - refers to a signed offer or proposal 
submitted by a supplier, manufacturer, distributor, 
contractor or consultant in response to the Bidding 
Documents.

!
e) Competitive Bidding - refers to a method of 

procurement which is open to participation by any 
interested party and which consists of the following 
processes: advertisement, pre-bid conference, eligibility 
screening of prospective bidders, receipt and opening of 
bids, evaluation ofbids, post-qualification, andawardof 
contract, the specific requirements and mechanics of 
which shall be defined in the IRR to be promulgated 
under this Act.

f) Consulting Services - refer to services for 
Infrastructure Projects and other types of projects or 
activities of the Government requiring adequate external 
technical and professional expertise that are beyond the 
capability and/orcapacity of the government to undertake 
such as, but not limited to-:- (i) advisory and review 
services; (ii) pre-investment or feasibility studies; (iii) 
design; (iv) construction supervision; (v) management 
and related services; and (vi) other technical services or 
special studies.

g) G-EPS - refers to the Government Electronic 
Procurement System as provided in Sec. 8 of this Act.

h) Goods - refer toallitems, supplies, materialsand 
general support services, except consulting services 
and infrastructure projects, which may be needed in the 
transaction of public businesses or in the pursuit of any 
government undertaking, project or activity, whether in 
the nature of equipment, furniture, stationery, materials 
for construction, or personal property of any kind, 
including non-personal or contractual services such as 
the repair and maintenance of equipment and furniture, 
as well as trucking, hauling, janitofial, security, and 
related or analogous services, as well as procurement of

for such services.

i) GPPB - refers to the Government Procurement 
Policy Board established in accordance with Article XX 
of this Act .

j) Head of the Procuring Entity - refers to: (i) the 
head of the agency or his duly authorized official, for 
national government agencies; (ii) the governing board 
or its duly authorized official, for government-owned 
and/or controlled corporations; or (iii) the local chief 
executive, for local government units. Provided, That in 
a department, office or agency where the procurement is 
decentralized, the Head of each decentralized unit shall 
be considered as the Head of the Procuring Entity 
subject to the limitations and authority delegated by the 
head of the department, officer or agency.

k) Infrastructure Projects. - include thcconstruction, 
improvement, rehabilitation, demolition, repair, 
restoration or maintenance of roads and bridges, rail­
ways, airports, seaports, communication facilities, civil 
works components of information technology 
projects, irrigation, flood control and drainage, water 
supply, sanitation, sewerage and solid waste manage­
ment systems, shore protection, energy/power and 
electrification facilities, national buildings, school 
buildings, hospital buildings, and other related 
construction projects of the government.

l) IRR - refer to the implementing rules and 
regulations to bepromulgatedinaccordance with Sec. 75 
of this Act.

m) Portal -refers to awebsitethataggregatesawide 
variety of content for the purposes of attracting a large 
number of users.
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n) Procurement - refers to the acquisition of 
Goods, Consulting Services, and the contracting for 
Infrastructure Projects by the Procuring Entity. 
Procurement shall also include the lease of goods and 
real estate. With respect to real property, its procurement

8974, entitled “An Act to Facilitate the Acquisition of

Infrastructure projects and for Other Purposes”, and 
other applicable laws, rules and regulations.

0) Procuring Entity - refers to any branch, 
department, office, agency, or instrumentality of the 
government, including state universities and colleges, 
government-owned and/or controlled corporations, 
government financial institutions, and local govermnent 
units procuring Goods, Consulting Services and 
Infrastructure Projects.

SEC. 6. Standardization of Procurement Process 
and Forms. - To systematize the procurement process, 
avoid confusion and ensure transparency, the 
procurement process, including the forms to be used, 
shall be standardized insofar as practicable.

For this purpose, the GPPB shall pursue the 
development of generic procurement manuals and 
standard bidding forms, the use of which once issued 
shall be mandatory upon all Procuring Entities.

ARTICLE II 
ProcurcmentPlanning

SEC. 7. Procurement Planning and Budgeting 
Linkage. - All procurement should be within the 
approved budget of the Procuring Entity and should be 
meticulously and judiciously planned by the Procuring 
Entity concerned. Consistent with government fiscal 
discipline measures, only those considered crucial to the 
efficient discharge of governmental functions shall be 
includedin the Annual ProcurementPlantobe specified 
intheIRR.

No government Procurement shall be undertaken 
unless it is in accordance with the approved Annual 
Procurement Plan of the Procuring Entity. The Annual 
Procurement Pl^n cfiall Hp onnrmrp/i Kxr Tj,An.4 .^47

Procuring Entity and must be consistent with its duly 
approved yearly budget. The Annual Procurement 
Plan shall be formulated and revised only in accordance 
with the guidelines set forth in the IRR. In the case 
of Mrastructure Projects, the Plan shall include 
engineering design and acquisition of right-of-way.
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ARTICLE m
Procurement by Electronic Means

SEC. Procurement by Electronic Means. - To 
promote fransparency and efficiency, information and 
communications technology shall be utilized in the 
conduct of procurementprocedures. Accordingly, there 
shall be a single portal that shall serve as the primary 
source of information on all government procurement. 
The G-EPS shall serve as the primaty and definitive 
source of information on government procurement. 
Further, the GPPB is authorized to approve rhangpc in 
the procurement process to adapt to improvements in 
modem technology, provided that such modifications 
are consistent with the provisions of Sec. 3 of this Act.

To take advantage of the significant built-in 
efficiencies of the G-EPS and the volume discounts 
inherent in bulk purchasing, all ProcuringEntities shall 
utilize the G-EPSfortheprocurementofcommon supplies 
in accordance with the rules and procedures to be 
establishedby the GPPB. With regard to thcprocuiement 
of non-common use items, infrastructure projects and 
consulting services, agencies may hire service providers 
to undertake their electronic procurement provided these

the GPPB,

SEC. 9. Security, Integrity and Confidentiality. - 
The GrEPS shall ensure the security, integrity and 
confidentiality of documents submitted through the 
system. It shall include a feature that provides for an 
audit trail for on-line transactions and allow the 
Commission on Audit toverifythe security and integrity 
of the systems at any time.

ARTICLE IV 
Competitive Bidding

SEC. 10. Competitive Bidding. - All Procurement 
shall be done through Competitive Bidding, except as 
provided for in Article XVI of this Act.

ARTICLE V
Bids and Awards Committee

SEC. 11. The BAC and its Composition. - Each 
procuring entity shall establish a single BAC for its 
procurement. The BAC shall have at least five (5) 
members, but not more than seven (7) members. It 
shall be chaired by at least a third ranking permanent 
official of the procuring entity other than its head, and 
its composition shall be specified by the IRR.
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Alternatively, as may be deemed fit by the head of the 
procuring entity, there may be separate BACs where the

so warrant. Similar BACs for decentralized and lower

the head of the procuring entity. The members of the 
BAC shall be designated by the Head of Procuring 
Entity. However, in nocase shall theapprovingauthority 
be a member of the B AC.

Unless sooner removed for a cause, the members of 
the BAC shall have a fixed term of one (I) year 
reckonedfromthedate of appointment, renewableatthe 
discretion of the Head of the Procuring Entity. In case 
of resignation, retirement, separation, transfer, re­
assignment, removal, the replacement shall serve only 
for the unexpired term; Provided, That in case of leave 
or suspension, the replacement shall serve only for the 
duration of the leave or suspension. For justifiable 
causes, a member shall be suspended or removed by the 
head of the Procuring Entity.

SEC. 12. Functions of the BAC. - The BAC shall 
have the following functions; advertise and/or post the 
invitation to bid, conduct pre-procurement and pre-bid 
conferences, determine the eligibility of prospective 
bidders, receive bids, conduct the evaluation of bids, 
undertake post-qualification proceedings, recommend 
awardof contracts to the Head of the Procuring Entity or 
his duly authorized representative; Provided, That in 
the event the Head of the Procuring Entity shall 
disapprove such recommendation, such disapproval 
shall be based only on valid, reasonable and justifiable 
grounds to be expressed in writing, copy furnished the 
BAC; recommend the imposition of sanctions in 
accordance with Article XXIII, and perform such other 
related functions as may be necessary, including the 
creation of a Technical Working Group from a pool of 
teclmical, financial and/or legal experts to assist in the 
procurement process.

In proper cases, the B AC shall also recommend to 
the Head of the Procuring Entity the use of Alternative 
Methods of Procurement as provided for in Article 
XVI hereof

procuring Entity abides by the standards set forth by this 
Act and the IRR, and it shall prepare a procurement

by the Head of the procuring Entity to the GPPB on a 
semestral basis. The contents and coverage of this 
report shall be provided in the IRR.

SEC. 13. Observers. - To enhance the transpa­
rency of the process, the BAC shall, in all stages of the 
procurement process, invite, in addition to the

(2) observers to sit in its proceedings, one (1) from a 
duly recogiuzed private group in a sector or discipline 
relevant to the procurement at hand, and the other from 
a non-government organization; Provided, however. 
That they do not have any direct or indirect interest in 
the contract to be bid out. The observers should be 
duly registered with the Securities and Exchange 
Commission and should meet the criteria for observers 
as set forth in the IRR.

SEC. 14. BAC Secretariat. - To assist the BAC in 
the conduct of its functions, the Head of the Procuring

support unit of the BAC. The Head of the Procuring 
Entity may also designate an existing orgaiuc office 
within the agency to serve as the Secretariat.

SEC. 15. Honoraria of BAC Members. - The 
Procuring Entity may grant payment of honoraria to the 
BAC members in an amount not to exceed twenty five 
percent (25%) of their respective basic monthly salary 
subject to availability of funds. For this purpose, the 
Department of Budget and Management (DBM) shall 
promulgate the necesaiy guidelines.

SEC. 16. Professionalization of BAC, BAC 
Secretariat and Technical Working Group Merribers. - 
The GPPB shall establish a sustained training 
program for developing the capacity of the BACs, 
BAC Secretariat and Technical Working Groups of 
Procuring Entites, and professionalize the same.

ARTICLE VI
Preparation of Bidding Documents

SEC. 17. Form andContents of Bidding Documents. 
- The Bidding Documents shall be prepared by the 
Procuring Entity following the Standard forms and 
manuals prescribed by the GPPB. TheBiddingDocuments 
shall include thefollowing;

a) Approved Budget for the Contract;

b) Instructions to Bidders, including criteria for 
eligibility, bid evaluationand post-qualification, as well 
as the date, time and place of the pre-bid Conference 
(where applicable), subntission of bids and opening of 
bids;
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c) Terms of Reference;

d) Eligibility Requirements;
e) Plans and Technical Specifications;

f) Form ofBid, Price Form, andList of Goods or Bill 
of Quantities;

g) Delivery Time or Completion Schedule;

h) Form and Amount of Bid Security;

i) Form and Amount of Performance Security and 
Warranty; and

j) Form of Contract, and General and Special 
Conditions of Contract.

The Procuring Entity may require additional 
document requirements or specifications necessary to 
complete the information required for the bidders to 
prepare and submit their respective bids.

SEC. 18. Reference to Brand Names. - Specification

characteristics and/or performance requirements. 
Reference to brand names shall not be allowed.

SEC. \9. Access to Information. - In all stages of the 
preparation of the Bidding Documents, the Procuring 
Entity shall ensure equal access to information. Prior to 
their official release, no aspect oftheBiddingDocuments 
shall be divulged or released to any prospective bidder

to be procured.

ARTICLE Vn 
Invitation to Bid

SEC. 20. Pre-Procurement Conference. - Priorto 
the issuance of the Invitation to Bid, the B AC is mandated
t.w wviluwvAtwW'Vii vaViiCUiU vVCl^

procurement, except those contracts below a certain 
level or amount specified in the IRR in which case, the 
holding of the same is optional.

The pre-procurement conference shall assess the 
readiness of the procurement in terms of confirming 
the certification of availability of funds, as well as 
reviewing all relevant documents in relation to their 
adherence to law. This shall be attendedby the B AC, the 
unit or officials who prepared the bidding documents 
and the draft Invitation to Bid, as well as consultants 
hired by the agency concerned and the representative of 
the end-user.

SEC. 21. Advertising and Contents of the Invitation 
to Bid. - In line with the principle of transparency and 
competitiveness, all Invitation to Bid for contracts under

Entity insuchmannerandfor such length of time as may 
be necessary under the circumstances, in order toensure 
the widest possible dissemination thereof, such as, but 
not limited to, posting in the ProcuiingEntity's premises, 
in newspapers of general circulation, the G-EPS and the 
website oftheProcuringEntity, if available. The details 
and mechanics of implementation shall be provided in 
the IRR to be promulgated under this Act.

The Invitation to Bid shall contain, among others:

a) A brief description of the subject matter of the 
Procurement;

b) A general statement on the criteria to be used by 
the Procuring Entity for the eligibility check, the short 
listingofprospectivebidders, incase of the Procurement 
of Consulting Services, the examination and evaluation 
of Bids, and post-qualification;

c) The date, time and place of the deadline for the

thepre-bid conference if any, the submission and receipt 
of bids, and the opening of bids;

d) The Approved Budget for the Contract to be bid;

e) The source of funds;

f) The period of availability of the Bidding 
Documents, and the place where these may be secured;

g) The contract duration; and

h) Such other necessary information deemed 
relevant by the Procuring Entity.

SEC. 22. Pre-bid Conference. - Atleastonepre-bid 
conference shall be conducted for each procurement, 
unless otherwise provided in the IRR. Subject to the 
approval of the B AC, a pre-bid conference may also be 
conducted upon the written request of any prospective 
bidder.

The pre-bid conference(s) shall be held within a

to allow prospective bidders to adequately prepare their 
bids, which shall be specified in the IRR.
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ARTICLE Vm 
Receipt and Opening of Bids

SEC. 23. Eligibility Requirements for the 
Procurement of Goods and Infrastructure Projects. - 
The BAC or, under special circumstances specified in 
the IRR, its duly designated organic office shall deter­
mine the eligibility of prospective bidders for the 
procurement of Goods and Infrastructure Projects, based 
on the bidders' compliance with the eligibility 
requirements within the period setforth in the Invitation 
toBid. The eligibility requirements shall provide for fair 
and equal access to all prospective bidders. The 
documents submitted in satisfaction of the eligibility 
requirements shall be made under oath by the prospec­
tive bidder or by his duly authorized representative

the completeness and authenticity of the documents 
submitted.

A prospective bidder may be allowed to submit his 
eligibility requirements electronically. However, said 
bidder shall later on certify under oath as to correctness 
of the statements made and the completeness and 
authenticity of the documents submitted.

SEC. 24. Eligibility Requirements and Short 
Listing for Consulting Services. - The eligibility of 
prospective bidders for the Procurement of Consul­
ting Services shall be determined by their compliance 
with the eligibility requirements prescribed for the 
Competitive Bidding concerned, within the period 
stated in the Invitation to Bid. The eligibility require­
ments shall provide for fair and equal access to all 
prospectivebidders. The prospective bidder shall certify 
under oath as to the correctness of the statements made.

submitted.

eligibility requirements electronically. However, Said

of the statements made and the completeness and 
authenticity of the documents submitted.

The eligible prospective bidders shall then be 
evaluated using numerical ratings on the basis of 
the short listing requirements prescribed for the 
Competitive Bidding concerned, within the period 
stated in the Invitation to Bid to determine the short 
list of bidders who shall be allowed to submit their 
respective bids.

SEC. 25. Submission and Receipt of Bids. - Abid 
shall have two components, namely the technical and

envelopes, and which shall be submitted simultaneously. 
The bids shall be received by the BAC on such date, time 
and place specified in the invitation tobid. The deadline 
for the receipt of bids shall be fixed by the BAC, giving 
it sufficient time to study and prepare their bids. The 
deadline shall also consider the urgency of the 
procurement involved.

Bids submitted after the deadline shall not be 
accepted.

Notwithstanding the provisions of this Section 
and Sec. 26 of this Act, the GPPB may prescribe inno­
vative procedures for the submission, receipt and open­
ing of bids through the G-EPS.

SEC. 26. Modification and WithdrawalofBids. - A 
bidder may modify his bid, provided that this is done 
before the deadline for the receipt of bids. The 
modification shall be submitted in a sealed envelope 
duly identified as a modification of the original bid and 
stamped received by the BAC.

A bidder may , through a letter, withdraw his bid or 
express his intention not to participate in the bidding 
before the deadline for the receipt of bids. In such case, 
he shall no longer be allowed to submit another Bid for 
the same contract either directly or indirectly.

SEC. 27. BidSecurity. - AllBids shall be accompa­
nied by a Bid security, which shall serve as a guarantee 
that, after receipt of the Notice Award, the winning 
bidder shall enter into contract with the Procuring 
Entity within the stipulated time and furnish the 
required performance security. The specific amounts

in the IRR.

SEC. 28. BidValidity. - BidsandBidsecuiities shall 
be valid for such reasonable period of time indicated in 
the Bidding Documents. The duration for each

in

SEC. 29. Bid Opening. - The BAC shall publicly 
open all bids at the time, date, and place specified in the 
bidding documents. The minutes of the bid opening 
shall be made available to the public upon written 
request and payment of a specified fee.
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ARTICLE DC 
Bid Evaluation

SEC. 30. Preliminary Examination of Bids. - Prior 
to Bid evaluation, the B AC shall examine first the tech­
nical components of thebids using “pass/fail” criteria to 
determine whether all required documents are present. 
Only bids that are determined to contain all the bid 
requirements of the technical component shall be

component.

SEC. 31, Ceilingfor Bid Prices. - The ABC shall be 
theupperhmitorceilingfortheBidprices. Bidpricesthat 
exceed this ceiling shall be disqualified outright from 
further participating in the bidding. There shall be no 
lower limit to the amount of the award.

SEC. 32. Bids for the Procurement of Goods and 
Infrastructure Projects. - For the procurement of Goods 
and Infrastructure Projects, the BAC shall evaluate the 
financial component of the bids. The bids that passed

to highest in terms of their corresponding calculated 
prices. The bid with the lowest calculated price shall be 
referred to as the “Lowest Calculated Bid.”

SEC. 3 3. Bid Evaluation ofShort Listed Biddersfor 
ConsultingServices. - FortheProcuremcnt of Consulting 
Services, the Bids of the short listed bidders shall be 
evaluated and ranked using numerical ratings in 
accordance with the evaluation criteria stated in the 
Bidding Documents, which shall include factors such as, 
but not limited to, experience, performance, quality of 
personnel, price and methodology. The Bids shall be 
ranked from highest to lowest in terms of their 
corresponding calculated ratings. The Bid with the 
highest calculated rating shall be the “Highest Rated 
Bid.” AfterapprovalbytheHeadoftheProcuringEntily 
of the Highest Rated Bid, the BAC shall invite the bidder 
concerned for negotiation and/or clarification on the 
following items : financial proposal submitted by the 
bidder, terms of reference, scope of services, 
methodology and work program, personnel to be 
assigned to the job, services/facilities/data tobe provided 
by the Procuring Entity concerned, and provisions of the 
contract. When negotiations with thefirst-in-rankbidder 
fails, the financial proposal of the second rank bidder 
shall be opened for negotiations: Provided, That the

as the basis for negotiations and the total contract 
amount shall not exceed the amount indicated in the

envelope and the ABC. Whenever necessary, the same 
process shall be repeated until the bid is awarded to the 
winningbidder.

ARTICLE X 
Post-Qualification

SEC. 34. Objective and Process of Post- 
qualification. - Post-qualification is the stage where the 
bidder with the Lowest Calculated Bid, in the case of 
Goods and Infrastructure Projects, or the Highest 
Rated Bid, in the case of Consulting Services, under-

all the requirements and conditions as specified in the 
Bidding Documents.

If the bidder with the Lowest Calculated Bid or 
Highest Rated Bid passes all the criteria for post- 
qualification, his Bid shall be considered the “Lowest 
Calculated Responsive Bid,” in the ease of Goods 
and Infrastructure or the “Highest Rated Responsive 
Bid,” in the case of Consulting Services. However, if a

he shall be “post-disqualified” and the BAC shall conduct 
the post-qualification on the bidder with the second 
Lowest CalculatedBidorHighcstRatcdBid. If the bidder

Bid is post-disqualified, the same procedure shall be

Highest Rated Responsive Bid is finally determined.

In all cases, the contract shall be awarded only to the 
bidder with the Lowest Calculated Responsive Bid or 
Highest Rated Responsive Bid.

SEC. 35. FailureofBidding. - There shall be a failure 
of bidding if:

a) No bids are received;

b) No bid qualifies as the Lowest Calculated 
Responsive Bid or Highest Rated Responsive Bid; or

c) Whenever the bidder with the highest rated/ 
lowest calculated responsive bid refuses. Without 
justifiable cause to accept the award of contract, as the 
case may be.

Under any of the above instances, the contract 
shall be re-advertised and re-bid. The BAC shall 
observe the same process and set the new periods 
according to the same rules followed during the first 
bidding. After the second failed bidding, however, the
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BAC may resort to negotiated procurement as provided 
forin Section 53 of this Act.

SEC. 36. Single Calculated/RatedandResponsive 
Bid Submission. - A single calculated/rated and 
responsive bid shall be considered for award if it falls 
under any of the following circumstances;

a) If after advertisement, -only one prospective 
bidder submits a Letter of Intent and/or applies for 
eligibility check, and meets the eligibility requirements or

. criteria, after which it submits abid, whichis found to be 
responsive to the bidding requirements;

b) If after the advertisement, more than one 
prospective bidder applies for eligibility check, but only

to the bidding requirements; or

meets the eligibility requirements, but only one bidder 
submits a bid, and its bid is foimdtobe responsive to the 
bidding requirements.

In all instances, the Procuring Entity shall ensure

price for the Government.

ARTICLE XI
Award, Implementationand Termination 

of the Contract

SEC. 37. Notice and Execution of Award. - Within 
a period not exceeding fifteen (15) calendar days from 
the determination and declaration by the BAC of the 
Lowest Calculated Responsive Bid or Highest Rated 
Responsive Bid, and the recommendat ion of the award, 
the Head of the Procuring Entity or his duly authorized 
representative shall approve or disapprove the said 
recommendation. In case of approval, the Head of the 
Procuring Entity or his duly authorized representative

with the Lowest Calculated Responsive Bid or Highest 
Rated Responsive Bid.

Within ten (10) calendar days from receipt of the 
Notice of Award, the wiiming bidder shall formally 
enter into contract with the Procuring Entity. When 
further approval of higher authority is required, the 
approving authority for the contract shall be given a 
maximum of twenty (20) calendar days to approve or 
disapprove it.

In case of government owned and/or controlled 
corporations, the concerned board shall take action on 
the saidreoommendation within thirty(30)calendar days 
from receipt thereof.

The Procuring Entity shall issue the Notice to 
Proceed to the winning bidder not later than seven (7) 
calendar days from the date of approval of the contract 
bytheappropriateauthority. Allnoticescalledforbythe

receipt thereof by the contractor.

SEC. 38. PeriodofActiononProcurementActivities.

or a shorter period to be determined by the procuring 
entity concerned. Without prejudice to the provisions 
of the preceding section, the different procurement

to be specified in the nUl.

If no action on the contract is taken by the head of 
the procuring entity, or by his duly authorized 
representative, or by the concerned board, in the case of 
government owned and/or controlled corporations, 
within theperiodsspecifiedintheprecedingparagraph, 
the contract concerned shall be deemed approved.

SEC. 39. Performance Security. - Prior to the 
signing of the contract, the winning bidder shall, as a

compliance with his obligations under the contract
s,be

amount as specified in the Bidding Documents.

SEC. 40. Failure to Enter into Contract and Post 
Performance Security. - If, for justifiable causes, the 
bidder with the Lowest Calculated Responsive Bid or 
Highest Rated Responsive Bid fails, refuses or is other­
wise unable to enter into contract with the Procuring 
Entity, or if the bidder fails to post the required perfor­
mance security within the period stipulated in the 
Bidding Documents, the BAC shall disqualify the said 
bidder and shall undertake post-qualification for the 
next-ranked Lowest CalculatedBid or HighestRatedBid. 
This procedure shall be repeated until an award is made. 
However, if no award is possible, the contract shall be 
subjected to a new bidding.

In the case of a failure to post the required 
performance security, the bid security shall be forfeited
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without prejudice to the imposition of sanctions 
prescribed under Article XXIII.

SEC. 41, Reservation ClcMse. - The Head of the 
Agency reserves the right to reject any and all Bids, 
declare a failure of bidding, or not award the contract in 
the following situations:

a) If there is prima facie evidence of collusion 
between appropriate public officers or employees of 
the Procuring Entity, or between the B AC and any of 
the bidders, or if the collusion is between or among the 
bidders themselves, or between a bidder and a third 
party, including any act which restricts, suppresses or 
nullifies or tends to restrict, suppress or nullify 
competition;

prescribed bidding procedures; or

the award of the contract will not redound to the benefit 
of the government as defined in the IRR.

SEC. 42. ContractlmplementationandTermination.

termination of contracts awarded pursuant to the
1. The

special conditions for contracts.

ARTICLE Xn
Domestic andForeign Procurement

SEC. 43. Procurement of Domestic andForeign 
Goods. - Consistent with the country's obligations 
under international treaties or agreements. Goods 
may be obtained from domestic or foreign sources and 
the procurement thereof shall be open to all eligible 
suppliers, manufacturers and distributors. However, in 
the interest of availability, efficiency and timely delivery 
of Goods, the ProcuringEntity may give preferenceto the

goods, 
desired quality.

or

ARTICLE Xffl
Bidding of Provincial Projects

SEC. 44. Bidding of Provincial Projects. - Priority 
programs and infrastructure projects fiuided out of the

784

to the same public bidding and to the procurement 
processes prescribed under this Act. For purposes of 
this Article, Engineering District civil works projects.

Congress, are included and subsumed in the term 
“provincial projects” and shall be governed by this See. 
and Sec. 45 hereof

SEC. 45. Provincial Bidders. - Withinfive(5)years 
from the effectivity of this Act, a contractor who

and infrastructure projects, whose principal office is 
within the same province, and who submits the lowest 
bid among the provincial bidders which is higher than

to match the bid made by the latter: Provided, however, 
That the release of fimds for said projects shall be

and the website of the DBM, the mechanisms of which 
shal be spelled-out in the IRR.

ARTICLE XIV
Lease of Computers, Commimications, Information 

and Other Equipment

SEC. 46. Lease Contracts. - Lease of construction 
and office equipment including computers.

are subject to the same public bidding and to the 
processes prescribed under this Act.

ARTICLE XV 
Disclosure of Relations

SEC. 47. Disclosure of Relations. - In addition to 
the proposed contents of the Invitation to Bid as 
mentioned under Section 21 of this Act, all bidding 
documents shall be accompanied by a sworn affidavit 
of the bidder that he or she or any officer of their 
corporation is not related to the Head of the Procuring 
Entity by consanguinity or affinity up to the third civil 
degree. Failure to comply with the aforementioned 
provision shall be a ground for the automatic 
disqualification of the bid in consonance with Sec. 30 of 
this Act.

ARTICLE XVI
Alternative Methods of Procurement

SEC. 48, Alternative Methods. - Subjeettotheprior 
approval of the head of the Procuring Entity or his duly 
authorized representative, and whenever justified by
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the conditions provided in this Act, the Procuring 
Entity may, in order to promote economy and efficiency, 
resort to any of the following alternative methods of 
Procurement.

a)

b)

Limited Source Bidding, otherwise known as 
Selective Bidding - a method of Procuremetat that 
involves direct invitation to bid by the Procuring 
Entity from a set of pre-selected suppliers of 
consultants with known experience and proven 
capability relative to the requirements ofa particular 
contract;

Direct Contracting, otherwise known as Single 
Source Procurement - a method of Procurement

c)

d)

because the supplier is simply asked to submit a 
pricequotation or apro-forma invoice together with 
the conditions of sale, which offer may be accepted 
immediately or after some negotiations;

Repeat Order - a method of Procurement that 
involves a direct Procurement of Goods from the 
previous winning bidder, whenever there is a need 
to replenish Goods procured imder a contract 
previously awarded through Competitive Bidding;

Shopping — a method of Procurement whereby 
the Procuring Entity simply requests for the

e)

off-the-shelf Goods or ordinary/regular equipment 
to be procured directly from suppliers of known 
qualification; or

Negotiated Procurement - amethodofProcurement 
that may be resorted under the extraordinary 
circumstances providedfor in Sec. 53 ofthis Actand 
other instances that shall be specified in the IRR, 
whereby the Procuring Entity directly negotiates a 
contract with a technically, legally and financially 
capable supplier, contractor or consultant.

In all instances, the Procuring Entity shall ensure 
that the most advantageous price for the Government 
is obtained.

SEC. 49. Limited Source Bidding. - Limited Source 
Bidding maybe resorted to only in any of the following 
conditions:

a) Procurement of highly specialized types of 
Goods and Consulting Services which are known to be 
obtainable only from a limited number of sources; or

is deemed advantageous to limit the bidding to known 
eligible bidders in order to maintain an optimum and

a whole.

SEC. 50. Direct Contracting. - Direct Contractihg

a) Procurement of Goods of proprietary nature.

i. e. when patents, trade secrets and copyrights prohibit 
others from manufacturing the same item;

b) When the Procurement of critical components 
from a specific manufacturer, supplier of distributor is a

project performance, in accordance with the provisions 
of his contract; or

c) Those sold by an exclusive dealer or manufac­
turer, which does not have sub-dealers selling at lower 
prices and for which no suitable substitute can be

SEC. 51. Repeat Order, - Whenprovided for in the 
AimualProcurementPlan, RepeatOrder maybe allowed 
wherein the Procuring Entity directly procures Goods 
from the previous winning bidder whenever there arises 
a need to replenish goods procured under a contract 
previously awarded through Competitive Bidding, 
subject to post-qualification process prescribed in the 
Bidding Documents and provided all the following 
conditions are present:

a) Theunitpricemustbeequal toor lowerthan that 
provided in the original contract;

b) The repeat order does not result in splitting of 
requisitions or purchase orders;

c) Except in Special circumstances defined in the 
IRR, the repeat order shall be availed of only within six

from the original contract; and,

d) The repeat order shall not exceed twenty-five 
percent (25%) of the quantity Of each item of the original 
contract.

SEC. 52. Shopping. - Shopping maybe resorted to 
under any of the following instances:
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a) When there is an unforeseen contingency 
requiring immediatepurchase: Provided, however. That 
the amount shall not exceed Fifty Thousand Pesos 
(P50,000.00); (jr

Thousand Pesos (P250,000.00): Provided, however. 
That the Procurement does not result in Splitting of 
Contracts; Provided,further. That atleast three (3) price

The above amounts shall be subject to a periodic 
reviewby the GPPB. For this pmpose, the GPPB shall be 
authorized to increase or decrease the said amount in 
order to reflect changes in economic conditions and for 
other justifiable reasons.

SEC. 53. Negotiated Procurement. - Negotiated 
Procurement shall be allowed only in the following 
instances:

a) In cases of two failed biddings, as provided in 
Sec. 35 hereof;

b) In case of imminent danger to life or property 
duringa state of calamity, or when time is of the essence 
arising from natural or man-made calamities or other 
causes where immediate action is necessary to prevent 
damage to or loss of life or property, or to restore 
vital public services, infrastructure facilities and other 
pubUc utilities;

c) Take-over of contracts, which have been 
rescinded or terminated for causes provided for in the 
contract and existing laws, where immediate action is

or to restore vital pubUc services, infrastructure facilities 
and Other public utilities;

d) Where the subject contract is adjacent or 
contiguous to an on-going infrastructure project, as 
defined in theIRR; Provided, however.Thatthe original 
contract is the result of a Competitive Bidding; the 
subject contract to be negotiated has similar or related 
scopes of work; it is within the contracting capacity of 
the contractor, the contractor uses the same prices or 
lower unit prices as in the original contract less 
mobilization cost; the amount involved does not exceed 
the amount of the ongoing project; and, the contractor 
has no negative slippage: Provided, further. That 
negotiations for the procurement are commenced

before the expiry of the original contract. Whenever 
applicable, this principle shall also govern consultancy 
contracts, where the consultants have unique experience 
and expertise to deliver the required service; of

e) Subject to the guideliens specified in the IRR, 
purchases of Goods from another agency of the 
Government, such as the Procurement Service of the 
DBM, whichistaskedwithacentralized  procurement of 
commonly used Goodsforthe government inaccordance 
with Letters of Instruction No. 755 andExecutive Order 
No. 359, series of1989.

SEC. 54. Terms and Conditions for the use of 
A ltemativeMethods. - The specific termsand conditions, 
including the limitations and restrictions, for the

in this Article shall be specified in the IRR.

ARTICLE XVn 
Protest Mechanism

SEC. 55. Protests on Decisions of the BAC. - 
Decisions of the B AC in all stages of procurement may

be in writing. Decisions of the BACmaybeprotestedby 
filing a certified position paper and paying a non- 
refimdableprotestfee. Theamountoftheprotestfeeand

resolved shall be specified in the IRR.

SEC. 56. Resolution of Protests. - Theprotests shall 
be resolved strictly on the basis of records of the 
BAC. Up to a certain amount to be specified in the

shallbe final.

SEC. 57. Non-interruption of the Bidding 
Process. - In no case shall any protest taken from any 
decision treated in this Article stay or delay the bidding 
process. Protests must first be resolved before any 
awardismadc.

SEC. 58. Report to Regular Courts; Certiorari. - 
Court action may be resorted to only after the protests

Cases that are filed in violation of the process specified

decisions of the head of the procuring entity. Court 
actions shall be governed by Rule 65 of the 1997 Rules 
of Civil Procedure.

786



Wednesday, December 18, 2002 RECORD OF THE SENATE Full Text of Conf. Cttee. 
Report on H. No. 4S09/S. No. 2248

This provision is without prejudice to any law

issue temporary restraining orders and injunctions 
relating to Infrastructure Projects of Government.

ARTICLE XVm 
Settlement of Disputes

SEC. 59. Arbitration. - Any and alldisputes arising 
from the implementation of a contract covered by this 
Act shall be submitted to arbitration in the Philippines 
according to the provisions of Republic Act No. 876, 
otherwise known as the “Arbitration Law”: Provided, 
however. That, disputes that are within the competence

resolve shal be referred thereto. The process of arbitration 
shall be incorporated as a provision in the contract that 
will be executed pursuant to the provisions of this Act: 
Provided, That by mutual agreement, the parties may

resolution.

SEC. 60. Appeals. - The arbitral award and any

Court of Appeals. The petition shall raise pure questions 
of law and shall be governed by the Rules of Court.

ARTICLE XIX
Contract Prices and Warranties

SEC. 61. Contract Prices. - For the given scope of 
work in the contract as awarded, all bid prices shall be 
considered as fixed prices, and therefore not subject to

under extraordinary circumstances and upon prior 
approval oftheGPPB.

For purposes of this Section, “extraordinary 
circumstances” shall refer to events that may be

Authority in accordance with the Civil Code of the 
Philippines, and upon recommendation of the procuring 
entity concerned.

SEC. 62. Warranty. - (a) For the procurement of 
Goods, in order to assure that manufacturing defects 
shall be corrected by the supplier, manufacturer, or 
distributor, as the case may be, for a specific time after 
performance of the contract, a warranty shall be required

be provided in the IRR, the obligation for which shall be

covered by either retention money in the amount 
equivalent to a percentage of every progress payment, 
or a special bank guarantee equivalent to a percentage 
of the total contract price, tobeprovided in the IRR. The

warranty period, provided that the Goods supplied are 
free from defects and all the conditions imposed under 
the contract have been fully met.

(b) For the procurement of infrastructure projects, 
the contractor shall assume full responsibility for the 
contract work from the time project construction 
commenced up to a reasonable period as defined in the

the project from its final acceptance by the government 
and shall be held responsible for any damage or 
construction of works except those occasioned \syforce 
majeure. The contractor shall befully responsibleforthc 
safety, protection, security, and convenience of his 
personnel, third parties, and the public at large, as well 
as the works, equipment, installation and the like to be 
affected by his construction work and shall be required 
to put up a warranty security in the form of cash, bank 
guarantee, letter of credit, GovemmentService Insurance 
System bond, or callable surety bond.

The contractor shall rmdertake the repair works, at 
his own expense, of any defect or damage to the

the Head of the Procuring Entity has issued an order to 
undertake repair. In case of failure or refusal to comply 
with this mandate, the government shall undertake such

of expenses incurred therein upon demand.

Any contractor who fails to comply with the 
preceding paragraph shall suffer perpetual 
disqualification from participatingin any publicbidding 
and his property or properties shal be subject to 
attachment or garnishment proceedings to recover the 
costs. All payables of government in his havor be offset 
to recover the costs.

ARTICLE XX
The Government Procurement Policy Board

SEC. 63. Organization and Functions. - A 
Government Procurement Pohey Board (GPPB) is hereby 
established to: (a) protect national interest in all matters 
affecting public Procurement, having due regard to the 
country's regional and international obligations; (b'
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formulate andamend, whenever necessary* theIRRand 
the corresponding standard forms for Procurement;(c) 
ensure that Procuring Entities regularly conduct 
Procurement training programs and prepare a 
Procurement operations manual for all offices and 
agencies of government; and (d) conduct an aimual 
review of the effectiveness of this Act and recommend 
any amendments thereto, as may be necessary.

The GPPB shall’convene within fifteen (15) days 
from the effectivity of this Act to formulate the IRR and 
for otherrelatedpurposes. The GPPB shallbe supported 
by a technical support office.

In addition to the powers granted under this Act, 
the GPPB shall absorb all the powers, functions and 
responsibilitiesoftheProcurementPolicy Board created 
under Executive Order No. 359, series of 1989. All 
affected functions of the Infrastructure Committee of the

are hereby transferred to the GPPB.

SEC. 64. Membership. - The GPPB shall be

and Management, as Chairman, the Director-General of 
the National Economic and Development Authority, as 
Alternate Chairman, with the following as Members; the 
Secretaries of the Departments of Public Works and 
Highways, Finance, Trade and Industry, Health, National 
Defense, Education, Interior and Local Government, 
Science and Technology, Transportation and 
Communications, and Energy, or their duly authorized 
representatives and a representative from the private 
sector to be appointed by the President upon the 
resommendatipn of the GPPB . The GPPB may invite a 
representative from the Commission on Audit to serve as 
a resource person.

ARTICLE XXI 
Penal Clause

SEC. 65. Offenses and Penalties. - (a) Without 
prejudice to the provisions of Republic Act No. 
3019, otherwise known as the “Anti-Graft and Corrupt 
Practices Act” and other penal laws, public officers 
who commit any of the following acts shall suffer the 
penalty of imprisonment of not less than six (6) years and 
one (1) day, but not more than fifteen (15) years;

1. Open any sealed Bid including but not limited to 
Bids that may have been submitted through the electro­
nic system and any and all documents required to be

sealed or divulging their contents, prior to the appointed 
time for the public opening of Bids or other documents.

2. Delaying, wihtout justifiable cause, the screen­
ing for eligibility, opening of bids, evaluation and 
post evaluation of bids, and awarding of contracts 
beyond the prescribed periods of action provided for 
in the IRR.

3. Unduly influencing or exerting undue pressure 
on any member of the B AC or any officer or employee of 
the procuring entity to take a particular action which 
favors, or tends to favor a particular bidder.

, 4.
purchase limits and competitive bidding.

5. When the head of the agency abuses the exer-

under Sec. 41 of this Act with manifest preference to 
any bidder who is closely related to him in accordance 
with Sec. 47 of this Act.

with private individuals, the private individuals shall 
likewise be liable for the offense.

In addition, the public officer involved shall also 
suffer the penalty of temporary disqualification from 
public office, while the private individual shall be 
permanently disqualifiedfi'omtransactingbusiness with 
the Government.

(b) Private individuals who commit any of the 
following acts, including any public officer, who 
conspires with them, shall suffer the penalty of 
imprisonment of not lessthan six (6) years and one (1) day 
but not more than fifteen (15) years:

1. When two or more bidders agree and submit 
differentBids as if they werebonafide, when they knew 
that one or more of them was so much higher than the

contract will surely be awarded to the pre-arranged 
lowest Bid.

2. When a bidder maliciously submits different 
Bids through two or more persons, corporations, 
partnerships or any other business entity in which he 
has interest to create the appearance of competition 
that does not in fact exist $o as to be adjudged as the 
winningbidder.
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3 . When two or more bidders enter into an agree­
ment which call upon one to refrain from bidding for 
Procurement contracts, or which call for withdrawal of 
Bids already submitted, or which areotherwise intended 
to secure an undue advantage to any one of them.

4. When a bidder, by himself or in connivance with 
others, employ schemeswhichtendto restrain the natural 
rivalry of the parties or operates to stifle or suppress

to the public.

In addition, the persons involved shall also 
suffer the penalty of temporary or perpetual

disqualified from transacting business with the 
Government.

(c) Private individuals who commit any of the 
following acts, and any public officer conspiring with 
them, shall suffer the penalty of imprisonment of not 
less than six (6) years and one (1) day but not more than 
fifteen (15) years.

1. Submit eligibility requirements of whatever 
kind and nature that contain false information or 
falsified documents calculated to influence the outcome 
of the eligibility screening process or conceal such 
information in the eligibility reqmrements when the 
information will lead to a declaration of ineligibility 
fromparticipating inpublicbidding.

2. Submit Bidding Documents of whatever kind 
and nature that contain false information or falsified 
documents or conceal such information in the Bidding 
Documents, in order to influence the outcome of the 
public bidding .

3. Participate in a public bidding using the name of 
another or allow another to use one's name for the 
purpose of participating in a public bidding.

4. Withdraw a Bid, after it shall have qualified as 
the Lowest Calculated Bid/Highest Rated Bid, or 
refuse to accept an award, without just cause or for the 
purpose of forcing the Procuring Entity to award the 
contract to another bidder. This shall include the 
non-submission within the prescribed time, or delaying 
the submission of requirements such as, but not limited 
to, performance security, preparatory to the final award 
of the contract.

(d) When the bidder is a juridical entity, criminal

its directors, officers or employees who actually commit 
any of the foregoing acts.

SEC. 66. Jurisdiction. - Jurisdiction over the 
offenses defined imder this Article shall belong to the 
appropriate courts, according to laws existing at the 
time of the commission of the offenses.

ARTICLE XXn 
CivilLiability

SEC. 67. CivilLiability in Case of Conviction. - 
Without prejudice to administrative sanctions that 
may be imposed in proper cases, a conviction under 
this Act or Republic Act No. 3019 shall carry with it 
civil liability, which may either consist of restimtion 
for the damage done or the forfeiture in favor of the 
government of any unwarranted benefit derived from 
the act or acts in question or both, at the discretion of 
the courts.

SEC. 68. Liquidated Damages. - All contracts 
executed in accordance with this Act shall contain a 
provision on liquidated damages which shall be payable 
in case of breach thereof The amount thereof shall be 
specified in the IRR.

ARTICLE Xm 
Administrative Sanctions

SEC. 69. Jmposition ofAdministrative Penalties. -

of this Act, the Head of the Procuring Entity, subject to 
the authority delegated to the B AC, if any, shall impose 
on bidders or prospective bidders, the administrative 
penalty of suspension for one (1) year for the first 
offense, and suspension of two (2) years for the second

for the following violations:

1.
false information or falsified documents.

2. Submission of Bids that contain false informa­
tion or falsified documents, or the concealment of 
such information in the Bids in order to influence the 
outcome of eligibility screening or any other stage of 
the public bidding.

3. Allowing the use of one's name, or using the 
name of another for purposes of public bidding.
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4. Withdrawal ofaBid, or refusal to acceptan award, 
or enter into contract with the Government without 
justifiable cause, after he had been adjudged as having 
submitted the Lowest Calculated Responsive Bid or 
Highest Rated Responsive Bid.

5. Rchisal or failure to post the required perfor­
mance security within the prescribed time.

6. Termination of the contract due to the default of 
the bidder.

post-qualification within a period of seven (7) calendar 
days from receipt of the request for clarification.

unduly influencethe outcomeofthebidding in his favor.

All other acts that tend to defeat the purpose of the 
Competitive Bidding.

(b) In addition to the penalty of suspension, the Bid 
security or the performance security posted by the 
concerned bidder or prospective bidder shall also be 
forfeited.

(c) The Head of the Procuring Entity may delegate
to
administrative penalties.

SEC. 70. Preventive Suspension. - The head of the

ofthcTechnicalWorkingGrouporthe Secretariat,or the 
BAC if there are strong reasons or primafacie evidence 
showing that the officials or employees concerned are

the Civil Service Laws. In all cases, procedural and 
substantive dueprocessas mandated by the Commission 
and Civil Service Laws, rules and regulations, shall be 
strictly observed.

SEC. 71. Lifting of Suspension and Removal of 
Administrative Disabilities. - Lifting of preventive 
suspension pending administrative investigation, as

ties shall be in accordance with the provisions of 
Sections 52 and53. Chapter^ (Civil Service Cotmnission), 
Book V of Executive Order No. 292, the Administrative 
Code of 1987.

ARTICLE XXIV

SEC. 72. Private Legal Assistance. - All members 
of the BAC are hereby authorized to engage the ser­
vices of private lawyers or extend counsel immediately 
upon receipt of Court Notice that a civil or criminal 
action, suit or proceeding is filed against them. The 
lawyer's fee shall be part of the inderrmification package 
for the BAC members, subject to the provisions of 
Sec. 73 hereof.

SEC. 73. Indemnification of BA CMembers. - The 
GPPB shall establish an equitable indemnification 
package for public officials providing services in the 
BAC, which may be in the form of free legal assistance, 
liability insinance, and other forms of protection and 
indemnification for all costs and expenses reasonably 
incunedby such persons in connection with any civil or 
criminal action, suit orproceeding to which they may be, 
or have been made, a party by reason ofthe performance 
of their functions or duties, luiless they are finally 
adjudged in such action or proceeding to be liable for 
gross negligence or misconduct or grave abuse of 
discretion.

In the event of a settlement or compromise, 
indemnification shallbe confined only onmatters covered 
by the settlement, as to which the Procuring Entity had 
been advised by counsel that the public officials to be 
indemnified have not committed gross negligence or 
misconduct in the performance of their functions and 
duties.

The members of the BAC and the BAC Secretariat 
shall also be entitled to medical assistance for injuries 
incurred in the performance of their functions.

ARTICLE XXV 
Final Provisions

SEC. 74. Oversight Committee. - There is hereby 
created a Joint Congressional Oversight Committee to 
oversee the implementation of this Act for a period not 
exceedingfive (5)yearsfrotheeffectivityofthisAct. The 
Committee shall be composed of the Chairman of the 
Senate Committee on Constitutional Amendments and

the Senate President, and the Chairman of the House 
Committee on Appropriations, and two members 
thereof to be appointed by the Speaker of the House of 
Representatives.
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SEC. 75. Implementing Rules andRegulations and 
Standard Forms. - Within sixty (60) days from the 
promulgation of this Act, the necessary rules and 
regulations for the proper implementation of its provi­
sions shall be formulated by the GPPB, jointly with the 
members of the Oversight Committee created imder Sec. 
74 hereof. The said rules and regulations shall be ap- 
proved by the President of the Philippines. For a period 
not later than thirty (30) days upon the approval of the 
implementing rules and regulations, the standard forms 
for Procurement shall be formulated and approved.

SEC. 76. Repealing Clause. - This law repeals 
Executive Order No. 40, series of 2001, entitled

All National Government Agencies, Govemmcnt- 
Owned-or Controlled Corporations and/or Government 
Financial Institutions, and Requiring the Use of the 
GovemmentElectronic Procurement System; Executive 
Order No. 262, scries of 2000, entitled “Amending 
ExecutiveOrderNo. 302, seriesof1996,entitled“Providing 
Policies, Guidelines, Rules and Regulations for the 
Procurement of Goods/Supplies by the National 
Government” and Sec. Three (3) ofExecutive Order No. 
201, seriesof2000,entitled “Providing AdditionalPolicies 
and Guidelines in the Procurement of Goods/Supplies 
by the National Government”; Executive OrderNo. 302, 
scries of 1996, entitled “Providing Policies, Guidelines, 
Rules and Regulations for the Procurement of Goods/ 
Suppliesby the National Government” and Presidential 
DccreeNo. 1594dated Junell, 1978, entitled “Prescribing 
Policies; Guidelines, Rules and Regulations for 
Government Infrastructure Contracts.” This law amends 
Title Six, Book Two of Republic Act No. 7160, otherwise 
known as the “Local Government Code of 1991”; the 
relevant provisions ofExecutive Order No. 164, Series 
of 1987, entitled “Providing Additional Guidelines in 
the Processing and Approval of Contracts of the 
National Government”; and the relevant provisions of 
Republic ActNo. 7898 datedFebruaiy23,1995, entitled 
“An Act Providing for the Modernization of the Armed 
Forces of the Philippines and for Other Purposes. ” Any 
other law, presidential decree or issuance, executive 
order, letter of instruction, administrative order, pro­
clamation, charter, rule or regulation and/or parts thereof 
contrary to or inconsistent with the provisions of this 
Act is herein repealed, modified or amended accordingly.

SEC. 77. Separability Clause. - If any provision of 
this Act is declared invalid or unconstitutional , the other 
provisions not affected thereby shall remain valid and 
subsisting.

SEC. 78. Effectivity Clause. - This Act shall take 
effect fifteen (15) days following its publication in the 
Official Gazette or in two (2) newspapers of general 
circulation.

Approved,

BILLONSECONDREADING 
S. No. 2018—Exemption of Judiciary Members 

from Salary Standardization Law
(Continuation)

Senator Legarda. Mr. President, I move that we resume 
consideration of Senate Bill No. 2018 as reported out under 
Committee ReportNo. 20.

The President. Is there any objection? [Silence] There 
being none, resumption of consideration of Senate Bill No. 
2018 is now in order.

Senator Legarda. Mr. President, we arc in the period of 
interpellations. I ask thatthe sponsor. Sen. FrancisN. Pangilinan, 
be recognized.

To continue with his interpellations, I ask that Sen. Edgardo 
J. Angara be recognized.

The President. Sen, Francis N. Pangilinan and Sen. 
Edgardo J. Angara are recognized.

Senator Pangilinan. Thank you, Mr. President.

ACKNOWLEDGMENT OF THE OFFICIAL VISIT OF 
REPRESENTATIVES FROM THE PHILIPPINE JUDGES
ASSOCIATION, THE PHILIPPINE ASSOCIATION OF 

COURT EMPLOYEES AND THE METROPOLITAN AND 
CITY COURT JUDGES ASSOCIATION

Mr. President, before we proceed with the interpellation, I 
would just like to acknowledge the presence of tire represen­
tatives of the Philippine Judges Association, the Philippine 
Association of Court Employees, and the Metropolitan and City 
Court Judges Association. They are with us in the gallery.

Senator Angara. Thankyou, Mr. President.

Mr. President, yesterday, I reported that Sec. Emilia 
Boncodin will send to us today the position paper of the 
department with respect to this proposal. And we have on hand 
the letter of Secretary Boncodin dated 18 December 2002
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