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NO. .- ~
Se:- 1991 c:JJ/J j.....I

SUBJECT: F'r-epar-ation of Agency Estimates

\ (

The follqwing policies, rules, regulations and
relative to the preparation of government estimates
11ereby issued for t1,e guidaflce of all concerrled~

p r-cc ed Ut-· E?~';

( (; (:·1 E: ) .:.::1. '." E-2

ttle items of wor~: to be used ther~ein s~lall
accarda~ce with the Staf1dard Specifications for· Highways and
BF-·idges~ Revised 1988=

The goverrlment estimate shall t)e c:omposed of two parts, tt18
Direc~ Cost arld ttle Indirect Cos'ta

A. The Direct Cost are the fcllcwing:

Cast of ma·ter'ials, supplies, etcu to be lJ5ed in dCling
wor~: item call~d for and shall include, inter" alia,
-f o l 1owi r".g:

.,_I.•.•...
'_.I i J::.<.'

t.hE~

A.lui Cost a't source. This incllldes proc:essi~lg~ cr~ushing,
stockpilling, loading~ F·Qyaltie~5~ local, taxes, t·laLll
t": oads , et c:n ~:

A.? Cost of Labor:

A~2ul Salar'ies arld Wages ~tlould be as author·ized by the
Department of Labor;

Au2=2 It s~}all irlclLlde all frir1ge benefits such as
vacatiofl and s~:ick leaves, Wor"!<men's C(Jrnpel··}sation
Act, GSIS anc1/or' SSB contr·itJutior·ls,
13th morlth pay, bOfluses, etc=

Au3 Equj.pment E~{pensesu
r-; '-::-. .;
I•.·t II ._1 II .1. Rerltals shall be ba~~;ed Ofl pr·evailirlg

Associated Construction l~q~~ipment Lessor's,
(ACEL) r·ental rates approved for Llse by
(Presently it is the 1989 ACEL. Ratesn)
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l\ -:1 .-,
t·; = . ..;: 1I L. Rental rates of equipment not reflected in the ACEL

booklet may be taken fr·om the rerltal rates pr~epared
by the Bur~au of Equipment=

A.3.3 For simplicity in computation? the operated rental
rates ar'e p~oeferored over the bar·e rental rates as
the for-rner incl{ldes operatorls wages, frirlge
benefits, fuel, oil, lubricants and equipment
mai ntE!n.:;..nce.

and demobilization
case basis based

will be computed on
on the equipmellt

stipulated in the
d. c'::=.';:;e tC"J

of ttle project
proposal and contract booklet blJt in no case shal_l
exceed the percentage (ceiling) indicated below:

(a) For- project~5 advertised for biddirlg in Centr'al
Office or for simultaneous bidding ln Central
Office and Regional Office assuming Manila as
the base of COfltractar:
Loc.ation of F'r·ojeet·:s In Pel'·c(-:mtageof.

Di r·€~ct.Co':;t

Manila, Southern \_uzon
and Ct~ntx·.::d.Luzon

Nor-tt,er'n Luzon and Bical
Provinces 4%

Visayas anej Islancj Flfo'ovinces
in Region IV-B 6%

Mindanao Provinces
(b) For projects under negot.iated contract, sealed

canvasseo biddi,ng and/or bid localJ,y in the
Region/District, it shall not exceed 2%
(ceiling) of the Direct Cost as it is pr'esumed
°that the COf1tractor is based in the locality
where the project is located.

For projects with estimated direct costs
exceeding Pl0M, it lS preferr'ed to ma~:e
Mobilization/Demobilization as a separate pay
itein, tlence, in calculating unit
indirect cost/mark-up to be used

pr-i c e s, thi:'~
2\':; d et a i I E.-::d

hE?:r'G?Llri d €::::r"
pr-o-l i t; .

only be those for OeM and
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P. lfH? Irid i rec t; Costs ar'e ti-H:2 f o Ll owi n q x

8.1 Overhead Expenses [Usually 6-7%
Cost] which includes:

(ceiling)

BnlQl Supervisiofl (Engineering 211d Administr'ative);
•B.1.2 Transportation allowances;

Bul~3 Office Expenses (Office Equipmerlt and Supplies);

8.1.4 Contractor's All Risk Insurance;

B~ln5 Financing Cost

(2) Premium on Bid Security

(b) Premium on Performance Security

(c) Premium/Charges/Fees or') Credit Lines

(d) Cost of Money necessar'Y to firlance project
Contirlgencies -[Usually cl,f

Direct Expenses];

B.3 Miscellaneous Expenses - [Usually 1% (maximum) of Direct

the percentage to be used for' Nasa Ba 1, Bs2
B.3, see oCM Column in the tabulation below.
~=....,..-.
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E :3T I!"tf..)TED
DIRECT COST (EDC)

INDIRECT COSTS % :% COST
FOR oCM AND PROFIT :FDR Mo8!
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Above P5M to P10M 2

Above P10M to P20M. '1 .;
J. J. 12 .""\-,
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Bv4 Contractor's Profit Mar'gin -- See tabulation above~

B.5 LaboratoF'y Testsft

- irlcluded irl Misc:ellar18ous Expenses.



C. The prescribed format for the Calculation
Est im<:?-,tE~is helr'eto attached ({ittachment II A J! ) •

of the Agency

D. Ln etruc t i on s in filling-up the Forrnate

D.1 Columns (1) to (4) are self-explanatory.

D.2 Column (5) is the estimated direct cost (EDC1 of the work
item as calculated and reflected in t.he cost analysis
prepared by the Estimator .

D.3 Co 1 um~'l (6)
~.a.JCJ!·~·kit. €.~mas

.
ind i c.:.'\tes

ssh own in
thf:?
the

val Uf'2 addl::.~dta;-:
CO~5t.anal')l'::;i~:;.

c ornp orierit; of t:hE~

For work it.ems involving only the use of contractor's labor
force and/or equirment the whole EDC is subject to 10% VAT.

For work items involVing use of materials, only t.he labor and
equipment cost. components of t.he EDC are subjected to 10% VAT.
The m~terials component is not. subjected anymore to VAT because
t.hese ItJer'ea lre adv "·L'3.;-:edII by the supp 1ier·. The ta:-:.:::~ddE·dby the
supplier to t.he cost of these materials is part. of the total cost
paid by. t.he cont.ractor. This is an INPUT tax which is deduct.ible
from his output tax.

D"4 Columns (7), (8) and (9) are the mark-ups in per'cent to be
determined from the r~anges and locations given=

n r.::;
1-.1 A ••••••• Column

(7), (8)
(10) is the sum of t.he percentages under
and (9).

col urnn s

0.6 Col urnn (11)
detelr'mined
(col umn 10)

is the peso value of the t.ot.almark-up.
by multiplying t.he total mark-up in
with the EDC (column 5).

U is
per-'cel'1lot

0.7 Column (12) is the sum of columns (6) and (11).

0.8 Column (13) is the sum of the direct cost (column 5) and
total indirect cost (column 12).

D.9 Column (14) is thE' unit CO~5t of thE~ ~o\jor'kit.;;;,>rn.It is
determined by dividing the total cost of the work items
(column 13) with its total quantity (column 3).

D. 10 Col urnn s (1) t hru (6) ~:5hall bf:? -t~:1.11 '2d up by the
Implement.ing Office concerned, i.e., the Chief of the
Construction/Maintenance Section/Division of the Dist.rict/
Regional Offices for construction/restoration projects,
or the Project Manager incharge of the PMO concerned.
These officials shall be fully responsible for the
accuracy of their' estimates vis-a-vis curr'ent mar·l.~et
prices of materials and equipment usage, cost-
effectiveness of the choice of construction methods and
equipment, nun,bers/types of equipmerlt/labor' used~ etcu,
etc., as well as the confidentiality of these estimates.



D.l1 Co lumna (7) t.hru (14) ~"oho::3.l1bE" fill€~d up by t.hE? PBf~C
Chairman concE"rnE"d who shall similarly be responsible for
the c'occufooac'"/and i rrt eqrLt v oof his ca lc ul e'tion s . Also, he
may revise t.he estimatE"s submit.ted by the Implementing
OfficE" if, in his judgement., thE" E"st.imat.esare t.oo high.

The authority who will finally approve thE" AAE
(DE/RD/UndersE"cretary/Secretary) can also causE" revisions on t.hese
estimates as part. of thE" judicious exercise of their authority.

SincE" thE" GovE"rnment Estimat.e is to be comparE"d with t.he
Contractor's Bid and is to be the basis for judging whether the
bids rE"ceived are reasonable or not, then t.he Government EstimatE"
should be based on the proposal and contract booklet and should
contain thE" same it.ems of work and quantit.ies that a Contractor
would reckon with in preparing his bid.

DPWH Estimators should continously update their informat.ion!
statistics on market prices of all construction inputs and use
only unit prices that arE" realistic based on valid up-to-date
information in contrast to guesswork and haphazard pricing. All
assumptions in generating t.he est.imate should be shown in the cost
i:\n clI. ';/'::;i~;II

Those who prepared!rE"viewed/checked the estimat.E"s should see
~o it that in case they are called upon to make good on their
estimates t.hey can perform t.he job t.hemselves at the cost they
ho~ov(;:gE"ner-oated.

Prevj,Qusly issued
inconsistent herewith are

circulars~ memoranda
h(o;"?r-°F~byfooevoked.

and

This Department OrdE"r shall t.ake effect immE"diately.
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