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CIAP DOCUMENT 102 
UNIFORM GENERAL CONDITIONS OF CONTRACT FOR PRIVATE CONSTRUCTION 

This document specifies general conditions of contract between a private Owner and 

Contractor applicable to the construction of any type of structure or works as 

contemplated in Republic Act No. 4566 otherwise known as the Contractors’ License 

Law.  

CIAP Document 102 contains conditions or stipulations ordinarily established in 

construction contracts in the Philippines, which reflect the usages and customs in the 

Philippine construction industry.  It is envisaged for a traditional contract whereby the 

contractor is not responsible for the design, meaning, the Project Owner hire 

Consultants, who can be an Engineer, an Architect, or Construction Manager or 

Project Manager, to prepare the contract documents such as the plans, 

specifications, bill of quantities, the construction agreement, and others, and bids out 

the project to pre-qualified Contractors. It is intended to have suppletory application 

to private construction contracts to resolve apparent conflicts in the provisions of 

contract documents or to be used as general conditions in the absence of one.  

Section I Definitions and Documents 

Article 1 Definitions 

This provision contains the customary definition of the terms used in 

the Contract documents.    

Words that are capitalized or begin with a capital letter refer to a 

specific term, name, expression or document which shall have no 

other meaning other than the meaning as provided for in this article, 

and which shall be used and referred to as such in all of the Contract 

documents.  

Article 2 Execution, Correlation, Meaning of Terms, and Intent of 

Documents 

The purpose of this article is to provide the correlation, meaning, and 

intent of the contract documents pertaining to all labor, materials, 

and equipment necessary for the proper execution of the Work and 

the rules in the interpretation of the provisions of Contract 

documents in cases where there is an ambiguity, conflict, error, or 

omission in any of them.    

This provision highlights the duties and responsibilities of the Owner 

and the Contractor with regards to the accuracy of all the drawings, 

specifications, and all documents comprising the Contract. Any 
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inconsistency or omission in any of the Contract documents should 

be properly addressed, clarified and corrected in a timely manner to 

insure the efficient and timely execution of the works. It underscores 

the implied duty of good faith and fair dealing expected upon the 

parties in the exercise of their duties and responsibilities under the 

Contract.  Since this document contemplates a traditional or build 

contract where all the Contract documents are provided by the 

Owner, the Contractor has the duty to report to the Owner any error or and fair dealing

 duty or 
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physical conditions based on the survey results furnished by the 

Owner, such that its estimate or bid would have already included the 

costs of the facilities and other contingencies and incidental 

expenses deemed necessary.  The Owner is liable for any damage 

suffered or cost incurred by the Contractor due to errors in the data 

furnished to it.  In case of variations in the physical or subsurface 

conditions from those shown in the Drawings or in the Specifications 

or in any of the Contract Documents, and if such would entail change 

in the work, whether as deductive or additive work, the Owner shall 

issue a Change Order covering such change and the Contractor shall 

be entitled to adjustments in Completion Time and Contract Price as 

provided for under Articles 20.06 [Increased or Decreased Quantities 

of Work], 20.07[B] [Change of Sub-surface Conditions], and 21.04 

[Extension of Time].    

This section delineates the responsibility of the parties in securing 

and paying construction permits, licenses, and taxes, and balances 

the parties’ risks and accountabilities in case of delay, default, or 

neglect in performance.  The duty of the Contractor is to assist the 

Owner in securing the permits and licenses necessary for the Work, 

but it is the Owner who shall pay for the costs.   

Section III Equipment and Materials 

This section sets-out the requirements of the Contract as to the 

quality of materials and equipment necessary for the Work, ensuring 

strict compliance with the Specifications and all statutory and 

regulatory laws that are in force and applicable during the period of 

construction.    

Samples of all materials, equipment, fixtures, appliance and fittings 

necessary for the Work shall be approved by the Owner, such that no 

materials and equipment shall be used or installed without passing 

the tests required in the Contract [Article 10.03, Testing Samples of 

Materials] and without the expressed approval of the Owner.  Such 

requirement is also applicable for substitute materials and 

equipment where written notice of approval by the Owner is required.  

The Owner’s action/approval on the samples shall be made within 

seven (7) working days after submission by the Contractor.  Said 

samples shall be available at the site for inspection by the Owner.    

The Contractor shall be responsible for materials and equipment 

which were used or installed without the approval of the Owner; and 

if such were found to be not conforming with the Specifications, 

under Article 20.03, they shall be considered defective.  The Owner 
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may, as provided for under Article 20.04, examine the work done and 

require tests to ensure compliance by the Contractor with the 

Specifications.  In Deiparine vs. CA and Trinidad [1], it was held that 

though the Contract documents do not require concrete stress test, 

the Owner has the right to require a test to verify the structural 

soundness of the building constructed, in view of the Contractor’s 

disregard of the Owner’s instruction to get approval of the samples of 

the cement mixture prior to pouring and the inconsistencies in the 

results of the cylinder tests.  The Supreme Court ruled that it was 

rational for the Owner to require such test as it was the only means 

by which it could ascertain the Contractor’s faithful compliance with 

the Specifications and the integrity of the building constructed.  The 

structure failed in the concrete core test, thus, justifying Owner’s 

rescission of the Contract. 

Section IV Premises and Temporary Structures 

This section defines the responsibilities of the Contractor in 

maintaining the safety and sanitation of the work premises and in 

providing temporary facilities for storage of materials and apparatus, 

temporary office, and housing for workers with basic utilities for 

water, electricity and lighting, telephone, and sanitary facilities.   

All temporary facilities, signages and structures must be approved by 

and must be done in the manner acceptable to the Owner. Strict 

compliance with Republic Act No. 11058 (An Act Strengthening 
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after the date of substantial completion [Article 20.14, Special Test 

and Inspection].   

If the Owner accepts defective or non-conforming works, instead of 

requiring its removal and replacement, such shall be covered by a 

Change Order as provided for in Article 20.15 [Acceptance of Non-

Conforming Work] reflecting the corresponding reduction in the 

Contract Price by an amount not exceeding the value of unfinished 

work as determined in the Breakdown of Work and Corresponding 

Value.   

If the works were found to be done in accordance with the Drawings 

and Specifications, the Contractor shall be entitled to the actual cost 

of labor and materials involved in the examination plus fifteen 

percent (15%) and shall be granted a suitable extension of time if 

completion of the work has been delayed on account of such 

examination and the additional work involved.   

Article 20.10 Use of Completed Portions of Work  

This article provides the conditions for the Owner in taking 
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Unless the Contract provides otherwise, there is substantial 

completion when the Contractor completes 95% of the Work, 

provided that the remaining work and the performance of the work 

necessary to complete the Work shall not prevent the normal use of 

the completed portion. The Supreme Court has applied the 95% 

threshold in determining what constitutes substantial completion in 

the absence of an agreement to the contrary. 

Substantial completion is a milestone in construction which sets the 
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Article 21 Time of Completion of Work  

The purpose of this article is to ensure that the Contract is completed 

within the original or extended Completion Time due to changes both 

directed and constructive.  

The Time of Completion of the Work starts and ends on the date 

stipulated in the Contract, in the absence of which, from the date the 

Contractor commences the Work and ends on the stipulated date of 

completion of the Work, or by a specific date.    

When the time for completion of the Work is contingent upon the 

date when the Contractor actually commences the Work, the 

commencement date is normally indicated in the Notice to Proceed 

(NTP) issued by the Owner as within seven (7) days or more days from 

receipt of the NTP or on the fixed date indicated in the NTP.  The 

commencement date is significant in reckoning the Completion Time 

or in computing liquidated damages in case there is delay in the 

execution or completion of the Work. Likewise, there are obligations 

of the Owner and the Contractor which are to be performed reckoned 

from the commencement date of the Contract, such as Article 32.01 

[Advance Payment] and Section II [Laws, Regulations, Site 

Conditions, Permits and Taxes].  If the Contract does not provide for 

the issuance of a Notice to Proceed, the Contractor should get 

consent from the Owner for it to commence the Work on a date it so 

specified.    

Article 21.03 [Schedule of Construction Work] providing for 

acceleration of work in case of slippage provides that, if the delay is 

due to the fault of the Contractor, the additional cost for the 

acceleration of work shall be borne by the Contractor, but if the 

acceleration of work is for the benefit or convenience of the Owner or 

due to its fault or delay, then, it shall be the Owner who shall be 

responsible for the cost thereof. The acceleration work should be 

covered by a Change Order as extra work.    

Article 21.04 Extension of Time  

This article enumerates the causes or events that obstruct or delay 

the execution or completion of the Work and which may or may not 

allow an adjustment of Contract Completion Time.  

For delay caused by events not due to the fault or neglect of the 

Contractor, t
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suppliers, and appropriate government agencies. If there are still 

unpaid claims, the Contractor may be required to furnish the Owner 

an indemnity bond as provided for in Articles 31.04 [Contractor’s 

Performance and Payment Bonds] and 33.01 [Liens].  The 

Contractor’s acceptance of Final Payment shall constitute a waiver of 

all its claims against the Owner, subject to the exceptions in Article 

22.09 [Acceptance and Final Payment].  

Article 22.11  Release of Retention  

The 10 percent retention is a portion of the contract price which the 

Owner deducts from the contractor’s billings, as security for the 

execution of corrective work or completion of work -- if any -- becomes 

necessary. This amount is to be released one year after the 

completion of the project, minus the cost of corrective and/or 

completion work undertaken.[4] 

The Owner’s obligation to release the retention money arises after 

the conditions for its release have been complied with. [5] 

Section VII Contractor-Separate Contractor-Subcontractors 
Relationship 

This section provides the conditions for the Owner to

Contractor



 

Page 12 of 30 
  

 CIAP DOCUMENT 102: Annotations with Case Synopses and Jurisprudence  

 

not create any contractual relation between the Sub-Contractor and 

the Owner.  Article 33.03 [Subcontracting] provides the conditions for 

subcontracting of works.  

Section VIII Suspension of Work and Termination of Contract 

Article 26 Contractor’s Right to Suspend Work or Terminate Contract 

The Contractor may suspend the Work or terminate the Contract.  

The Contractor is required to give fifteen (15)-days written notice to 

the Owner of its decision to suspend or terminate the Contract for any 

of the grounds specified in this article. For suspension of work, the 

Contractor shall be entitled to an equitable adjustment of Completion 

Time and/or Contract Price under any of the circumstances herein 

provided.   

Article 27 Owner’s Right to Suspend the Work 

This provision allows the Owner to suspend the Work with or without 

cause.   

A written notice to the Contractor is required.    

For suspension without cause, the notice of suspension shall indicate 

the date the work shall be resumed.  The period of suspension shall 

be not more than the aggregate period of fifteen (15) days, unless 

the Contractor agrees to an additional period.   
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Construction contract falls squarely under the coverage of Article 
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engagement of a Sub-Contractor, however, shall not, by itself, create 

any contractual relation between the Sub-Contractor and the Owner, 

as stipulated in Section VII [Contractor-Separate Contractor-

Subcontractors Relationship].   

 

 

Article 33.04 Disputes 

This provision requires the Owner and the Contractor to settle their 

disputes amicably.  Any dispute not so settled shall be submitted for 

arbitration by the Construction Industry Arbitration Commission (CIAC) 

which, under Executive Order No. 1008, has an original and exclusive 

jurisdiction to settle construction disputes (See Article 33.05 

[Settlement of Disputes]).  

Section X Owner’s Representative 
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liquidated damages was fixed by the parties to serve not only as penalty in case the 

Contractor fails to fulfill its obligation on time, but also as indemnity for actual and 

anticipated damages which the Owner may suffer by reason of such failure; and (c) 

the total liquidated damages equivalent to 32% of the total contract price was freely 

and voluntarily agreed upon by the parties.  

The Contractor admitted that it failed to complete the contracted work despite the 

three extensions granted by the Owner because of inclement weather and Owner’s 

alleged refusal to accept and pay its accomplished work and change order.  The 

Owner took over the project and held the Contractor liable for damages which it had 

incurred and will incur to finish the project in the amount of ₱15,000 per day of delay 

as stipulated in the Contract.  According to the Owner, such provision in the Contract 

is intended to recover from the Contractor actual anticipated and liquidated 

damages, and it is not just merely for penalizing breach of the contract.  It argued 

that had the project been completed on time, it could have sold the lots sooner and 
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The Supreme Court held:  

There was no bad faith on the part of the Contractor as it had in fact completed 97% 

of the project.  The delay in the delivery of materials cannot be attributed to the 

Owner as the payment of materials directly by the Owner is only an accommodation to 

ensure the timely completion of the project, but the obligation to procure and have 

the materials delivered on time remains with the Contractor.  It was held that the total 

amount of ₱11,432,190.00 as liquidated damages (1/10 of 1% of the contract price 

or ₱38,885.00 per day for 294 days of delay) is unconscionable.  

As a general rule, courts are not at liberty to ignore the freedom of the 

parties to agree on such terms and conditions as they see fit as long as they 

are not contrary to law, morals, and good custom, public policy or public 

order. Nevertheless, (t)he judge shall equitably reduce the penalty when the 

principal obligation has been partly or irregularly complied with by the 

debtor. Even if there has been no performance, the penalty may also be 

reduced by the courts if it is iniquitous or unconscionable. [Art. 1229, Civil 

Code]  

The amount of liquidated damages was reduced from ₱38,885.00 to ₱10,000.00 

per day of delay for a total of ₱2,940,000.00, and was further reduced to 

₱1,940,000.00 due to the Owner’s failure to release the retention money and the 

payment for change orders which could have been used by the Contractor to 

purchase construction materials and expedite the completion of the project.   

Transcept Construction and Management Professionals, Inc. v. Teresa C. Aguilar, 

G.R. No. 177556, December 8, 2010, 637 SCRA 574 

The Contractor failed to complete the works on time. The Owner hired an accredited 

testing laboratory to assess the Contractor’s quality of work and accomplishment 

rate, and it was discovered that there were substandard works and that substandard 

materials were used in the project. The parties then agreed to execute a second 

contract to cover the necessary corrective works and to extend the deadline for 

completion of the project.  Despite such, however, the Contractor still failed to finish 

the project within the extended time indicated in the second contract.  At that time, 
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formulas and price indexes from the National Statistics Office and the National 

Statistical Coordination Board, or at 35% of the price index only.  

The Supreme Court held:  

The Contractor failed to present any of the supposed 52 formulas and price indexes 

which it claimed would give a more precise price escalation amount, and it also failed 

to support its assertion that it should only be at 35% of the price index.  The 

Subcontract Agreement provides that the Sub-Contractor is entitled to both price 

adjustment and price escalation.  Thus, the award of the Court of Appeals which was 

pegged on the local portion of the contract price which is 65% of the Sub-Contractor’s 

billings and accomplishments prior to the Contractor’s takeover, multiplied by 100% 

price index was affirmed.  

LABOR AND MATERIAL COST ESCALATION 

H.L. Carlos Construction, Inc. vs. Marina Properties Corporation, G.R. No. 147614, 

January 29, 2004 

The parties executed an Amended Contract extending the contract period plus a 

grace period of 30 days. The Contractor failed to complete the works within the 

stipulated completion period and abandoned the project. The Owner, thus, contracted 

out the remaining works to another entity and demanded from the Contractor the 

damages it incurred.  The Contractor, on the other hand, claimed for payment of its 

unpaid billings, change orders and extra work, labor and material price escalation, 

release of retention, and the value of materials left at site.  On the Contractor’s claim 

for cost escalation, the Owner averred that the Contractor is not entitled to any price 

increase since it was delayed in the completion of the project, and entitling it to such 

claim would be to reward it for its breach of contractual obligation.    

The Supreme Court held:  
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2008 as per the joint evaluation conducted by the parties.  The Contractor did not 

ask for an extension of time to complete the project.  The Owner thus terminated the 

Contract, and demanded from the Contractor the payment of liquidated damages and 

the return of the unrecouped down payment and overpayment.  The Owner also made 

a claim against the Performance Bond to recover the damages it suffered caused by 

such delay.  The Contractor, on the other hand, contends that the Performance Bond 

merely guaranteed the 20% down payment and not the entire obligation under the 

Contract, and that since its accomplishment already exceeded such amount, its 

obligation under the bond had been fully extinguished.    

  The Supreme Court held:  

Default or mora on the part of the debtor is the delay in the fulfillment of the 

prestation by reason of a cause imputable to the former.  It is the 

nonfulfillment of an obligation with respect to time.  It is a general rule that 

one who contracts to complete certain work within a certain time is liable 
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The Supreme Court held:  

The civil law concept of delay or default commences from the time the 

obligor demands, judicially or extrajudicially, the fulfillment of the obligation 

from the obligee. In legal parlance, demand is the assertion of a legal or 

procedural right. It is the obligor’s culpable delay, not merely the time 

element, which gives the obligee the right to seek the performance of the 

obligation.  

In this case, the default commenced when the Owner informed the Contractor and 
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While the retention will be eventually released to the Contractor, such amo


