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The policies, rules and procedures relative to the preparation of the "Approved Budget for the Contract" (ABC)
previously prescribed under Department Order No. 12, Series of 2011, are hereby revised/reiterated.

The ABC shall be prepared on the basis of the design for the project which has been duly approved by authorized
officials in accordance with existing regulations.

All items of work to be used in preparing the ABC shall conform to the Standard Specifications for Highways and
Bridges, revised 2004, Standard Specifications for Public Works, 1995, and approved Special Specifications for
the project.

The ABC shall be composed of the Direct Cost and the Indirect Cost.

A. The Direct Cost shall consist of the following:

A. 1

Cost of materials to be used in doing the work item called for, which shall include, inter alia, the following:

A.1.1 Cost at source, including processing, crushing, stockpiling, loading, royalties, local taxes, construction
and/or maintenance of haul roads, etc.

A. 1.2 Expenses for hauling to project site.

A. 1.3 Handling expenses

A. 1.4 Storage expenses

A.1.5 Allowance for waste and/or losses, not to exceed 5% of materials requirement.

A. 2

Cost of Labor:

A-2-1 Salaries and wages, as authorized by the Department of Labor and Employment

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 1 of 7

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



A.2.2 Fringe benefits, such as vacation and sick leaves, benefits under the Workmen's Compensation Act,
GSIS and/or SSS contributions allowances, 13[th] month pay, bonuses, etc.

A. 3

Equipment Expenses

A.3.1 Rental of equipment which shall be based on the prevailing "Associated Construction Equipment
Lessors, Inc." (ACEL) rental rates approved for use by the DPWH (Presently it is the 2009 ACEL Rates).
Rental rates of equipment not indicated in the ACEL booklet shall be taken from the rental rates computation,
the operated rental rates are preferred over the bare rental rates prepared by the Bureau of Equipment. For
simplicity in as the former includes operator's wages, fringe benefits, fuel, oil, lubricants and equipment
maintenance. The make, model and capacity of the equipment should be indicated in the detailed unit cost
analysis.

A.3.2 Mobilization and demobilization, shall be treated as a separate pay item. It shall be computed based on
the equipment requirements of the project stipulated m the proposal and contract booklet. In no case shall
mobilization and demobilization exceed 1 % of the Estimated Direct Cost (EDC) of the civil works items.

B The Indirect Cost shall consist of the following:

B. 1

Overhead Expenses - ranges from 5 - 8% of the EDC, which includes the following:

B.1.1 Engineering and Administrative Supervision

B.1.2 Transportation allowances

B.1.3 Office Expenses, e.g., for office equipment and supplies, power and water consumption, communication
and maintenance.

B.1.4 Premium on Contractor's All Risk Insurance (CARI) B.1.5 Financing Cost

BATAS.org - Philippine Law Library REVISED GUIDELINES ON THE PREPARATION OF APPROVED ...

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 2 of 7

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



(a) Premium on Bid Security

(b) Premium on Performance Security

(c) Premium on Surety for Advance Payment

(d) Premium on Warranty Bond (one year)

B.2

Contingencies - ranges from 0.5-3% of the EDC. These include expenses for meetings, coordination with other
stakeholders, billboards, stages during ground breaking & inauguration ceremonies and other unforeseen
events.

B.3

Miscellaneous Expenses - ranges from 0.5-1 % of the EDC. These include labora­tory tests for quality control
and plan preparation.

B.4

Contractor's Profit Margin - shall be 8% and 12% of the EDC for projects above P5 Million and up to P5
Million, respectively.

B.5

VAT Component - shall be 12% of the sum of the EDC, OCM and Profit.

NOTE: For the percentage to be used for Nos. B.1, B.2 and B.3, see OCM (Overhead, Contingencies and
Miscellaneous) column in the tabulation below.

ESTIMATED DIRECT COST (EDC)

INDIRECT COS T% FOR OCM AND PROFIT

TOTAL INDIRECT COST % FOR OCM AND PROFIT

OCM (%OFEDC)

PROFIT (%OFEDC)
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Up to P5 Million

12

12

24

Above P5 Mupto P50M

9

8

17

Above P50M up to P150M

7

8

15

Above P150M

6

8

14

C. The prescribed format for the calculation of the BAC is shown in Attachment "A".

D. Instructions for filling-up the format:

D. 1

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

D. 2 Column (5) is the EDC of the work item as calculated and reflected in the cost analysis prepared by the
Estimator.

D. 3 Columns (6) and (7) are the mark-ups in percent for OCM and profit.

D. 4 Column (8) is the total mark-up, which is the sum of the percentages under columns (6) and (7).
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D. 5 Column (9) is,the Peso value of the total mark-up. It is determined by multiplying the total mark-up on
percent in column (8) with the EDC (column 5).

D. 6 Column (10) is the VAT component which is 12% of the sum of columns (5) and

D. 7 Column (11) is the total estimated Indirect Cost which is the sum of columns (9) and (10).

D. 8 Column (12) is the total estimated Total Cost or the sum of columns (5) and (11).

D.9 Column (13) is the unit cost for each item of works, determined by dividing the estimated Total Cost in
column (12) by its total quantity in column (3).

D. 10 Columns(1) thru (5) shall be filled up by the Implementing Office concerned, i-e., the Head of the
Project Management Office/Implementing Unit in the case of the Central Office, the Chief of the
Construction/Maintenance Division in the case of the Regional Offices, or the Chief of the
Construction/Maintenance Section in the case of the District Offices. These officials shall be responsible for
the integrity and reasonableness of their estimates vis-à-vis current market prices of materials, equipment and
labor, cost-effectiveness of construction methods and equipment, minimum production rates for equipment and
labor set by the Department, numbers and types of equipment, materials, labor used and other factors.

D.11 Columns (6) thru (13) shall be filled by the Bureau of Construction (BOC) in the case of Central Office,
the Assistant Regional Director in the case of Regional Office for projects within their delegated authority and
the Assistant District Engineer in the case of District Office for projects within their delegated authority. They
shall similarly be responsible for the reasonableness and integrity of the calculations. They may revise the
submitted estimates if, in their evaluation, the estimates need to be adjusted in accordance with the provisions
of this Department Order.

The officials who will finally approve the ABC (i.e., District Engineer/Regional
Director/Undersecretary/Secretary) may also cause revision on these estimates as part of the judicious exercise of
their authority.

Since the ABC is to be compared with the Contractor's bid and is the ceiling for acceptable bid prices in
accordance with the provision of R.A. 9184, the ABC should be based on the approval Bidding Documents for the
contract which contain the same work items and quantities as those to be used by the contractors in preparing their
bid.

DPWH estimators shall continuously update their information/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 the estimate should be shown in the cost analysis.

In all cases, estimates for special items of work (SPL), should be accompanied with plans and specifications,
methods of construction, measurements and payments duly approved by the head of the Implementing Office.

All Department Orders, circulars, memoranda and other issuances, or portions thereof that are inconsistent with
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this Department Order are hereby revoked or amended accordingly.

This Department Order shall take effect immediately.

Adopted: 16 May 2011

(SGD.) ROGELIO L. SINGSON
Secretary
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ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.
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