
REPUBLIC OF THE PHI L1PPINES
DEPARTMENT OF PUBLIC WORKS AND HIGHWAYS

OFFICE OF THE SECRETARY
MANILA

, (r-
091'/!!!J ~Jf
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Feb~ua~y 26, 1993

SUBJECT: APPLICATION FOR CONTRACTOR'S FINAL
PAYMENT RELEASE CERTIFICATE (BIR FORM NO.
2555) AS A REQUISITE BEFORE FINAL PAYMENT
OF WORK ACCOMPLISHED AND FINAL PAYMENT. OF
PRICE ESCALATION/ADJUSTMENT

In accordance with the Memorandum of Agreement (cop~
attached) entered into bet wen the Department of Finance and the
Depar'"t.fiH0)ntof F'ub 1ic v,Jor-'ks and Hi (]hw<::iY~::;d<':d.:f."d..July :I.3, :l.9c12 wh ich
provIdes "3. The DPWH shall require the presentation of a Tax.
Clearance from the BIR before final payment may be released to a
contractor.", effective immedi<::itely, t.he presentation of a
properly accomplished Application for Contractor's Final Payment
Release Certificate (BIR Form No. 2555) duly stamped by receiving
SIR Office concerned shall be required by this Department before
final p<::iymentof work <::iccomplished on all civil works contract.s
and final payment of price escalation thereof shall be made.

For this purpose, <::illconcerned officials and employees: of
the Department are directe~ to ~equire the contractor's copy of
the said Application for Contr<::ictor's Final Payment Release
Certificate <::ispart of the supporting documents of the
Disbursement Voucher before final payment of civil works contract
and final payment of price escal<::ition/adjustment thereof 5~all be
madE? •
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GUIDELINES AND INSTRUCTIONS

All contr~ctors wno are 90in9 to claim for final payments for
each contract) are required to file an ~~pplication for Contractor's
Final Payment Release Certificate.

The application forms are vailable at VAT Division, Revenue
District Offices and all DPWH Offices.

WEHRE AND HOW TO FILE

Contractors whose principal place of business falls within the
jurisdiction of Revenue District Office NOS. 21-Valenzuela; 22-Tondo;
23-Binondo-Sta.Cruz; 24-Quiapo; 25-south Hanila; 28-Halabon; 29-calo-
ocan; 30-North Quezon city; 30 A-south Quezon City; 31-Mandaluyong;
32-west Makati; 32A-East Makati; 33-Pasay; 34-parafiaque; 35-Pasig;
and 35;\-Harikina, snall file thel.r applic<lt.isnin duplicate at Room
214 A, VAT Division, BlR National Office Bldg., Diliman, Quezon City
(oriSjinal-Contractor and Duplicate-VAT Division).

contractors wh os e i?rincil,;lalplace of business is located outside
Netro Manila shall file t.net r application in triplicate at their
respective district offices (original - Contractor; Duplicate-VAT
Division and Triplicate - Revenue District Office.

WHEN A~D HOW TO FILE

File tile application tnrity (30) days before t.rie cLaarn for final
payment for each contract. In filing, attach the follmving documents
that would sU,tJporttotal previous D.PWH payments.

1. DPWH voucners
2. copies of the checks
3. other docwnents

DEFINITION OF T:2;Ri'-;S

1. DATE 'l'Ei{lv"iINA'I'ED-ori,;;;inalcontract expiration date or the
contract expiration date.

2. 'l'O'l'ALCONTRACT PRICE - The vrice appe ari nq in the contract of
'works including any escalation/adjustment of price.

3. TOrrAL AMOUNT P.REVIOUSLY COLLECTED - Total gross billings since
the start of the project but excluding the gross billings
for the final pa.:<mentdue. The amount shall include any
deductions made by the DPWH.

4. TOTAL TAXi.~SvHTHELD O~ AhOUNT PR!:~VICUSLYCOLLECTED - The
total 1% expanded wl.tholding tax on VAT and Non-VAT taxpayer
and the 2% ot.her percentage tax on Non-VAT contract only.

5. COLLECTIBLE FiNAL .t-lAYHEN'I'- Gross final billing which is tne
sub j ect of this application for contractor's fl.nal .i?ayTnent
release certificate.



MEMORANIlUM OJ?AGREI~MJ~NT

KNOW ALI. MEN BY TlffiSE PRESENTS:

This Agreement, made and executed by and between:

The Department of Public Works and lIighways, represented in this
Agreement by the Secretary of Public Works and Highways, JOSJ~ P. DE JESUS,
with principal office at Bonifacio Drive, Port Area, Manila

and

The Department of Flnance, represented in this Agreement by the Secretary of
Finance, RAMON R. DEL ROSARIO, JR., with principal offke at the DOF
Building, Teodoro F. Valencia Circle, Rizal Park, Manila,

WITNESSETH:

WHEREAS, under the provisions of the National Internal Revenue Code
(NlRC), as amended, contractors are subject to value-added tax (VAT) on their gross
receipts and to income tax on their net earnings.

WHEREAS, in the course of selective audit of some contractors engaged by the
government to construct infrastructures and other projects, the Bureau of Internal
Revenue (BIR) has noted that many contractors fail to report correctly for VAT and
income tax purposes the contract price paid to them.

WHEREAS, by the time underdeclaration of sales and/or receipts are discovered
by the BIR through investigation, the contractors are no longer in a position to pay the
corresponding deftciency in internal revenue taxes.

NOW, Therefore, in order to minimize if not to prevent deliquency in payment of
internal revenue taxes due from contractors engaged by the government, the
dete.nnination and collections of which entail additional cost and ditrtcult administrative
and/or judicial procedures, the Department of Public Works and Highways (DPWH),
represented by Secretary Jose P. de Jesus and the Department ofPinance (DOP),
represented by Secretary Ramon R. del Rosario, Jr., have mutuaUy agreed to coordinate
their efforts to ensure the prompt assessment and collection of internal revenue taxes due
from contractors engaged by the government to construct infrastructures and other
projects, by adopting the following procedures:

. 1. The DPWH shall continue to ensure the withholding of 1% creditable
income tax pursuant to Presidential Decree No. 1351 and Section 50 (b) in relation to
Section 245 of the NIRC on all payments of money or its equivalent representing the
con1ract price, compensation or service fee, including the amounts charged Cor materials
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supplied, mobilization fee, deposits and/or advance payments actually or constructively
paid to contractors engaged by the govennnent to undertake infrastructures and other
projects.

2. The DPWH shall continue to deduct and withhold 1% creditable income
tax and the 2% percentage tax pursuant to the provisions of Section 245 of the NIRC in
relation to Section 3 of Republic Act No. 1015, as amended, on payments to non-VAT
contractors whose gross annual sales or receipts do not exceed P200,OOO.00.

3. The DPWH shall require the presentation of a Tax Clearance from the BIR
before the fmal payment may be released to a contractor.

4. The DPWH, thru its Infrastructure Computer Center, shall furnish the BIR
with the names of contractors, nature and location of projects awarded, contract prices,
billings and payments made in computer diskettes which shall be forwarded to the BIR on
orbefore the 20th day of each month following the date of transaction. The BIR shall
provide the blank diskettes for this purpose.

5. The BIR shall develop a computer system whereby internal revenue tax
liabilities of contractors can be determined promptly by comparing the data provided by
the DPWH versus the respective tax returns filed.

6. The DPWH and the BIR shall form a Committee to oversee and formulate
rules and procedures for the proper and continuous implementation of the provisions of
this Agreement

Done in the City of .. .. _..... .... _._.__., Philippines, this .~.UtJ.}.J~
of .. , 1992.

Jg:Jl!E~s
Secretary

Department of Public Works
and Highways

~J.-~.
RAMON R. DEI. ROSA

Secretary
Department of Finance

SIGNED IN THE PRESENCE OF:

~~s.~
Undersecretary .

Department of Puhlic Works
" and Highways



3

REPUBLIC 01' TIlE PHILIPPlNES)
MANILA ) S. S.

Before me,.J JUt f 3a~~ , 1992, personally
appeared:

Name Community Tax Cert. No. Place & Date Issued

RAMON R. DEL ROSARIO 1.536133
Secretary of Finance

Makati - Feb. 2~92

JOSE P. DE W..8IJS __ . ~._68_6 _
·Sec. of Public Works

and Highways

known to me and to me known to be the same persons who executed foregoing
instrument and acknowledged to me that the same is their free and voluntary act and deed,
as well as the free and voluntary act and deed of the principals they repesent, 'Ibis
instrument, which consists of four (4) pages, refers to a Memorandum of Agreement., and
signed by the parties and two (2) witnesses on each and every page thereof.

IN TESTIMONY WHEREOF, I have set my hand and afftxed by notarial seal at
the place and on the date first above written.

DOC. NO '?~S-
PAGE NO. ~~=~~§fi:~:'
BOOK NO L...,. .
SERIES OF 19 -__f~ .
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