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responsible for the observance by any sub-contractor of the terms and conditions of
the Contract.

11.02 If any portion of the project sub-contracted is not prosecuted faithfully in
accordance with the Contract, the sub-contractor shall be removed or replaced
immediately upon the written request of the PPA, provided, however, that any failure
of PPA to make such a request shall not relieve the CONTRACTOR of its obligations
under the contract. PPA shall not be responsible for the delays or costs incurred by
the CONTRACTOR because of the disapproval or removal of the sub-contractor or
because of the late submission of its or his approval.

ARTICLE XII
INSURANCE

12.01 The CONTRACTOR shall, secure the standard CONTRACTOR’s ALL RISK
INSURANCE (CARI) from the Government Service Insurance System (GSIS) or any
reputable surety or insurance company duly accredited by the office of the Insurance
Commission and acceptable to PPA to insure the works against all losses or damages
arising from whatever cause for which the CONTRACTOR is responsible under the
Contract.

ARTICLE XIII
WARRANTY

13.01 The CONTRACTOR shall assume full responsibility for the contract work
from the time project construction commenced up to final acceptance by the PPA and
shall be held responsible for any damage or destruction of the works, except those
occasioned by force majeure. The CONTRACTOR shall also be responsible for the
safety, protection, security, and convenience of the personnel, third parties, and the
public at large, as well as the works, equipment, installation and the like to be
affected by the construction work.

13.02 The defect liability period for the project covered by this Contract shall be
one (1) year from project completion up to final acceptance thereof by the PPA.
During this period, the CONTRACTOR shall undertake and complete the repair works,
at its own expense, of any damage to the said project within NINETY (90) DAYS from
the time the PPA or his duly authorized representative has issued an order to
undertake repair. In case of failure or refusal to comply with this order, PPA shall
undertake such repair works and the CONTRACTOR shall fully reimburse the former
for all expenses incurred therein upon demand.

13.03 After final acceptance of the project by the PPA, the CONTRACTOR shall
be responsible for structural defects and/or failure of the said project within the period
of FIVE (5) YEARS from the date of final acceptance thereof by the PPA. For this
purpose, the CONTRACTOR shall put warranty security in the form of cash, bank
guarantee, letter of credit or surety bond, callable on demand issued by any reputable
surety or insurance company duly accredited by the Office of the Insurance
Commission and acceptable to PPA in accordance with the following schedule:

a. Cash or Letter of Credit - Five percent (5%) of the total contract price

b. Bank Guarantee - Ten percent (10%) of the total contract price
c. Surety Bond - Thirty percent (30%) of the total contract price
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