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Subject : Financial Eligibility of Joint Venture Partner with
Net Losses

Dear N

This is with reference to your email dated 02 September 2026 seeking guidance
regarding an issue you encountered during the post-qualification of a Joint Venture
(JV) bidder for the Procurement of Articulated Bus.

As represented, upon reviewing the financial statements of the JV bidder, it was noted
that one of its JV partners incurred a net loss for three (3) consecutive years. In this
regard, clarification was sought on whether the net loss incurred by one of the JV
partners affects the eligibility or financial capacity of the JV bidder, and whether such
circumstance may constitute a ground for its disqualification.

At the outset, please be informed that the Government Procurement Policy Board
(GPPB) and its Technical Support Office (TSO) render policy and non-policy matter
opinions, respectively, on issues purely pertaining to the interpretation and application
of procurement laws, rules and regulations. We have no authority to dictate to the
Procuring Entity (PE) how to decide or resolve issues relative to their procurement
activities. Moreover, neither we nor any other agency, authority, or official, except
courts of competent jurisdiction, can encroach upon or interfere with the exercise of
the authority and discretion of the PE. In this regard, we limit our response to relevant
procurement rules and regulations pertinent to the issues presented herein.

Section 63.3(c) of the Implementing Rules and Regulations (IRR) of Republic Act (RA)
No. 12009 requires the Bids and Awards Committee (BAC), during post-qualification,
to verify and validate the bidder’s financial requirements to ensure that it can sustain
the operating cash flow of the transaction.

For the procurement of Goods, Section 52.4.1.4 of the IRR provides that the Net
Financial Contracting Capacity (NFCC) must be at least equal to the ABC to be bid and
shall be computed using the formula prescribed therein. Where the bidder opts to
submit a Committed Line of Credit in lieu of the NFCC, it must be equivalent to at least
ten percent (10%) of the ABC.
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In the case of a ]V, Section 52.2 of the IRR provides that the submission of the
technical and financial eligibility documents by any of the JV partners constitutes
compliance with the eligibility requirements, subject to the requirement that the JV
partner responsible for submitting the NFCC shall likewise submit its Statement of all
Ongoing Contracts.

Corollary, the fact that one of the JV partners incurred net losses for three (3)
consecutive years does not, by itself, render the JV bidder ineligible or warrant a
ground for post-disqualification. The applicable provisions do not impose profitability
or the absence of net losses for a specified humber of years as an independent
financial eligibility requirement. Rather, the relevant consideration is whether the JV
bidder has complied with the applicable financial eligibility requirement prescribed
under the IRR and the Bidding Documents.

Accordingly, the BAC should verify whether the JV bidder has satisfied the applicable
financial capacity requirements by verifying and validating the NFCC submitted by the
JV partner responsible for its submission, in accordance with Section 52.4.1.4 and the
requirements stated in the Bidding Documents. The BAC should likewise verify and
validate the veracity, authenticity, and validity of the relevant financial documents and
statements submitted for purposes of establishing compliance with the NFCC
requirement.

Consequently, if the financial information reflected in the applicable AFS results in an
NFCC that is below the required amount, or if the BAC determines upon verification
and validation that the submitted documents or statements do not satisfy the
applicable requirements, the JV bidder may be post-disqualified on the appropriate
ground under the IRR and the Bidding Documents.

We hope to have provided sufficient guidance on the matter. Note that this response
is based solely on the facts and circumstances presented in your email. Therefore, the
same may not be applicable given a different set of facts and circumstances, nor does
it serve as the official position or stand of the GPPB.

Thank you.
Very truly yours,
(sgd.)

SOFIA C. YANTO-ABAD
Deputy Director General for Legal and Research Division-B



