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GA RESOLUTION NO. 2021-003 
 
ADOPTING ITS OFFICIAL POSITION AND PROPOSED 
AMENDMENTS FOR THE ENHANCEMENT OF THE DRAFT 
EXECUTIVE ORDER ENTITLED: “DIRECTING THE FULL 
DEVOLUTION OF CERTAIN FUNCTIONS OF THE EXECUTIVE 
BRANCH TO LOCAL GOVERNMENTS” TO ENSURE THE 
SMOOTH IMPLEMENTATION OF THE SUPREME COURT 
DECISION ON THE LGUs’ INTERNAL REVENUE 
ALLOTMENT, NOW REFERRED TO AS “NATIONAL TAX 
ALLOTMENT” (NTA) 

 
WHEREAS, the Supreme Court (“SC”) En Banc’s decision on the 
consolidated cases of Mandanas vs. Ochoa (G.R. No.199802) and 
Garcia v. Ochoa (G.R. No. 208488), promulgated on July 3, 2018, had 
attained finality on June 10, 2019 pursuant to its Entry of Judgement 
issued on September 2, 2019, which interpreted Section 6, Article X 
of the 1987 Constitution to mean that the LGUs’ National Tax 
Allotment or NTA, formerly referred to as the Internal Revenue 
Allotment or IRA, should be based on “ALL NATIONAL TAXES”, 
collected, i.e. pertaining to “GROSS” national taxes actually 
realized or actually collected, based on the “third fiscal year 
preceding”, which includes all the taxes, fees and charges collected 
by the Bureau of Customs1 as well as other shares of the National 
Government from national wealth and special taxes; 
 
WHEREAS, the National Government has deemed to implement 
this ruling of the Supreme Court beginning only on January 01, 2022 
based on the national taxes collected in FY 2019 upon the 
“suggestion” of the Office of the Solicitor General in its motion for 
reconsideration to the Court which was denied by the latter, and 
upon recommendation of the President’s Economic team contrary 
to the final decision of the Court, in contravention of Rules 36 and 
39 of the Rules of Court on the rendition of judgments, final orders 
and entry thereof, and notwithstanding the strong appeal made by 
the League of Provinces of the Philippines (“League”) that the same 
should be prospectively implemented from June 10, 2019 onwards 
consistent with the date of the finality of the said decision;  
 
WHEREAS, the League still maintains its official position, as stated 
in its GA Resolution No. 2020-006 that the reckoning date of the 
effectivity of the prospective application of the Supreme Court’s 
decision is not in 2022, as posited by the National Government, but 
from the actual date said ruling had lapsed into finality, which is on 
June 10, 2019 pursuant to its Resolution promulgated on April 10, 
2019; 

 

 
1 Section 2 (oo) of R.A. No. 10863, entitled: “An Act Modernizing the Customs and Tariff 
Administration”, to wit: “(oo) Taxes refers to all taxes, fees and charges imposed under this act 
and national internal revenue code (NIRC) of 1997, as amended, and collected by the bureau.” 
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WHEREAS, in preparation for the implementation of this Supreme Court decision, 
the National Government has drafted an Executive Order (“EO”) directing that all 
National Government Agencies (“NGAs”) and instrumentalities of the Executive 
Branch to “fully devolve to LGUs” all functions related to the provision of basic 
services and facilities that were devolved under the LGC and “other relevant laws” 
that are still being funded at the national level; 

 
WHEREAS, the Supreme Court decision did not include in its fallo or main 
dispositive portion of its ruling to compel the National Government to “fully 
devolve” to LGUs additional functions and services, national programs, activities 
and projects or PAPs, and NGA personnel as the lis mota or main issue of the final 
decision pertained only to the proper interpretation of Sec. 6, Article X of the 1987 
Constitution to establish the rightful determination of the national tax base from 
which the 40% NTA of LGUs should be computed, which is an unconditional block 
grant to be automatically released directly to the LGUs on a quarterly basis; 

WHEREAS, consistent with Constitutional mandate under Sec. 25, Article II thereof 
that “[t]he State shall ensure the autonomy of local governments”, the moment the 
NTA forms part of the LGUs’ local funds, the discretion to allocate and use the NTA 
and its other local funds should be left solely to the individual LGUs, in accordance 
to law and as duly-approved by its local Sanggunian, as they deem best and 
necessary in their territory in accordance to their duly-approved local development 
plans, programs and projects and that they shall likewise be held primarily 
accountable for its utilization; 

WHEREAS, In Ganzon v. Court of Appeals2, the Supreme Court said that the grant of 
autonomy is intended to "break up the monopoly of the national government over 
the affairs of local governments. Paradoxically, local governments are still subject to 
regulation, however limited, for the purpose of enhancing self-government.”  At the 
same time, the Court held that “it relieves the central government of the burden of 
managing local affairs and enables it to concentrate on national concerns. The President 
exercises 'general supervision' over them, but only to 'ensure that local affairs are 
administered according to law.' He has no control over their acts in the sense that 
he can substitute their judgments with his own.” 

 

WHEREAS, in Pimentel v. Aguirre3, the Supreme Court held that “[t]he Constitution 
vests the President with the power of supervision, not control, over local government units 
(LGUs). Such power enables him to see to it that LGUs and their officials execute their tasks 
in accordance with law. While he may issue advisories and seek their cooperation in solving 
economic difficulties, HE CANNOT PREVENT THEM FROM PERFORMING THEIR 
TASKS AND USING AVAILABLE RESOURCES TO ACHIEVE THEIR 
GOALS.   HE MAY NOT WITHHOLD OR ALTER ANY AUTHORITY OR POWER 
GIVEN THEM BY THE LAW. Thus, the withholding of a portion of internal revenue 
allotments legally due them cannot be directed by administrative fiat.” 

 

 

2 200 SCRA 271, 286, August 5, 1991, per Sarmiento, J.; citing 3, Art. X of the Constitution. 

3 G.R. No. 132998, July 19, 2000 (Emphases supplied) 
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WHEREAS, in Drilon v. Lim4,  the term “control” vis-à-vis “supervision” had 
already been properly distinguished by the Court, to wit: 

“An officer in control lays down the rules in the doing of an act. If they are 
not followed, he may, in his discretion, order the act undone or re-done by 
his subordinate or he may even decide to do it himself. Supervision does 
not cover such authority. The supervisor or superintendent merely sees to 
it that the rules are followed, BUT HE HIMSELF DOES NOT LAY 
DOWN SUCH RULES, NOR DOES HE HAVE THE DISCRETION 
TO MODIFY OR REPLACE THEM. If the rules are not observed, he may 
order the work done or re-done but only to conform to the prescribed rules. 
HE MAY NOT PRESCRIBE HIS OWN MANNER FOR THE DOING 
OF THE ACT. HE HAS NO JUDGMENT ON THIS MATTER 
EXCEPT TO SEE TO IT THAT THE RULES ARE FOLLOWED.” 
(Emphases supplied) 

 
WHEREAS, unless Congress has delegated by law the specific authority to the 
national government agency (NGA) concerned to issue the necessary guidelines in 
the implementation thereof, any other additional national impositions through 
Administrative or Executive Issuances, Department Orders or Circulars that are 
otherwise not specified by law or contrary to law, such as prescribing, requiring or 
dictating to LGUs as to how they should allocate or utilize the NTA and/or its local 
funds is already tantamount to “control” which is anathema to the fiscal and local 
autonomy guaranteed for LGUs as this is a usurpation of the power expressly 
granted by law5 to the Local Sanggunians, as the legislative body of the LGU, “to 
enact ordinances, approve resolutions and appropriate funds for the general welfare of 
the city and its inhabitants pursuant to Section 16 of this Code and in the proper 
exercise of the corporate powers of the city as provided for under Section 22 of this Code”6; 

 
WHEREAS, under Sections 16 and 17 of the Code, it respectively provides for the 
general welfare clause and the functions and basic services as well as the personnel 
devolved to the LGUs and that any additional functions or services, programs, 
activities and projects (PAPs), and NGA personnel to be further devolved to LGUs 
by the NGAs can only be done through the passage of a new law by Congress which 
expressly amends the Code and cannot be unilaterally imposed upon the LGUs 
through an Administrative or Executive issuance; 
 
WHEREAS, congressional lawmaking also remains subject to the limitations stated 
in the 1987 Constitution7 and the Court ruled in Batangas v. Romulo8, that even 
Congress has limitations in amending the Code since “[t]he Local Government Code 
of 1991 is a substantive law. And while it is conceded that Congress may amend any of the 
provisions therein, it may not do so through appropriations laws or GAAs. Any amendment 
to the Local Government Code of 1991 should be done in a separate law, not in the 
appropriations law.”  
 

 

4 Drilon v. Lim, G.R. No. 112497, 235 SCRA 135 August 4, 1994 

5  R.A. No. 7160, Sections 447, 458, and 468 on the powers, duties and functions of the 
Municipal, City and Provincial Sanggunians, respectively; (1991 Local Government Code) 

6 Ibid. 

7 G.R. Nos. 199802 and 208499, page 10 of SC Resolution promulgated on April 10, 2019 

8 G.R. No. 152774, May 24, 2004 
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WHEREAS, Sec. 17 (e) of the Code9 provides that the NGAs concerned should have 
fully devolved to LGUs the responsibility for the provision of basic services and 
facilities enumerated therein “within six (6) months after the effectivity of this 
Code” and further provides the following:  
 

 “(f) The national government or the next higher level of local government unit may 
provide or augment the basic services and facilities assigned to a lower level of local 
government unit when such services or facilities are not made available or, if made 
available, are inadequate to meet the requirements of its inhabitants. 

(g) The basic services and facilities hereinabove enumerated shall be funded from the 
share of local government units in the proceeds of national taxes and other local 
revenues and funding support from the national government, its 
instrumentalities and government-owned or controlled corporations which are tasked 
by law to establish and maintain such services or facilities. Any fund or resource 
available for the use of local government units SHALL BE FIRST 
ALLOCATED FOR THE PROVISION OF BASIC SERVICES OR FACILITIES 
enumerated in subsection (b) hereof before applying the same for other 
purposes, unless otherwise provided in this Code. 

(h) Regional offices of national agencies or offices whose functions are 
devolved to local government units as provided herein SHALL BE PHASED 
OUT WITHIN ONE (1) YEAR FROM THE APPROVAL OF THIS CODE. Said 
national agencies and offices may establish such field units as may be necessary for 
monitoring purposes and providing technical assistance to local government 
units. The properties, equipment, and other assets of these regional offices shall be 
distributed to the local government units in the region in accordance with the rules 
and regulations issued by the oversight committee created under this Code.”  

WHEREAS, it is clear from the above-cited provisions of the Code that the rules and 
regulations for the full devolution was delegated to the “oversight committee” 
created under Section 533 of this Code, wherein a representative each from the LGU 
Leagues, i.e., the League of Provinces, League of Cities, League of Municipalities 
and Liga ng mga Barangay, had been assured by law10 

WHEREAS, thirty (30) years after the passage of the Code, the proposed draft 
Executive Order, which should first be adopted and endorsed by the OCD to the 
President, aims to lay out the guidelines for both the NGAs and LGUs for the “full 
devolution” to coincide with the implementation of the Supreme Court ruling11 
beginning January 1, 2022, not only enumerates certain additional functions and 
services currently being performed by concerned NGAs, which said functions had 
been already devolved to LGUs under the 1991 Local Government Code, but also 
enjoins or even requires LGUs to continue and even prioritize the implementation 
of such national programs and projects, as well as urge LGUs to absorb the NGA 
personnel it had additionally employed through the years without the concomitant 
funds to be downloaded to LGUs in addition to its NTA which is unfair, specially 
to the low-income LGUs, as it will unnecessarily “supplant” or “replace” the similar 
priority programs and projects initiated, approved, and being implemented by 
LGUs based on its long-term development plan which is  tantamount to “control” 
contrary to the principle of local autonomy; 

 

9 R.A. No. 7160, Emphases supplied. 

10 Sec. 533 of R.A. No. 7160 on the formulation of the rules and regulations of the Code by the 
Oversight Committee on Devolution (OCD), prescribing the composition of its members. 

11 G.R. Nos. 199802 and 208488, 3 July 2018 
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WHEREAS, the increase in the NTA to be automatically received by LGUs in 2022 
as a result of the implementation of the Supreme Court ruling12 is already 
guaranteed by the Constitution, and considering that the Court applied the operative 
fact doctrine where the LGUs can no longer receive the IRA shortfalls otherwise 
legally due to them from 1992 up to the date of the finality of the said decision on 
June 10, 2019,  these additional NTA funds should not be left to the discretion of the 
NGAs as this is contrary to law and pertinent jurisprudence on local autonomy 
which empowered LGUs to have the sole discretion to allocate and use their NTA 
and local funds as approved by its Sanggunian, and in compliance to Sec. 17 (g) of 
the Code and other statutory obligations of the LGUs;  
 
WHEREAS, the national programs and projects of NGAs aimed to augment the 
devolved functions and services as part of the so-called “shared responsibility” of 
NGAs in support of LGUs, particularly those low-income LGUs, can still be 
continuously provided by the national government from its own share of the 
national taxes, as determined by the concerned NGAs in the prioritization of its 
budget, subject to availability of funds as approved by Congress in the General 
Appropriations Act (GAA), but we submit that consistent with LGUs’ autonomy, it 
is still up to the prerogative of the individual LGUs whether or not they deem fit or 
necessary to continue the implementation of such national programs and projects 
or even the require LGUs to hire, absorb or even prioritize the hiring of displaced 
NGA personnel; 
 
WHEREAS, while DBM committed to distribute their estimated P 234 Billion in 
accordance to the codal formula, representing the additional NTA for the 
implementation of the Supreme Court ruling13, based on an independent study 
conducted by PIDS14, there will be a resulting “vertical fiscal balance across 

different levels of LGUs”, more so for Provinces carrying much of the burden, i.e. 
37.9% share compared to its codal share of only 23%, due to the additional 
responsibilities proposed to be “re-devolved” to all LGUs in 2022 representing the 
funds allocated to PAPs of NGAs in the GAA, and that the NTA increase in 2022 
“will not be enough to provide the services that used to be provided by the NGAs 
prior to the unfunding of the re-devolved PAPs to provinces.”  Moreover, should 
the NGAs discontinue its funding support to LGUs through its PAPs allocations 
and imposes the continuance of such PAPs by LGUs, the funds allotted for these 
“shared responsibilities” the national government plans to re-devolve” to LGUs is 
estimated to run to at least P 400 Billion worth of functions to LGUs, which will 
exceedingly overwhelm the expected NTA increase by 2022; 

 
WHEREAS, under the principle of re-devolution or so-called “full devolution”, the 
redefined role of the National Government is to focus on the formulation of national 
development goals and targets, set national policy and service delivery standards 
with prior consultation with LGUs, and continue to assist, support, augment and 
enhance the technical and financial capacities of LGUs to effectively implement such 
devolved functions and services under the LGC, more so now with the on-going 
worldwide pandemic, respecting the LGUs’ fiscal and local autonomy; 

 

12 G.R. Nos. 199802 and 208488, 3 July 2018 

13 G.R. Nos. 199802 and 208488, 3 July 2018 

14 PIDS DISCUSSION PAPER SERIES NO. 2020-18; JUNE 2020; entitled: Fiscal 
Sustainability, Equity, and Allocative Efficiency in the Light of the 2019 Supreme 
Court Ruling on the LGUs’ Share in National Taxes, by: Rosario G. Manasan, page 11 
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NOW THEREFORE, BE IT RESOLVED, as it is hereby resolved, that the League of 
Provinces of the Philippines: 
 
ADOPTS ITS OFFICIAL POSITION AND PROPOSED AMENDMENTS FOR 
THE ENHANCEMENT OF THE DRAFT EXECUTIVE ORDER ENTITLED: 
“DIRECTING THE FULL DEVOLUTION OF CERTAIN FUNCTIONS OF THE 
EXECUTIVE BRANCH TO LOCAL GOVERNMENTS” TO ENSURE THE 
SMOOTH IMPLEMENTATION OF THE SUPREME COURT DECISION ON 
THE LGUs’ INTERNAL REVENUE ALLOTMENT, NOW REFERRED TO AS 
“NATIONAL TAX ALLOTMENT” (NTA) 

 
RESOLVED FURTHER, that the League’s position paper and proposed 
amendments to the draft Executive Order, herein attached as Annexes A, A-1 and 
A-2, which are made an integral part of this Resolution. 
 
RESOLVED FINALLY, that copies of this resolution be furnished the Office of the 
President, the Department of Budget and Management, the Department of Finance 
and the National Economic and Development Authority, Department of the Interior 
and Local Government, the Bureau of Internal Revenue, Bureau of Customs, and 
the Bureau of Treasury, the Senate and House of Representatives, and all ULAP 
member leagues, for their information, consideration, and appropriate action. 
 
DONE, this 12th day of March 2021, during the 6th General Assembly held at the 
EDSA Shangri-la Manila Hotel, Mandaluyong City and virtually via ZOOM. 

 
Certified true and correct: 

 
 
 
 
GOV. NELSON L. DAYANGHIRANG 
Secretary-General 

 
Attested by: 
 
 
 
 
GOV. PRESBITERO J. VELASCO, JR.                       
National President 
 
 
 
 
GOV. DAKILA CARLO E. CUA 
National Chairman 
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LEAGUE OF PROVINCES OF THE PHILIPPINES 

 
ANNEX A 

(Adopted as an Integral Part of LPP GA Resolution 2021-003) 
 

LPP’S POSITION ON THE PROPOSED EXECUTIVE ORDER  
ENTITLED: “DIRECTING THE FULL DEVOLUTION OF CERTAIN FUNCTIONS  

OF THE EXECUTIVE BRANCH TO LOCAL GOVERNMENTS” 

 
 

1. Full devolution cannot be achieved overnight.  This needs a proper transition 
phase for both the national and local governments in order to adjust to the 
implementation of the Court’s ruling on the LGUs’ constitutionally-guaranteed 
fiscal space, which was from an average of 16% of the GAA to finally increase to 
at least 23% of the GAA by 2022, where LGUs in our country will now be at par 
with their Southeast Asian counterparts.  With this increased share in public 
spending, LGUs will be able to contribute more to the country’s growth and 
development or GDP.  There should be a transition period – 5 to 10 years.  It will 
take time for the LGUs to be trained on the performance of functions, 
implementation of NG projects, difficult to hire qualified, trained and skilled 
personnel.   
 

2. The League reiterates the general rule that an administrative or executive issuance 
cannot amend a law passed by Congress.  Hence, any imposition of additional 
functions and responsibilities mentioned in the draft EO that are not specified in 
the Local Government Code (R.A. No. 7160) is legally infirm as this violates the 
Constitution’s separation of powers and the principle of fiscal and local autonomy.   

 
3. The NGA personnel should also not be imposed upon the LGUs to absorb.  Each 

LGU will have to decide for itself whether they have need for the re-hiring of these 
personal or not, subject of course to availability of funds and PS cap limitations, 
salary grades, etc.  The word “SHALL”  before the phrase “be given preference in 
the application process” connotes a  mandatory command.  It should be replaced 
with “MAY” consistent with the LGUs’ local autonomy, as it will be the sole 
discretion of the LGU to absorb or not, without necessarily violating the equal 
rights of local applicants to the vacant position; 

 
4. NGAs’ Programs, Activities and Projects or PAPs should also not be mandatory 

for LGUs to continue to implement the same in their area of jurisdiction.  For the 
national government to impose upon or require the LGUs the implementation of 
NG’s programs and projects specified in the Annex of the draft EO is tantamount 
to “control”. LGUs shall have the sole discretion in its determination whether it is 
part of their own needs and priorities based on their approved local development 
plans. 

 
The NGA’s PAPs or programs and projects funded in the 2021 GAA, 
notwithstanding the fact that such functions are already devolved to LGUs under 
RA 7160, which have been identified as the source of the funds representing the 
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increase in the LGUs’ share for FY 2022, should not be imposed upon LGUs as this 
is beyond “supervision”, as already defined by the Supreme Court in Pimentel v. 
Aguirre15, which is not consistent with the LGUs’ fiscal and local autonomy as 
guaranteed in the 1987 Constitution.  Corollarily, NGAs should not impose the 
transfer, absorption or even the prioritization of the application of its personnel 
upon the LGUs. 
 

5. The national tax allotment of LGUs or NTA (formerly the IRA) is an entitlement 
or a block grant due to all LGUs, guaranteed to them by the 1987 Constitution and 
allocated under a formula fixed by under the Court-modified Sec. 284 of the Local 
Government Code, to be disbursed and utilized by them based on their sole 
discretion and priorities as indicated in their local development and investment 
plans, programs activities and projects (PAPs) and based on their local annual 
budgets duly approved by their respective local Sanggunians.  Any retention is 
prohibited16.  Hence, the NTA should be automatically released only to bonafide 
LGUs and should no longer include the Metro Manila Development Authority 
(MMDA) which is a national agency under the Office of the President pursuant to 
jurisprudence17.  Therefore, to deduct the MMDA’s purported IRA share from the 
mandated 23% share of the 81 bonafide provinces is an illegal deduction which is 
unconstitutional. 
 

6. There is a need to create an Ad Hoc Committee until the convening of the 
Oversight Committee on Devolution (OCD), created pursuant to Sec. 533 of the 
LGC, which necessarily includes the Presidents of the four (4) LGU leagues and 
three (3) representatives each from the Senate and House of Representatives, as 
the proper entity not only to assess the transition plans of NGAs and their attached 
agencies mandated to be prepared under Section 4 of the EO on Full Devolution, 
validate the range of “devolvable” functions being undertaken by the latter and 
their corresponding budget allocations, but more importantly to adopt the final 
draft of the EO through an OCD Resolution endorsing the same for final approval 
by the President.   
 

Part of the OCD is its Technical working group (TWG), where the LGU leagues 
should take an active part in the finalization of the executive order as well as in the 
computation of the LGUs’ national tax allotment (NTA) pursuant to the Supreme 
Court’s ruling to ensure transparency and accountability of the agencies tasked to 
certify the same for inclusion in the National Expenditure Program (NEP) prior to 
its submission to Congress. 

 

7. Establish a special purpose fund in addition to the LGUs’ NTA, to be known as the 
“Local Development Fund,” in the General Appropriations Act to be taken from 
the budgets or savings of NGAs whose functions are to be devolved, to be 
provided to LGUs for specific development and strategic local initiatives.  The 
Local Development Fund may be used for the following purposes: 

a. As an equalization fund for low income LGUs 

 
15 G.R. No. 132988, 19 July 2000 

16 Ibid.  

17 G.R. 130230, MMDA v. Garin, April 2005; G.R. 135962, MMDA v. Bel-Air Village Subdivision, Inc., March 2000;       

 G.R. L-56022, Lopez v. Comelec, May 1985 
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b. Fund strategic investment projects of LGUs that have profound and 
sustainable economic development impacts 

c. Fund post-disaster build-back-better programs and anti-poverty 
programs designed for the poorest of the poor 

 

Create a special committee to be composed of the Secretaries of the DBM and 
NEDA, as well as the presidents of the four (4) LGU Leagues to decide on the 
allocation and the release of the annual Local Development Fund, subject to the 
adoption by the OCD and recommend its approval by the President. 

 

8. For the national government to complete the implementation of all infrastructure 
and non-infrastructure projects that have authorized budgets under the NEP and 
GAA prior to the effectivity of the EO, before the same are turned over to the LGUs 
because these projects were identified, approved, and budgeted for by the NG and 
the LGUs, in the exercise of its local and fiscal autonomy, have the discretion 
whether to pursue or discontinue these projects; 

 

9. For the LGU Leagues to be furnished an inventory of all local infrastructure 
projects currently funded by the national government and which are to be 
devolved to the respective LGUs including their locations, budget, expenditure 
and implementation status; 

 

10. Provide the LGUs with accurate and up-to-date information on the level and mix 
of expenditures that the national government is currently budgeting and spending 
for.  This will allow both the national government and LGUs to assess the impact 
of current NG spending for devolved functions, and determine whether the 
implementation of the Supreme Court’s ruling will cause fiscal issues for the 
national government’s post-transition plan. 

 

11. Reference to Sec. 17 of the Local Government Code on the devolved functions and 
services to LGUs is sufficient.  Hence, the League proposes the deletion of the 
phrase “and other relevant or pertinent laws” as this is too vague and too broad.   
Similarly, the phrase “to be devolved” must also be deleted as this creates a wrong 
impression that an EO can unilaterally impose additional functions and services, 
programs, activities and projects (PAPs) and impose the absorption of NGA 
personnel positions to be dissolved.    

 

12. LGUs are not “solely” responsible for the general welfare of the people.   The 
Constitution states that it is the prime duty of the State to serve and protect the 
people and ensure their general well-being.  Hence, the NG cannot abrogate its 
responsibility and should continue to support LGUs using their share of the 
national taxes in their respective budgets. LGUs’ powers are limited to section 17 
of the LGC, no more no less, in the meantime.  Delete in the EO the devolution of 
the shared functions as this should continuously be a “shared responsibility” of 
the State using the whole-of-nation approach. 

 

13. Enclosed is Annex A-1, detailing the specific proposed amendments of the League 
to the draft EO, herein made an integral part of this document. 
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LEAGUE OF PROVINCES OF THE PHILIPPINES 
 

ANNEX A-1 
(Integral Part of Annex A of the LPP GA Resolution N0. 2021-003) 

 
LPP’s PROPOSED AMENDMENTS AND ITS LEGAL BASIS 

FOR THE ENHANCEMENT OF THE PROPOSED EXECUTIVE ORDER,  
ENTITLED: “DIRECTING THE FULL DEVOLUTION OF CERTAIN FUNCTIONS  

OF THE EXECUTIVE BRANCH TO LOCAL GOVERNMENTS” 
 

(Reference:  Based on proposed Draft E.O., as of July 22, 2020 – Annex A-2) 
 

 
I. COMMENTS AND PROPOSED AMENDMENTS On the 5th Paragraph or 

WHEREAS on page 1: 
 
Delete the entire second sentence (with strikethrough markings) and add the actual 
quote of the SC Decision verbatim (in capitalized bold red italic fonts), to wit: 

 
“WHEREAS, the July 3, 2018 SC En Banc Decision on G.R. Nos. 199802 
and 208488 became final and executory on June 10, 2019 following the 
denial of the Office of the Solicitor General’s Motion for 
Reconsideration. The Decision ordered the Secretaries of Finance and 
Budget and Management and Commissioners of Internal Revenue and 
Customs, and the National Treasurer to include all collections of 
national taxes in the computation of the base of the just share of the local 
government units (LGUs) according to the ratio provided in the LGC 
STARTING FY 2022 based on the “third fiscal year preceding,” which 
is the FY 2019 national tax collections, the year when said Decision 
became final and executory;” 
 
THE COURT’S DECISION STATES THUSLY: 
 

“2.  ORDERS the SECRETARY OF THE DEPARTMENT 
OF FINANCE;  the SECRETARY OF THE DEPARTMENT 
OF BUDGET AND MANAGEMENT; the 
COMMISSIONER OF INTERNAL REVENUE; the 
COMMISSIONER OF CUSTOMS; and the NATIONAL 
TREASURER to include ALL COLLECTIONS OF 
NATIONAL TAXES   in the computation of the base of the 
just share of the Local Government Units according to the 
ratio provided in the now-modified Section 284 of Republic 
Act No. 7160 (Local Government Code)  except those 
accruing to special purpose funds and special allotments 
for the utilization and development of the national 
wealth.” 
 

AND IN ORDER FOR THE NATIONAL GOVERNMENT TO COMPLY 
WITH THE COURT’S FINAL DECISION PURSUANT TO THE 
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COURT’S ENTRY OF JUDGMENT ISSUED ON SEPTEMBER 2, 2019, 
AND UPON RECOMMENDATION OF THE DBCC, THE 
GOVERNMENT HEREBY COMMITS TO START THE PAYMENT OF 
THE NTA ADJUSTMENTS TO LGUS BEGINNING FY 2022 IN 
CONSIDERATION OF THE FOLLOWING REASONS:  (1) CURRENT 
FINANCIAL SITUATION OF THE GOVERNMENT DUE TO THE 
PANDEMIC; (2) THE IMPLICATIONS OF THE COURT’S DECISION 
TO THE DETRIMENT OF ON-GOING NATIONAL PROGRAMS, 
ACTIVITIES AND PROJECTS AND THE NEED FOR A TRANSITION 
PHASE; (3) DIFFICULTIES ENCOUNTERED IN THE 
COMPUTATION OF THE LGUS’ SHARE FROM SPECIAL 
ACCOUNTS FROM SPECIAL TAXES; AND (4) THE TWO-YEAR 
BUDGET CYCLE CALENDAR TO BE OBSERVED; 
 
 

Our proposed amendments are based on the following: 
 

1. The League fully supports the first sentence of the WHEREAS clause that “the July 
3, 2018 En Banc decision on G.R. Nos. 199802 and 208488 became final and executory 
on June 10, 2019 following the denial of the Office of Solicitor General’s Motion for 
Reconsideration” as this is accurate.   
 
In the Court’s Resolution dated September 2, 2019, the Court held that “the same 
has, on June 10, 2019, become final and executory and is hereby recorded in the Book of 
Entries of Judgments. 
 
This is also consistent with the April 10, 2019 En Banc Resolution of the Court 
which ruled as follows: 

 
“The adjusted amounts can be deemed effective only after this ruling 
has lapsed into finality, which is procedurally to be reckoned only from 
the denial of the OSG’s motion for reconsideration through this 
Resolution.  From then onwards, and as rules herein, the just share 
should be based on all national taxes collected on the “third fiscal year 
preceding.:  In the absence of any amendment by Congress, the rates 
fixed in Section 284 of the LGC, as herein modified, shall control.    
 
WHEREFORE, the Court DENIES the motion for reconsideration 
of the respondents, and the motion for partial reconsideration of the 
petitioner in G.R. No. 208488.   
 
SO ORDERED.” 

 
 

2. However, in the last sentence of said paragraph or WHEREAS clause, it 
surreptitiously inserted the phrase “STARTING FY 2022” which can be 
misleading as it deviates from the actual ruling of the Court which has no actual 
mention of said phrase. Verba legis non est recedendum (from the words of a statute 
there should be no departure). 
 
We, therefore, strongly disagree with the insertion of said phrase because it is not 
part of the SC ruling, and was, in fact, part of the SOLGEN’s motion for 
clarification, dated 16 August 2019 to “clarify and include in the dispositive that 
the LGUs would start receiving the adjusted IRA in 2022”.  The Court had already 
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DENIED this motion for clarification in its Resolution dated September 2, 2019, 
as stated in its Entry of Finality of Judgement.   
We, therefore, strongly urge and recommend that the draft EO should instead 
quote verbatim the actual decision, and not to add nor subtract any word nor 
phrase therefrom. 
 

3. If, the National Government opted to start paying the LGUs “beginning FY 2022” 
for the reasons it cited, this is the prerogative or “OPTION” or “ALTERNATIVE” 
as “SUGGESTED” by the Executive branch and merely duly-noted by the Court 
but nonetheless DENIED in its final ruling.   
 
It should instead state so in the WHEREAS of the draft EO that this 2022 payment 
is the “OPTION” it had taken citing the reasons the SOLGEN provided to the 
Court, but this does not change the fact nor relieve them of the Constitutional 
obligation to still comply with the SC’s final decision that the reckoning date of 
its prospectivity is “from June 10, 2019 onwards”.  This is evidenced by the Court’s 
elaboration on this matter, to wit: 

 
a. Excerpts from the 10 April 2019 Resolution of the Supreme Court  

on G.R. Nos. 199802 and 208488:  
 

x x x 
“While the Court understands the financial implications that may 
result from the July 3, 2018 decision, it is not within the power of the 
Court to adjust the purportedly exorbitant rate of the fair share of the 
LGUs.  In striking down the affected provisions of the LGC, the Court is 
only exercising and discharging its constitutional duty of judicial 
review.   

 
The duty does not allow the Court to mark time and await the 
rectification to be made by Congress of the unconstitutional 
situation, as the OSG seems to suggest, considering that the Court 
has to intervene and act once its power of judicial review has been 
properly and duly invoked.” (Emphases supplied) 

 
b. Excerpts from the 8 October 2019 Resolution of the Supreme Court  

on G.R. Nos. 199802 and 208488:  
 

x x x 
 

“The OSG provided ALTERNATIVES in order to comply with our 
July 3, 2018 decision and April 10, 2019 resolution.  However, the 
Court is not the proper authority to choose which OPTION to 
take and leave it to the wisdom of the Congress and the 
Executive to craft the appropriations bill pursuant to Our ruling. 

 
II. PROPOSED AMENDMENTS on the 6th Paragraph/ WHEREAS clause 

on page 1, insert the phrase as stated in bold capitalized red italic fonts 
herein, to wit: 

 
“WHEREAS, based on the latest estimated revenue collections 
of the National Government (NG) for 2019, the total 
NATIONAL TAX ALLOTMENT (NTA) OF LGUs (FORMERLY 
REFEERED TO AS THE Internal Revenue Allotment (IRA) is 
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expected to increase by around P234 billion in FY 2022, 
equivalent to twenty-seven percent (27%) increase in the IRA 
and around one percent (1%) of Gross Domestic Product, THE 
FINAL DETERMINATION OF WHICH SHALL BE MADE 
AFTER DUE CONSULTATIONS WITH THE LGU LEAGUES”  

 
Our proposed amendments are based on the following: 
 
1. It must be stated in the WHEREAS clause that the IRA is not to be referred to as 

“National Tax Allotment” or NTA, also from June 10, 2019 onwards, since the 
LGUs’ just share shall be based on all national taxes and the Court deleted the 
phrase “INTERNAL REVENUES” and MODIFIED the pertinent provisions in the 
LGC and its IRR.  This final decision becomes part of the law, pursuant to Articles 
7 and 8 of the Civil Code (R.A. 386) and shall be deemed “NOT WRITTEN” from 
the date the said law was passed by Congress in 1991. 
 

2. The League strongly appeals that DOF data on the tax base, including those for 
the special funds, to be used for the computation of this estimated P 234 Billion be 
shared and vetted with the League of Provinces of the Philippines to properly 
inform our members on how it will be prospectively computed pursuant to the 
Supreme Court ruling.   
 

3. BOC’s certified gross collections in 2019 is P 628.555 Billion.  Hence, the 40% NTA 
share of LGUs from the duly-certified gross taxes collected by the BOC in  FY 2019 
for FY 2022 is P254 Billion.  The word “ALL” is synonymous with “GROSS”.  The 
Constitutional mandates must prevail over statutory obligations.  Therefore, the 
determination of the LGUs’ NTA pursuant to the modified Sec. 284 of the LGCode 
must take precedence over any other statutory deductions to arrive at the “NET” 
taxes collected, except for those not “actually realized” as worded in the LGC’s 
IRR. 

 
This amount still does not include the LGUs’ 40% share from the special shares of 
the National Government from special taxes included by the Court in the 
computation of the tax base.  Hence, the increase of P234 Billion being cited by the 
DBM in the draft EO is merely indicative.  Hence, the amount to be cited in the 
actual EO must be accurate pursuant to the Court’s decision. 

 
4. In all matters concerning LGUs and local autonomy, Prior consultations with 

LGUs is mandatory and the LGU Leagues must be duly-represented in the 
Oversight Committee on Devolution (OCD) pursuant to Section 533 of RA 7160.   

 
III. COMMENTS AND PROPOSED AMENDMENTS (in bold capitalized red italic 

fonts) on the 1st Paragraph or 8th WHEREAS on page 2: 
 
Delete the phrase “and other legislative measures” (with strikethrough markings) 
and add the phrase cited below in capitalized bold red italic fonts, to wit: 

 
WHEREAS, starting FY 2022, the LGUs are obliged to be truly 
primarily responsible for the delivery of devolved services as 
prescribed under Section 17 of the LGC and other legislative 
measures, but most of which are being performed by the 
national government agencies (NGAs) concerned AS PART 
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OF THE SHARED RESPONSIBILITIES BETWEEN THE 
NATIONAL AND LOCAL GOVERNMENTS; 
 

Our proposed amendment is based on the following: 
 
1. The “OTHER LEGISLATIVE MEASURES”, are still pending approval in 

Congress and to include this phrase is too broad and will be legally infirm as only 
those bills and resolutions actually passed into law by Congress can be cited.  
Moreover, citations must be specific as to which law is pertinent.  In this case, R.A. 
7160 or the LGC is the substantive law detailing the list of functions and services 
devolved to LGUs to which the latter will be mainly accountable for.  
 

2. LGUs have been obliged to be primarily responsible for the delivery of devolved 
services as prescribed under Section 17 of the LGC since 1991.  What has been 
lacking for the past 30 years is the necessary concomitant funds and resources that 
otherwise should have been automatically released to them as mandated in the 
Constitution to effectively implement these devolved functions and services, 
which funds were continued to be lodged with the budgets of the NGAs.   
 
Hence, since most of which are being performed by the NGAs concerned, these 
are “shared responsibilities” representing the priority programs, activities and 
projects (PAPs) otherwise should have been devolved since the passage of the 
Code but still included as part of the NGA’s annual budgets approved by 
Congress in the GAA.  As “shared responsibilities” only the funds attached to 

such PAPs will be downloaded to LGUs and for the national to impose and 
require the continuance of such PAPs in the LGUs is beyond the power of 
“supervision” over LGUs since the latter is empowered to have the sole 
discretion in the allocation and utilization of its NTA and local funds by its 
local Sanggunian, as approved by the Local Chief Executive, in conformity to 
the principle of fiscal and local autonomy.   

 
3. The State, or the entire Government bureaucracy as a whole, is collectively 

responsible to ensure the general welfare of its people, although mainly the 
responsibility of LGUs, the national government is still there to provide support 
and augment the technical and fiscal capacities of LGUs, particularly the low-
income LGUs as part of the “shared responsibilities”.  This is evidenced by 
Sections 4 and 5 of Article II of the Constitution cited below. 
 

IV. PROPOSED AMENDMENTS ON SECTION 2. 
 
Delete the phrases with strikethrough markings and add the words and phrases cited 
below in capitalized bold red italic fonts, to wit: 

 
SECTION 2. Functions, Services and Facilities for Full 
Devolution. The functions, services and facilities to be fully  
ALREADY devolved from the NG to the LGUs include those 
indicated in the Annex of this Order, IS consistent with Section 
17 of the LGC and other pertinent laws.  
 
For purposes of this Order, full devolution, or devolution for 
brevity, shall pertain to the act by CONGRESS, which the NG, 
confers power and authority to the various LGUs to perform 
specific functions and responsibilities.  
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As such, the LGU concerned shall be solely MAINLY AND 
PRIMARILY BE responsible for the provision of all basic 
services and facilities that were devolved under the LGC and 
other relevant laws. However, some functions shall MAY be 
shared with the NG pursuant to THE LOCAL GOVERNMENT 
CODE  other laws. 

 
Our proposed amendments are based on the following: 
 
1. The phrase “TO BE DEVOLVED”  mentioned in several parts of the draft EO is 

misleading and actually a misnomer since DBM Sec. Wendell Avisado had 
himself confirmed the position taken by the League that the implementation of 
the Court’s decision is merely a “FISCAL DEVOLUTION” of resources and that 
assurances were made by the latter, together with DILG OIC Usec. Florece, during 
the online consultations held that “NO ADDITIONAL FUNCTIONS AND 

SERVICES WILL BE DEVOLVED TO LGUS” other than those already provided 
for under Sec. 17 of the Code.  Hence, we propose the deletion of all the phrases 
“TO BE DEVOLVED” mentioned in the draft EO so as not to be misleading.  
 

2. The word “SOLELY” must be deleted.  LGUs cannot “SOLELY” be responsible 
for the provision of all basic services and facilities that were devolved under the 
LGC although they are mainly and primarily responsible and accountable for 
such devolved functions and services.  In fact, using the whole-of-nation 
approach, the State as a whole, both the national and local governments, have 
“SHARED RESPONSIBILITIES” to the people as enshrined in Article II, Sections 
4 and 5 of the 1987 Constitution provides: 
 

“SECTION 4. The prime duty of the Government is to serve and 
protect the people. The Government may call upon the people to defend 
the State and, in the fulfillment thereof, all citizens may be required, under 
conditions provided by law, to render personal military or civil service. 
 
SECTION 5. The maintenance of peace and order, the protection of life, 
liberty, and property, and the promotion of the general welfare are 
essential for the enjoyment by all the people of the blessings of 
democracy.” (Emphases supplied) 
 

If LGUs shall be “SOLELY” responsible for the people’s general welfare, the 
following will partly be the impact of such word: 
 

• There will be underfunding of devolved functions since the LGUs’ “IRA” has 
only been 16% of the GAA and 84% is controlled by the National Government 
for its operations as well as its other constitutional and statutory obligations;  
 

• LGUs will be overburdened with responsibilities that they do not have the 
concomitant local funds to use to implement it. This may have profound 
political backlashes on local leaders who will be at the forefront of 
implementing the so-called “new arrangement”; and 
 

• There will be so much “fiscal fat” in the national government since the 
delivery functions of several regional offices shall have been devolved to 
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LGUs. This, occurring side by side with severe underfunding of devolved 
functions. 

 
 

3. To include the phrase “and other relevant laws” is too broad and should be 
deleted since these are UNFUNDED MANDATES that do not expressly amend 
the Code.  It will be difficult for LGUs to comply with other pertinent laws that 
only provide additional functions to LGUs without ensuring the provision of the 
concomitant funds necessary to implement the same.  LGUs are mandated to 
prioritize to fund first the basic functions and services under the Code. 
 

V. PROPOSED AMENDMENTS ON SECTION 3, page 2. 
 
Delete the phrases with  strikethrough markings and add the phrase cited below in 
capitalized bold red italic fonts, to wit: 

 
SECTION 3. Principles and Guidelines for the Devolution of Services 
and Functions and Review of the Agency Organization and 
Operations. The conduct of the functional and organizational review 
by the department secretaries and agency heads concerned shall be 
guided by the following principles:  
 
(a) The proper role of the NG is to set national policy and service 
delivery standards, AFTER PRIOR CONSULTATION WITH LGUs 
and assist, oversee and monitor the LGUs, complementary to the 
stronger implementing role that the LGUs shall assume;  
 
(b) The NG, in coordination AND PRIOR CONSULTATION with the 
LGUs AND PRIOR APPROVAL OF ITS SANGGUNIAN, shall 
formulate and pursue a long-term institutional development program 
for  TO SUPPORT the LGUs in order to strengthen their capacities and 
capabilities to fully assume the devolved functions based on the LGC 
and other relevant laws. On the other hand, the LGUs shall undertake 
the necessary actions in order to prepare for the greater THEIR role and 
responsibilities UNDER THE LGC that they are expected to assume as 
a result of the devolution of functions from the NG; and  
 
(c) The devolution of the provision of public goods shall be guided by 
the following: 1. The benefits and beneficiaries are location-specific; and 
2. The extent of geographical spillover effects shall determine the level 
of local government to which a function is to be devolved. 

 
Our proposed amendments are based on the following: 
 
1. “Prior consultation” with LGUs and “prior approval” of the Sanggunian 

is required before any project or program is implemented in their 
jurisdictions, pursuant to Sections 2 (c), 26 and 27 of the Code to wit: 

 
Section 2. Declaration of Policy. –  
(c) It is likewise the policy of the State to require all national agencies and offices 
to conduct periodic consultations with appropriate local government 
units, nongovernmental and people's organizations, and other concerned 
sectors of the community before any project or program is implemented 
in their respective jurisdictions. 
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Section 26. Duty of National Government Agencies in the Maintenance of 
Ecological Balance. - It shall be the duty of every national agency or 
government-owned or controlled corporation authorizing or involved in the 
planning and implementation of any project or program that may cause 
pollution, climatic change, depletion of non-renewable resources, loss of crop 
land, rangeland, or forest cover, and extinction of animal or plant species, TO 
CONSULT WITH THE LOCAL GOVERNMENT UNITS, nongovernmental 
organizations, and other sectors concerned and explain the goals and objectives 
of the project or program, its impact upon the people and the community in terms 
of environmental or ecological balance, and the measures that will be undertaken 
to prevent or minimize the adverse effects thereof. 

Section 27. Prior Consultations Required. - No project or program shall be 
implemented by government authorities unless the consultations mentioned in 
Sections 2 (c) and 26 hereof are complied with, and PRIOR APPROVAL OF 
THE SANGGUNIAN concerned is obtained. 

 
2. Item “(c)” should be deleted in its entirety as this runs counter to the 

DBM and DILG’s pronouncement that there will be no additional 
functions and services to be devolved.  An EO cannot amend the LGC 
and, therefore, such additional functions and services cannot be 
additionally imposed unless already provided for in the LGC.  The 
devolved functions and services in the LGC are not selective and applies 
to all LGUs.  The draft EO cannot, therefore, be selective in its 
application of “additional” functions to be devolved to “location 
specific” as it seems to suggest. 
 

 
VI. COMMENTS ON SECTION 4, Page 3 ON PREPARATION OF 

DEVOLUTION TRANSITION PLANS. 
 
1. This is more of a concern and responsibility of the NGAs concerned, in 

consultation with the LGUs.   The NGAs merely need to cut costs in their 
respective budgets and do away with duplicating the already devolved 
functions and services to the LGUs under the LGC.   
 

2. The PAPs of NGAs that have been unfunded should not be imposed nor 
required of LGUs to implement, specially if the LGUs already have their own 
respective PAPs for such services in place.   

 
3. Likewise, the personnel complement of NGAs to be discontinued cannot be 

automatically absorbed by and imposed upon LGUs as this will have an impact 
to the PS cap or ceilings on personnel services imposed by the LGC.  DBM and 
DILG have both assured the Leagues that these PAPs and personnel 
complement will not be mandatorily imposed upon LGUs and it will be up to 
the prerogative or discretion of the individual LGUs whether to continue such 
PAPs and/or absorb such personnel. 

 
4. On the LGUs’ submission of their respective transition plan to the DILG, this 

will come after the NGAs have finalized their devolution transition plans.  NG 
must: 

 
a. Provide the LGUs with a template and guidelines for the preparation of 

their transition plan; and 
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b. For the component cities and municipalities to submit their respective 
transition plans to the province; and those of the provinces, and highly-
urbanized and independent component cities to be submitted to the 
DILG regional offices. 

 
5. ACTION NEEDED: COMPREHENSIVE INVENTORY OF 

DEVOLVED AND SHARED FUNCTIONS AND THE 
CORRESPONDING BUDGET.  

 
The League strongly recommends that a technical working group from NG 
and the leagues should be constituted to conduct assessment of the transition 
plans of departments and agencies mandated to be prepared under Section 4 
of the DBM EO and validate the range of “devolved” functions being 
undertaken by them and the corresponding budget allocation of these 
functions.  
 
 

VII. COMMENTS ON SECTION 5, ON COMMITTEE ON DEVOLUTION, page 4. 
 
The functions, powers, duties and responsibilities as well as the composition of 
the Oversight Committee on Devolution must conform to Sec. 533 of the LGC.  An 
EO cannot amend the law, and, therefore, it cannot diminish the composition 
thereof.  The OCD, once re-convened  for this purpose, is the proper body to adopt 
the final draft of the proposed Executive Order and recommend for its approval 
by the President. 
 
Basis for proposal: 

 
The OCD’s composition under Sec. 533 of RA 7160 is as follows: 

“(b) The Committee shall be composed of the following: 
(1) The Executive Secretary, who shall be the Chairman; 
(2) Three (3) members of the Senate to be appointed by the 
President of the Senate, to include the Chairman of the 
Committee on Local Government; 
(3) Three (3) members of the House of Representatives to be 
appointed by the Speaker, to include the Chairman of the 
Committee on Local Government; 
(4) The Cabinet, represented by the following: 

(i) Secretary of the Interior and Local Government; 
(ii) Secretary of Finance; 
(iii) Secretary of Budget and Management; and 

(5) One (1) representative from each of the following: 
(i) The League of Provinces; 
(ii) The League of Cities; 
(iii) The League of Municipalities; and 
(iv) The Liga ng mga Barangay. 
 

VIII. PROPOSED AMENDMENTS TO SECTION 8, Page 6 and SECTION 14, 
on page 9 - ON THE OPTIONS FOR PERSONNEL WHO MAY BE 
AFFECTED BY THE DEVOLUTION EFFORTS and OPT TO APPLY TO 
LGUs 
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Delete the mandatory word “SHALL” and replace with the word “MAY” before the 
word “absorb” in Sec. 14 (with strikethrough markings) and add the phrase cited 
below in capitalized bold red italic fonts, to wit: 
 

SECTION 8. Options for Personnel Who may be Affected by the 
Devolution Efforts. Personnel hired on a permanent basis and 
with appointments attested by the Civil Service Commission 
(CSC) who may be affected by the devolution of the functions of 
the Executive Branch shall have the option to:  
 
(a) Be transferred to other units/offices within the 
department/agency concerned without reduction in pay; or  
 
(b) Be transferred to other agencies in the Executive Branch 
without reduction in pay; or  
 
(c) Avail of the retirement benefits and separation incentives as 
herein provided and MAY be given preference BY THE 
CONCERNED LGU should they apply to vacant positions that 
shall perform the devolved functions in the LGUs concerned 
PROVIDED THE LGU SEES THE NEED FOR THE HIRING OF 
THE SAME AND APPROVES THE SAME Provided FURTHER, 
however, that their re-employment shall be considered as new 
entry to the civil service, AND PROVIDED FINALLY THAT 
THEIR ABSORPTION TO THE CONCERNED LGU SHALL BE 
IN ACCORDANCE TO THE PSC AP LIMITATION SET BY THE 
CODE  The DBM, DILG, and the CSC shall develop and issue 
guidelines, as necessary, IN PRIOR CONSULTATION WITH 
THE LGUs, to ensure fair, orderly, and transparent 
implementation of this provision. 
 
X x x 
 
SECTION 14. Affected Personnel Who Retired/Separated from 
the Service may Apply to a Vacant Position in the LGUs 
Concerned. Affected personnel with permanent appointment 
who retired/separated from the service may apply to vacant 
positions that shall perform the devolved functions in the LGUs 
concerned. They shall  MAY be given preference in the application 
process. However, it is understood that ONCE APPROVED, 
ACCEPTED OR RE-HIRED BY THE LGU, they shall be subject to 
the compensation system of the LGU concerned, and that such 
reemployment shall be considered new entry to the civil service.  
 
Affected personnel hired on a casual or contractual basis shall 
MAY also be given preference, after those with permanent 
appointment, in the application process should they apply to 
subject vacant positions in the LGUs concerned.  
 
Hence, to facilitate the application process, departments/agencies 
concerned shall prepare a list of affected personnel and their 
qualifications/competencies for reference of the LGUs concerned. 
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BASIS FOR THE PROPOSED AMENDMENT: 
 

1. The operative term to be used should be “MAY” since it is not mandatory on the 
part of the LGU to accept nor re-hire the displaced NGA personnel.  They may 
only be given preference if the LGU so decides so as not to be discriminatory to 
local constituents applying for the same vacant position.  The word “SHALL” is 
mandatory and should be changed to “MAY”. 
 

2. This is in conformity to the principle of local autonomy, that it is the individual 
LGUs that will have the sole discretion whether or not to re-hire the displaced or 
affected NGA personnel based on their own priorities and needs and subject to 
availability of funds as well as in compliance with the general limitations of the 
Code on PS caps as provided in Sec. 325 of the LGC, to wit: 

“Section 325. General Limitations. - The use of the provincial, city, 
and municipal funds shall be subject to the following limitations: 

(a) The total appropriations, whether annual or supplemental, 
for personal services of a local government unit for one (1) 
fiscal year shall not exceed forty-five percent (45%) in the case 
of first to third class provinces, cities and municipalities, and 
fifty-five percent (55%) in the case of fourth class or lower, of 
the total annual income from regular sources realized in the 
next preceding fiscal year.”  

X X X 

 
IX. PROPOSED AMENDMENTS (in bold capitalized red italic fonts)  

ON SECTION 18 page 10.   
 

SECTION 18. Use of Savings from Devolved Functions, 
Services and Facilities. A portion of the savings which could 
be generated by the department as a result of the devolution 
of functions, services and facilities may be used by the NGA, 
including attached agencies and GOCCs/GFIs, AS A LOCAL 
DEVELOPMENT FUND to fund strategies and mechanisms 
to strengthen their monitoring, evaluation, and performance 
assessment functions over the LGUs in undertaking said 
devolved functions, services and facilities, subject to the 
guidelines to be issued by the DBM. 

 
1. ESTABLISHMENT OF LOCAL DEVELOPMENT FUND OUT OF THE 

BUDGETS OF AGENCIES FOR FUNCTIONS THAT ARE TO BE DEVOLVED 
 
This is a proposed special purpose fund to be provided for in the annual 
national budget to be provided to LGUs for specific development and strategic 
local initiatives. There are many possibilities for the use of the funds which may 
include any combination of the following: 
 
1.1. Equalize LGU funding levels (done by other countries under federal 

setup (such as Australia, Canada); recommended under the Manasan 
PIDS study; 

1.2. Fund strategic investment projects of LGUs that have profound and 
sustainable economic development impacts 

1.3. Fund post disaster build better programs 
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1.4. Fund anti-poverty programs covering poorest of the poor 
 
The annual allocation and release of the fund should be decided on by a 
committee consisting of DBM, NEDA, and the heads of the LGU leagues. 
 
Another possibility is for this budget to be legislated as a continuing 
appropriation that is added to each year in an amount equivalent to the cost of 
the devolved functions plus inflation adjustments. 

 
xxx 


