EEPUBLIC OF kL PEILIPMEY
Department of Budget and Management

Malacafanyg, Manila

LEGAL OPINION NO, 1.-B-2001-11

SUBJECT : Local Government Budgeting - Internal Revenue Allotment

I5SUE :  Whether or not the DBM has the authority to transfer the Internal Revenue
Allotrment {IRA) of the Municipality of Tapaz, Capiz, to the Philippine National
Bank (PNB) based solely on the existence of an outstanding abligation with
the PNE by virtue of the loan agreement executed by the said Municipality
and the bank entered into by the former Mayor on 04 February 1998, even
without a request for transfer from the LGU itself.

FACTS : The former Mayor of the Municipality of Tapaz, Capiz was authorized by the
Sangguniang Bayan to negotiate and obtain a lean from the PANB through 5B
Resolution No. 33, s. 1996. Upon this authority, the former Mayor applied
with a P5.M loan with the PNB which the latter approved on 11 September
1997. Consequently, the loan was released on 04 Fabruary 1998,

The present administration refused to honor the loan agreement entered inta
by the previous Mayor and the PNB ststing that the loan was anamalous
since there was no legitimate transfer and acceptance by the Municipality of
the eguipment procured under the loan funds; technical inspection of the
aquipment disclosed that the same were overvalued; and the MuniCipaiity
cannat afford the loan repayments and therefore, requested the PMB to
repossess the equiprment.

The PNB requested for the transfer of the IRA account of the Municipality of
Tapaz due o the latler's outstanding obligation with the former on the
strength of DiLG Opinion which reads:

“..aF officisl actions of the sangoiunian, L2 i permanent or
lemporary &1 nalive, showld be in Ghe form of an ordimance or
resofidion dily approved 1 accordance with faw. Once approved and
signed by fhe ofiler aexecutive it Binds af persons within the
tevritonal furisdiction of the local government unif concermned, and
thic cowld only be modified. altered, revoked or set aside v another
ordinance or rasofution. -

IT based on Resolufion No. BE-105 [a previous acthonly from e
Sangatiian). the miumicical mayor had afready entered into a
negoltigted  contract,  thus  beroming  vafid and  Sinding,  the
revocation/rescission of he subract resofution would ba ineffective in
2 rensg that the same would prejudice the mahits of the parties to
the contract. ”



OPINION : A formal endarsement by the LGU of its current account with tha PNB where
- their TRA will be transferred is necessary before the DBM can takc
appropriate action thereon. Relatedly, the refusal by the subject Municipality
to honor its obligation to the PNB is a matter which the btwo parties should

resolve.

Budget Execution Guidelines (BEG) 98-18 dated 18 September 1998,
[SUBIECT: Guidelines on the Transfer of the. Internal Revenue Allotment
(IRA) to Local Government Unit (LGU) Borrowers of the Phitippine National
Bank (FNB)] provides, among others, 1o wits

2.2 In order to faciitate the bansfer of fthe IRA of Lol
boirowers fo PNB  the following procedures shalf be
alserved!

221 The DOBM RQs shall wentify the L(GUs  wilh
oitfstanding loans fromn PNB /0 the region.
22 LG shall be requied to submiit i curresit

Accoiit mimibers fn fhe PAVB bBranches where Hiair
I8A wll Be transfemred.

223  Upon receipt of the advice of NCAs covering IRA
affocation for the month far
provinces/ciies imunicipalities, the LEM ROs shalf
issue MDS check (L8P or DEP or PVYP} payabie to the
EPNE account of the LGLL For barengays, wilife MCAs
are fssued on a guarterfy basts, funding checks shall
be Bsuad by the DEM ROs imonthiy.

2.2.4 DBM ROs shalfl prepare and fransrvt Nolice of
Funding Checks issved fo the LGU fo infoim them
that tha fRA share of the LGL borrower has Deen
degosited to the LG current accodnt fn PME. ™

Worth noting above is the requirement that LGUs shall be required {o submit
their current account numbers in the PNB branches where their IRA will be
transferred. With this, it is ciear that the primary obligation to comply with
the requirements is imposed on the part of the LGU; before the DBM can
iake appropriate action.

In the instant case, it Is apparent that the Municlpality of Tapaz did not
submit to Regiona! Office VI its current account number with the PNE if there
is any. Much more, it was informed that the present administration of the
Municipatity refuses to honor the obligation with the PNB.

REFERENCE: Memorandum of the Secretary dated 19 February 2001 to BBM RO VI
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