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REFUBLIC OF THE I'ELELIPPINES

Department of Budget and Management

Malacaiiang, Manila

LEGAL OPINION NO. L-B-2001-12

SUBJECT : Local Government Budgeting — Internal Revenue Ailotment

ISSUE : Whether or not the unappropriated balance of P4,018,340.00 pertaining
to the difference between the fentative Internal Revenue Alloliment (IRA)
of P242 515947 00 and the [RA appropriated in the FY 2000 Annual
Budgei (AB) amounting to P238,497.607.00, may be appropriated in a
Supplemental Budget considering that the final FY 2000 IRA which
actually accrued to the LGU s even lesser than the IRA appropriated in
the AB.

FACTS : In Memorandum dated 22 November 2000, DBM RO-XIII forwarded
Resoiution No, 338-2000 of the Sangguniang Pantalawigan (S5P) of
Agusan del Norte, entitled, “Resolution Reguesting the Cepartrrent of
Budoget and Management Region 13, fo Reconsider Its Decision on
Supplemental Budget (58) No. 3 of the General Fund and Supplermental
Budget No. 1 of the Provindal Economic Enterprise Development and
Managemeant Office of the Province of Agusan det Norle.”

The FY 2000 SB Nos. 1 and 3 of the General Fund and Economic
Enterprise, respectively, of the Priowvince, were declared inoperalive by
DBEM RQ-XIII, based on the following grounds:

a) The LGU used as fund source the amount of P4,018,340.00 which
is non-existent for the reason that the amount was taken from thae
balance of the tentative IRA figure of P242,515,947.00 of which
P238.497,607.00 was appropriated in its FY 2000 General Fund
AB. Below is the illustrative computation:

CY 2000 IRA per LBM 32 {Tentative) P242,515,867 .00
IRA appropriated in FY 2000 AB 238,497,607.00
Unappropriated Balance P_4,018,340.00

b} The Final FY 2000 IRA accruing to the Province only amounted to
P215,684,307.00 which means there was already an over-
appropriation of P22,813,400.00 taking as reference figure the
IRA appropriated in the FY 2000 AB in the amount of
P238,457,607.00.,



OPINION :

C)

d)

By using the unappropriated balance of P4,018 340,00, as fund
saurce for S8 MNo. 3, the amount of IRA not backed-up with cash
would ballocon to PZ6,831,740.00 which could result to severe
financial dislocation of the Provincial Government if not

Jimmediately corrected.

Supplementai Budget No. 1 for its Ecaonomic Enterprise was also
declared incperative because the apprapriations exceeded the
income.

However, the SP presented the following comments in answer to the
budget review action, to wit:

a)

b)

d)

The contenfion that the IRA of the Province is only
P215,684,207.00 i1s contradictory to the review of the AB for FY
2000 dated April &, 2000 because the compuration of the 20%
Dovelopment Fund was Dased on the P242,515,947.00 tentative
figure;

That after the review of the AB, DBM RO-XIII failed to advise the
Frovince to make revisions on the AB for FY 2000 to conform with
Local Budget Memorandum (LBM) No. 33;

That the issue of withholding or reduction of IRA of LGL had been
resotved in the Supreme Court decision promulgated on July 19,
2008 that “the IRA of LGUs shall not be subject to any tfien ar
holdback that may be imposed by the national government for
whatever purpose and that the P10-B IRA placed under the
Unprogrammed IRA was automatically resorted and LBM No. 33
can no longer be impiemented because it contravenes the said
decision of The Supreme Court;

That the Notlice of Funding Check Issued dated May 12, 2000 is &
clear [ndication of the restoration of the P1OB IRA even before
that decision of the Supreme Court as promised by former
President Estrada to the Governor’s League.

The challengeg budget review action is in arder.

A Supplemental Budget can only be enacted in the following three (3)
instances, as follows;

(1)

(2)
(3)

When supported by funds actuatly available as certified by the
local treasurer; or

If covered by new revenue Sources; o

In times of public calamity, by way of budgetary reaiignment for
expendituras allowed under R.A, No. 7160.



On this matter, Section 321 of R.A. No. 7160 and Section 1 of AQ No. 47
dated 12 April 1993, which amended Article 417 of the [RR of R.A. No.
7160, state:

'SEC 3210 Changes in the Annual Budget. — A¥
buagetary proposals shall be included and considered in the
budget preparation process.  After the local chief exectitive
conicerned shall have submitted the executive budget to the
sanggunian, no ordinance providing for a supplemental budget
shall be enacted, except when supported by funds actually
available as certified by the local reasvrer or by new reverue
sourees.

A supplemental budget may also be enacted In times of
public catamity by way of budgetary reafignment fo set aside
appropriations for the purchase of supplics and materials or the
payment of services which are exceplionafly vrgent or absolutely
mndispensable to prevent imminent danger to, or foss of, Hife or
property, i the jurisdiction of the local government unit or in
other areas decfared by the Prasident i a state of calamity.
Such ordinance shafl dlearly indicate the sources of funds
avaitable for appropriations as certified under oath by the jocal
treasurer and focal accountant and attested by the local chief
executive, Xxx xXxx.

'SECTION 1. Ariicle 417 of the Rules and Reguiations
Implementing the Local Government Code of 1931 is hereby
amended to read as follows:

"ART. 417 Changes fn the Annual Budget. - Changes
i the annual budget may be done through supplermenial
budgels.

"Wo ordinance praviding for a supplemenltal budget shall
be enacted except for the following:

(a) When supported Dy funds actually avaiable as
cetified by the local freasirer:

"Funds golially available refers to the amount of money
actuafly colfected as cerdified by the focal treasurer at any given
pomt durdng the fiscal year wWhich /s over and above the
astimated income collection for that point in the yvear, Thus,
funds are acltuslly avaliable when reglized fncome exceeds
gstimaled fncome as of any given day, month or guarier of the

said fiscal vear,  Funds are likewise deemed actually available
when there are savings. X xx xXxx”

(o) If covered by new revenue sources
XXX * XXX

"An ordinance providing for a supplemental budget may afso be
enactad in times of public calamity by way of budgetary
reafignment to set aside appropriations for the purchase of
supplies and materials or the payment of services, which are
exceptionally wrgent or absolutely mdispensable to prevent



mminent danger 1o, or loss of, life and property, x x x. Such
ardiniance shall dearly indicate the sowrces of funds available ior
appropriations, as certified under oath jointly by the local
freasurar and the jocal accountant and attested by the local chisf
executive, and varous items of appropriations affected, and the
reasons for the changes. * (underscoring supplied)

The difference between the tentative IRA and that appropriated in the FY
2000 AB of the Province obviously is not a fund actually available nor a

new revenue source which supports the enactment of a Supplemental
Budget, hence, the request far reconsideration should be denied.

REFERENCE: Memorandum of the Secretary dated 13 September 2001 to DBM RO XIIT

Recommendend; Approved:

ET B. ABUEL EMILIA T. BONCODIN
irector, LLS secretary



