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TO

SUBJECT

1.0 Background

Heads of Departments, Bureaus, Offices, and Agencies of the
National Government, Including Stale Universities and
Colleges (Sues), Government-Owned or -Controlled
Corporations (GOees), and Government Financial Instihltions
(GFIs)j Heads of local Government Units (LGUs); ilnd All
Others COncerned

Guidelines on the Grant of Collective Negotiation Agreement
(CNA) Incentive for FY 2012

1.1 Administrative Order (AO) No. 1351, dated Decembef 27, 2005, directs the
Department of Budget and Management (D8M) to issue the necessary policy
and procedural guidelines to implemel'lt the AG.

1.2 Item (4)(h)(ii)(aa) of the Senate and House of Representatives Joint
Resolution No.4, s. 2009", approved on June 17, 2009, provides as follows:

~(aa) Collective NegotiatIon Agreement (CNA) Incentive - This may be
granted to both management and rank.and-fi)e employees of agendes
with approved and successfully Implemented CNAs in recognition of
their efforts in accomplishIng performance targets at lesser cost, In
attaining more efficTent and viable operations through cost-euttlng
measures and systems Improvement xxx."

. 1.3 Pursuant to these provisions of JR NO.4 and In view of the need to rationalize
the grant of the CNA Incentive, additional guidelines on the accomplishment of
performance targets, specific fund sources, and ceiling on the <Imount of CNA
Incentive are prescribed under BlJdget Qrcular No. 2011.5 d<lted December

I Aulhori:zingthe Grimt of Collective Negoti.ltion Agreement (CNA) Incentive to EmployeesIn
Government Agencies

1Joint ResolutionAuthorizing the Presidentor the Philippinesto Modify the Compen;atlon and Position
ClassifICationSystemof Ovil"," Personneland the Ba5ePay SCheduleof Military and Unirormed
Personnel in the Government, and for Other Purposes
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26, 2011, to supplement the policy and procedural guidelines under Budget
arcular (BC) No. 2006.1 dated February 1, 2006 and DBMCircular Letter (CL)
No. 2011-9 dated Septemb€r29, 2011.

1.4 AO No. 253, issued by President BenignoS. Aquino III on Decemb€r 21, 20U,
stipulated under Section 3 ttlereof that the harmonized Results-Based
Performance Monitoring System (RBPMS) shall be used as basis for
determining entitlement to performance-based allowances, incer'ltives, or
compensation of government personnel.•

1.5 Section S6 of ttle General Provisions of R.A. No. 10155, the FY 2012 General
Appropriations Act (GAA), states, "xxx ttlat the use of savings for the payment
of Collective Negotiation Agreement (CNA) incentives by agendes with
approved and successfully impjemented CNAs pursuant to DBM Budget
Circular No. 2006-1 d<lted Febru<lry 1, 2006 shall be limited to such
reasonablerates as may b€ determined by the DBM."

2.0 Purpose

This arcular Is issued to consolidate and update the policy and procedural guldellnes
on the grant of the CNAIncentive, and harmonize the same with the pmvisior'lsof AO
No. 2S.

3.0 Coverage

This Circul<lr covers the following government personnel occupying regular,
contractual, or casual positions, rendering services on full-time or part-time basis !n
National Government Agendes (NGAs), including sues, GOCCs,and GFIs, <lnd In
LGUs,whettler or not covered hy RepublicAct (R.A.) No. 6758', as amended:

3.1 Rank-and-file employees who are members of an employees' organization
which is accredited by the Civil Service Commission (esc) as ttle sole and
exclusive negotiating agent in aa::ordance with the rules and regulations
issued by the Public sector Lal>or-ManagementCOuncil(PSLMC);

3.2 Rank-aml.file employeeswho are not memhers of the esC-accredited sole and
exdusive negotiating agel'lt referred to II'l Item 3.1, but el'lJoy or aa::ept
benefits ul'lder the CNAsubject to assessment<lnd collection of <lgel'lCYfee il'l
accordancewith PSLMCResolutior'lNo.1, s. 1993; and

3.3 Those who perform manageri<llnmetions.

I Creatingal'llnter'AgencyTaskForceon theHa,mOl'lizationof NationalGo\<ernment~rfonna"'e
Monitoring,InformationandReportingSystems

'CompensatlonandPositionOassiflCiltionActof 1989
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4.0 Policy Guidelines

4.1 Pre-Conditions for the Grant of the CNA Incentive

4.1.1 There should be a valid and subsisting CNA executed between the
representatives of management and the employees' organization
accredited by the esc as the sole and exclusive negotiating agent for
the purpose of collectl\le negotiations with the management of <In
organizational unit listed in Annex ~AHof PSLMC Resolution No. 01, s.
2002, as updated.

4.1.2 The grant of tI1e CNA Incentive Is provided for In the CNA or in
supplements ttlereto.

4.1.3 The NGA, sue, GOCC,GA, or organizational unit h<ls accomplished at
least 90% of its FY 2012 targets on the average, under the Major Final
Outputs (MFOs}s as specified In Form A~ of Memor<lndum Orcular No.
2012-01 (Me) d<lted August 13, 2012, issued by the Inter-Agency Task
Force (lATF) created under AO No. 25.

The duly accomplished Form l' of the IATF MC No. 2012-03 dated
November 12, 2012 shall be used as basis for determining compliance
with the above requirement.

4.1.4 Similarly, an LGU may grant the CNA Incentive only when It has
completed at least 90% of the targets under its
programS/activities/projects approved In the LGU budget for the
current year.

4.1.5 The NGA, SUC, GOCC, GA, LGU or organizational unit has reallzed
savings from the specific Maintenance <lnd Other Operating Expenses
(MOOE) enumerated In Items 4.3.1 to 4.3.6 hereof.

4.2 Rate of the CNA, Incentive

4.2.1 The rate of the CNA Incentive shall not be pre-determined In the CNA
since it is depel1dent on the amount of savings generated from cost-
cutting measures and systems improvement, and <llso from

5 for purpose; of the CNAIncentive, the required 90% aa:ompllshmef1tof targets shall be basedonly
on the Major Final Outputs (MFOs) that an agency committed to delNer in FY2012 unde!"the
Performance-Based BonlJS(PBB)schemepursuant to E.O.No. 80. In contr<lstwith the CNA
Incentive, eligibility to the PllBl1as more requirements, I.e., .xcomplishment of targets under the
MFOsand the priority program/project commitments to the President,and compliance wfth 4 good
governance conditions.

• FormA - Cascadingof Department PernmnanceTargets

'form I - Department A<:cornpli~hmentson CascadedPerformarJCeTargets
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Improvement actions for productivity and Income of GOCCsand GFls.
said rate can only be determined after following the procedural
guidelines under Item 7.0. '

4.2.2 The CNA Incentive for FY 2012 shall not exceed P25,OOO.OOper
qualified employee.

4.2.3 The CNA Incentive for employees In offices or organizational units
whidl contributed more in the accomplishment of periormarl(:e targets,
cost savings, productivity, and/or profitability may be higher than the
rest of the employees,but not to exceedP25,OOOeach. -

4.3 Fund SOurces of the CNA Incentive

The CNA Incentive for personnel in NGAs shall be sourced solely from the
respecttveagency savings from relea:;edallotments for MODEfor FY 2012. In
GOCCs,GAs, and lGUs, the CNA Incentive shall be sourced solely from their
respectfve savings from MODE budgets for FY 2012. Such savings are limited
only to the following MODEItems:

4.3.1 Travelling Expenses;
4.3.2 COmmunicationExpenses;
4.3.3 Repairsand MaintenanceExpenses;
4.3.4 Traf\Sportatlonand Delivery Expenses;
4.3.5 Suppliesand Materials; and
4.3.6 Utility Expenses.

4.4 When to Grant the CNA Incentive

4.4.1 The CNA Incentive for the Ye<lrshall be a one-time benefit to be
granted not earlier than January 15 of the following year.

4.4.2 The CNA Incentive shall be granted only after an NGA or SUC has
submitted to DBM all budget execution documents and accountability
reports for the year pursuant to NBCNos. 507 and S07-A, s.2007.

4.4.3 It shall not be given upon signing and ratification of the CNA, as this
would transform the CNA Incentive Into a CNA Signing Bonus which
the Supreme Court has ruled against, for not being a truly reasonable
compensation (Sodal Security System vs. Commission on Audit, 384
SCRAS4B,July 11, 2002).

4.4.4 The amount paid as CNA Incentive shall be recorded in the
agency books under the account code ~Personal Services -
Other Bonuses."



5.0 Conditions on the Use of Savings

The use of savingsfrom the MODEItems listed under item 4.3 shall be subject to the
following conditions:

5.1 The savings were gerlerated out of improvement/streamlining of systems and
proceduresand cost-cutting measures identified in the CNA.

5.2 The savings are net of the priorities In the use thereof such as, augmentation
of the amounts set aside for compensation, year-end bonus and cash gift,
retirement gratliity, terminal leave benefits, old-age pen~on of veterans, ilncl
otl1er personnel benefits authonzed by law, and those expenditure ttems
authorized In agency special provisions and in the pertinent general provisions
of the GAA for the year.

5.3 The specificexpenditure itemjs to be used as fund source of the CNA
Incentive shall not be augmented from other items under Pe~onal Services,
MOOE,or CapitalOutlay.

6.0 Not Allowed as Fund SOurces

Savingsgenerated from lt1efollowing drcumstances are not allowed to be used as
fund sources of the CNAIncentive:

6.1 savings from balancesof allotments for programs/activities/projects which
were later discontinued or deferred;

6.2 savings from released allotments intended for acquisition of goods and
services to be distributed/delivered to, or to be used by agency dlents; and

6.3 savings from releasedallotments from Special.PurposeFundssuch as, E-
Government Fund, International Commitments Fund, etc.

7.0 Procedural Guidelines

7.1 An Employees'Organization-ManagementConsultatlve Committee or a similar
body composed of representatives from management and the accredited
employees' organization, shall determine if the agency or organizational unit
is q\Jillified for the grant of the CNA Irn:entJvebased on compliarlCewith the
requirements under this Circular. If qualified, the Committee shall review the
agency's finandat records at the end of the fiscal year and submit
recommendationson the following, for approval of the agency head:

7.1.1 The total amount of unencumbered savings from the MODE items in
4.3.1 to 4.3.6 hereof which were realized out of cost-cutting and
systems improvement measures identified in the CNAs and
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supplements thereto, and which were the results of the Joint efforts of
management and employees;

7.1.2 The apportioned amount of savings, to rover the following items:

50% - for the CNAIncentive;

30% - for improvement of working conditions and other programs,
and/or to be added as part of the CNAIncentive; and

20% - for NGAs,to be reverted to the General Fund;
- fur LGUs,to be reverted to their General Funds;
- for GOCCsand GFIs, to be reverted to their rorporate funds.

7.1.3 The intemal guidelines to be followed In the grant of the CNAIncenttve
such as the criteria for determining who are entitled, and how to
distribute the amount available for CNAIncentive.

7.2 In the case of GOCCsand GFIs, the following additional conditions should be
complied with:

7.2.1 Actual operating inrome at least meets the targeted operating
Income In the approved Corporate Operating Budget (COB) for the
year. For GOCCs/GFIs,which by the nature of their functions
ronsistently incur operating losses, the current year's operating loss
should have been minimized or reduced compared to or at most
equal that of prior year's level;

7.2.2 Actt.ialoperating expensesare less than the DBM-approved level of
operating expenses in the COB as to generate sufficient source of
fur'ldsfor the payment of the CNAIncentive; and

7.2.3 For Income generating GOCCs/GFIs,dividends amounting to at
least 50% of their annual earnings have been remitted to the
National Treasury in accordance with the provisions of R.A. No.
7656 dated November 9, 1993.

7.3 In large departments with regional, provindal, district, ancl local offices, and
wherein regional unions have been accredited by the CSC, the Department
Seaetary or his authorized representative should provide Internal guidelines to
ensure uniformity and equity in the negotiation process, monitor the progress
of simultaneous negotiations, and ensure compliance with the provisions of
this Circular.
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8.0 Reportorial Requirement

Each NGA ,lnd SUC shall submit to the DBM's Budget and Management Bureau or
Regional Office concerned, on or before March 31 of the following year, the annual

/'" report on the grant of the CNAIncentive by following ttle template In Annex ~A."

9.0 Responsibilities of Agency Heads
.

Agency heads shall be responsible for the implementatiorl of the provisions of this
Orcular. They shall be held personally liable for any payment of tt1eCNA Incentive
not In accordance with the provisions hereof withoi.lt prejudice, however, to the
refund by the employees concerned of any unauthorized or excess payment they
received.

10.0 Repealing Clause

All provisions of existing drculars or Issuances on tt1e grant of the CNA Incentive
which are Inconsistent herewith are repealed or modified accordingly.

11.0 Effectivity

This Orcular shall take effect immediately.

-t ' •.
FlORENCIO B. ABAD

Secretary

J



,
•

.'.'

•

Report on the Payment
of the Collective Negotiation Agreement (CNA) Incentive

ForFY _

Oep,utment/Agen<:y : _

I. IF CNAIncentive Was Granted

Total AmQunt Paid for the CNA Incentive:

Number of Qwlifted Personnel
Regular

Om""""'
casual

T"'"

Rate of CNA Incentive

Total Amount Paid

Fund SoYlJ:es:

QIDN of EXQeml'ture

Tota!

Apoortjonment of SaYings:

50% • for the CNA Incentive
30% - for Improvement of working conditions and other P"09'i1ms
20% - to be XX>:;x
Total

n. If CNA Incentive Was Not G•••nted

Please state reasonjs for nonog,ant:

Submitted by:

Head, Finance/Administrative Unit

certified Correct:

Agency Head
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