
Republic of the Philippines
DEPARTMENT OF BUDGET AND MANAGEMENT

Malacanang, Manila

NATIONAL BUDGET MEMORANDUM No.115
December 28, 2012

FOR

SUBJECT

All Heads of Departments, Agendes, Bureaus, Offices, Commissions, $tate
Universities and Colleges, Other Instrumentalities of the National
Government aml all Others COt'lcemed

POLICY GUIDELINES AND PROCEDURES IN THE PREPARATION OF
THE FY 2014 BUDGET PROPOSALS

1.0 POLICY STATEMENT

In line with the policy of transparet'lcy and aocountabiiity, the 2014 budget process shall
be undertaken within the context of the GAA as a budgetary release document and
one year validity of appropriations. This shFft will promote the full development of
agency plar'lning, programming arld execution capabilities enhandng the pre<!id<lbility of
and certainty in the flow of public funds.

In the release of public fUrlds with respect to agency-specific budgets: what is
appropriiJted is considered reJeiised. Agencies, instead of being concerned with the
~when" of budget reiease, can focus on the ~howN of public spending and service
delivery. This will assist the strengthening of the implementation systems of agendes,
as the drive to deliver arid perform will be at the center of concerns, This complements
the other Institutional mechanisms which have been recently put ir'lto place such as the
Account Management Teams arld Performance Based Incentive System (P6IS).

The FY 2014 Budget preparation process will also try to build on the results of U1emid~
term review of the Philippine Development Plan (PDP) 2011-2016 and ttle updated
developments in the PBIS ur>der EO 99 "Reconstituting the Office of the Cabinet
Secretary", issued October 31, 2012, The linking of these processes will hone 3"d
sharpen th~ focus on and the accountability for the execution of leey priority programs
to ensure ttlc attainment of the Administration's commitments and targets under the
President's Contract with the Riipina People,

2.0 PURPOSE

2.1

2.2
I

C!

TO provide the overall fiscal policy framework arld priority thrusts of the FY 2014
Budget, based on the mid-term review of the PDP2011-2016;

To prescribe the guidelines and procedures in the prepilration of tile FY 2014
agency budget in atoordance With the ongoing Public finandal M••nagement
(PFM) and Public Expenditure Management (PEM) reforms;



2.3 To lay down the procedures for the conduct of agency consultations at the
central and regional levels with civil society organizations (CSOS),the private
sector, the Regional Development Councils (RDCs) and other st<lkeholders to
secure feedback on programs and projects of selected departments and
corporations;

2.4 To sust<lin the adoption of the following budgeting schemes introduced in FY
2013 budget preparation to ensure the inclusion of their funding requiremellts ill
the budget proposalsof C1gellcies:

2.4.1 Bottom-up budgeting scheme ill the identific<ltion and converging with
the development needsof poor/focus dtles and mUlliclpalities; <lnd

2.4.2 Programbudgeting schemeto promote the focus on the critical program
targets underlying the five Key Results Areas (KRAs) under the
President'sSocialContract with the Rlipino Peopleas laid out in E.O. 43,
s 2011.

2.5 To set the sdleduie of budget preparation actiVities <lnd prescribe the budget
preparation (BP) forms to be accomplished by agencies which shall be
submitted not oniy in hard copies but also encoded for the first time ill the
Online System for Budget Preparation (OSBP).

3.0 BUDGET FRAMEWORK

3.1 The FY2014 Budgetwill continue the policy of fiscal consolidation which call for
the downscaling of the national government budget deficit to 2 percent of GOP
from 2013 to 2016, and the continued increase of the tax effort to aroulld 17
percel'lt by 2016. The ultimate objective is to reduce the public debt alld
Increase the govemmellt's tax take to levels comparable with peer countries for
a strollger and healthier fiscal position.

3.2 In view of the continuing €{;onomiCweaknessof Europe arld the United States, it
will be prudent for the government to strerJgthenits fiscal positiorl and sustain
its fiscal reforms. Coupled with the shift to a regime of the olle-year validity of
appropriations and the 'use of the GAAas a release documentH, which promote
the faster utilization of appropriations, ensuring certainty in the inflow of
revenues has become more pressing. Thus, the successof these reforms under
the FY 2014 Budget will depend on the government's str<ltegy of aggressively
pursuing tax administr.ltion reforms to improve tax compliance, expal'lding its
revenue base, and further sharpening its sector<lland geographical expenditure
prioritization and execution. These reforms will also determine the extent of
government's ability to use its expenditures to push domestic economic activity.

It is fortunate that the FY2014 Budget will be the first budget to incorporate the
programming of the pl"Ol:Cedsof the ExciseTax Reform Bill slated for approval in
Congress in early 2013 for the universal hwlth program and the livelihood,
training, and assJstanceneeds of tobacco farmers and workers in the alcohol
industry.
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3.3 Ongoing reforms in PFMand PEMwill provide the tools to strengthen the links
between planning. budgeting and implementation execution. They will
streamline processing and reporting by removing ttlI' dupliUltions with cash
management and audltingi ef1ablethe development of a government imegrated
financial management information system (GIFMIS)i and facilitate transparency
and <lccountability.Effective PFM<lndPEMsystems are essential components of
good governan~e. given its proven outcomes of strengthening fiscal discipline,
promoting strat~ic resOurceallocation, and Improving operationill mafli:lgemef11.
Hence, the following budgeting schemesaim to strengthen the focus on results
and the delivery of outputs expectedby the Filipino people from its government:

3.3.1 Medium-TermExpenditureFr<lmework(MTEF)

The MTEF facilitates the systematic determination of the fiscal space
(available uncommitted funds) available for <lliocation among the key
programs, taking into account the future cost of approved and ongoing
programsaswell as valid (Qmmitments under the forward estimates (FE)
processand the fiscal consolidationstrategy of the National Government.

3.3.1.1 Tho improving economic performance of the country despite
the weak global environment and the increased ability to
harness and collect government resources will enable the
following: ill dosing long-felt gaps and deficiencies in basic
education, health and welfare seJVice5to speed up poverty
reductioni b) sustaining the focus on the most promising
economic activities like tourism, agribusiness, infrastructure
build-up, and small and medium scale enterprises to expand
and sustilin livelihood opportunitiL'S for the manYi and c)
prioritizing climate change programs and activities to identify
and protect the most vulnerilble communities clOdstrengthen
the country's pro--activeresponse to climilte change disasters.
These in general, shall remain the government's priority
concernsduring this Administration.

3.3.1.2 To strengthen the linkage between development planning and
budgeting and increase the likelihood of accomplishing the
President's rommitmcnts in his Social Contract. the 2014
expenditure program will be basedon the progress in attaining
the t••rgets as reflected in the PDPilnd ttlc Public Investment
Program (PIP) for FYs2011-2016.

3.3.1.3 The preparation of the FY 2014 budget proposal shall be
based on the macroeconomic assumptions and fiscal
targets that shall be approve<! by the osee for whidl the
covering guidelines shall be issued separately.

3.3.2 OrganizationalPerformanceIndicator Framework(OPIF)

The OPIF shall be reflected and Int~rated in me fY 2014 NiltiOnal
Expenditure Program (NEP), in accord,mce with the PFM Roadmap to
make the budget truly output--oriented, even in structure. This shall be
basedon the ongoing refinement of the Major Rnill Outputs (MFOs),and
Performance Indicators (PIs) and the restructuring of
programs{activities/proJeill (PINPs) per NBC532. An MFO is a good or
service ttlat a departmenVagenq is mandated to deliver to external,



programs/actilllties/projects (P/NPs) per NBC532. An MFO is a good or
service that a department/agency is mandated to deliver to external
clients through the Implement3tion of programs, activities and projects.
PI Isa characteristic of performance, such as quality, quantity, timeliness
and cost that is to be measured to show how efficiently the
department/agency hilS delivered its MFOs. The objectives of the
exerciseilre to:

3.3.2..1 Link. P/NPs to MFOs for better cost estimiltiOn and
expenditure prioritization such that each PfNP shall support
only one MFOand is properly classified by cost structure.

].].2..2. Ensure that illl ilgency progrilms ilnd projects directly support
the President'sSodal Contract and focus on the five (5) KRAs.
All programs and projects of ilgencies which do not support
ilny of these will be reprogrammed or restructured.

3.].2..] Pilot the implement3tion of the Unified Accounts Code
Structure (UACS) which harmonizes the c1ilssifiCiltion of
ilccounts for budgeting, accounting and cash management as
well as the Online System of Budget Prepariltion {OSBP}
which will ilutomate the encoding of the agency budget
prepaf"iltion submission. Agencies shall be trained in the use
of tt1eUACSand the OSBPstarting February, 2.013.

3.3.3 Zero.BasedBudgeting (IBB)

The periodic review/evaluation of ilgencies' major ongoing programs and
projects through ZBBwill be continl.ledto achieve the following:

3.3.3.1 Assess the continuing relevance of these progrilms and
projects;

3.3.3.2 Explore alternatives and better ways to achieve their
objectives; and

3.3.3.3 Determine whether the resources for a program/project
should be kept at the present level, increased, reduced or
discontinued.

].3.4 ProgramBudgeting (PB)

As in the FY 2013 Budget, the allOCiltion of the fiscal space or
uncommitted resourcesshall continue to be focused on the key programs
of this Administration for a coordinated ilnd holistic approach in the
programming of funds across the depilrtments and agencies. A key
program consists of an integrated group of department programs and
projects that are central to lt1eachievement of the 5 Key Result Areas of
the Administration set under the PDP 2011.2016 and the President's
Sodal Contract. These programs can be within one department/agency
or across departments/agencies. They consist of the Tourism
Development Program; Infrastructure Development Progrilm; Baslc
Education for All; Universal Health Program; Small and Medium
Enterprises {SME} Dl'Velopment Program; Agriculture Development
Program; Conditional CashTransfer (CCT) Program; ilnd Oimate Change
Adaptation Program.



3.3.5 Bottom-up Budgeting (BuB)

In line with the gOill to signifiC<lntly reduce poverty, the Human
Development and Poverty Redu~tion Cluster (IlDPRC) shall continue to
consider the development needsof 1X'0rcities/muni~ipillities as identified
in their respective local poverty reduction action plans to be formulated
wM strong participation of basic sector organizations ,md other civil
society organizations in order to ensure the following:

3.3.5.1

3.).5.2

Expand the number of focal poor cities/municipalities from
609 In the FY2013 Budget Preparationexercise to covcr more
LGUsand increase the ceiling per city/municipality, depending
on the extent of poverty.

Promote responsiveness in and ensure convergence of the
servi~es of departments/agen~ieS/GOCC to LGU and
communities' needs by incorporating the prioritized list of
programs and projects of the identi!1ed cities/muni~ipalities
into the 2014 il'ldicative budget levels of participating
agendes.

).4 Prioritization of Information CommunicationTechnology (leT) Requirements

Most of government programs and projedS feature systems imd approad1es
that are leT related. Thus, there is the need for a mechanism to en.<;urea
systematic processfor the planning, budgeting, implementation, monitoring and
evaluation of a harmonized government"wide ICT bluepriflt. In line with this,
the DBM, the Department of SCienceand Technology (DOST), and the National
ECOrlomicDevelopmerlt Authority (NEDA)shall jointly undertake a Govemment-
Wide MediumTerm Information imd Commuflici:ltionTechnology HarmOf1ilation
Initiative (MrTHI) to ensure the coherence of ICT programs and projects with
each other, pursuaflt to Joint Memorandum Circular No. 2012.01 dated
November28, 2012.

).5 For greater transparency and facilitative implementation med1anisms:

).5.1 Ail remaining lump sum amounts in the agency budgets shall be
disaggregated into component projedS. This wili also enhance the
crediMity of the GAA and enable it to function as a budget release
document.

J.5.2 Broaden the participi:ltion of the esOs ilrld other stakeholders in the
budget preparation process and promote wider monitoring of the
government's key public services.

3.5.3 Revitalize discussionsof programs and budget5 at the regional level, to
ensure complement<!tion of national government afld lGU programs
within the region given the regiOrl'scomp<lrativeadvantage and needs.

).5A Iflcrease public a(~css to data/information campaigns! communication
effort through the use of agency funds to facilitate appreciation and
anillysis for purposesof transparencyas weil as account<!bility.
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3.6 Total ResourcelJudgcting

In prep"ring the national budget, as mum as possible, all revenue sources and
other receipts of government agcncies, I.e., deposited with the Bureau of the
Treasury (BTr) and with authorized government depository banks (ou1:5idethe
Blr) must be taken into consideration, in order to provide a holistic view for
assessing agency performance. Earmarked funds of agendes which support
identified P/NPs and their corresponding MFOsjPls must be disclosed in the
budget proposal.

4.0 GENERAL GUIDELINES

4.1 Macroeconomicand RscalTargets for FY2014

The fiscal levels approved by ttle Development Budget COOrdinationCommittee
(DBCe) for 2014 arid beyond as well as the indicative budget levels of ttle
agencieswill be presented in a supplementary issuancein January, 2013.

4.2 In order to maintain its focus on resuits, ttle MTEF, OPIF, lBB, BuB and PB
(dte<! under 3.3 of ttlis Memor<lndum)witl continue to be pursued in the coming
years.

4.2.1 OPIF

The FY 2014 budget proposals shall alreildy reflect ttle restructured
PlAIDs and enhanced MFOsand PIs as approved by DBM, pursuant to
NBC532. Proposedagency budget for Opt~rationsshilll be allocated by
MFOusing the MfO Budget Matril(, shown as BP form A, while the
performance tilrgets for ttle MFO-PIs shalt be set using the Agency
Performance Measures, shown as BP form B.

As in the past years, hard copies of these BP forms shall be
submitted to DBM and also en<:odedby the agency in the OSBP. To
facilitate encoding for this first year, the department/agency
central office shall be tasked to accomplish this for all the attached
agencies.

4.2.2 BuBScheme

• for FY 201'1, the BuBshall cover 1,233 citieS/municipalities induding
the original 609 focus cities/municipalities covered by BuB in 2013.
The 2014 budget preparation guidelines and procedures for BuB is
contained in DB~'.DIlG-DSWD-NAPCJMCNO.3 dated December 20,
2012.

• Participating departments/GOCCs for the FY 2014 BUB exercise
are:

d. Departmentsof Agrariall Reform
b. Dep<lrtmcntof AgriOJlture
c. Department of Education
d. Department of Energy
e. Department of Enviroomcnt and Niltural Resources
f. Department of Health

•



g. Department of tile Interior and LocalGovernment
h. Department of labor and Employmcnt{TESDA
I. Dep<lrtmentof SOdalWelfare and Development
j. Department of Tourism
k. Department of Trade and Industry
I. NatioflalElectrificationAdmiflistration

• Departments/Agf'nrie~ ~han "nsure complementatinn t1etween
national and lGU projects by closely coordinating with target lGUs.
In accord.lIlcewith joint BuBguidelines, tile validated/ qualified lGU
projects shall be integrated in the agency budgd pfODO')<lI.Disclosure
shall be made on the proposed lGU counterpart funds, if any.
Departments/agencies concemed shall identify/pre5ent each BuB
project in the relevant budget forms such ilS BP Fonns 201-A, B
and C (whichever is ilpplicable) to facilitate trad:.ing and monitoring
Tnall phases of budgeting.

4.Z.3 PBScheme

• The priority programs supportive of the key targets and the PDP
under the Pre5ident's Social Contract as well as the ICild ilnd
partidpating departments/agencies that shall implement these
identifiedpriorityprograms arc shown in Schedule D-1.

• The participatingdep<lrtment/agcncyshall:

o Submit to the lead department its targets and funding
requifements which in tum, shall review, consolidate and ensure
that the targets and Funding requirements for tile program are
reasonable, appropriate and supportive of the key targets und('f
the PDPand President's SocialContract.

a Specify the corresponding key annuai targets, milestones,
indicators and funding requirements for the progf<lms. The
annual targets and funding rl:!quirementsrefer to the targets and
direct costs submitted by the lead and/or participating
department/agency under the Operations portion of the budget.

a Indicate the details of the output targets and
strat~ies/approoches to the extent possible and shall specify
geogr<lphiclocations, includingr~ions <lndpfovinces.

o Accomplish the required BP Form 201-D for the Program
Expenditure Plan (PEP), to reflect Its expected partidpation (Le. in
terms of specific component programs, activities and projects)
contributing to the identified multi.agency priority programs as
shown in SChedule0-1.

• The lead departments shalT consolidale the targets and funding
requirements of identified programs for priOrity allocation for
submission to DBM.

DBMshall Informthe lead and participating agencies of the schedule
of the TechnicalBudget Hearings to discuss the program components
and implicationsof various funding requirementS.
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4.3 COrlstJ1JctivcErlgagemerlt with C50s/Private Sectors/Other Stakeholders

4.3.1 Participatory budgeting will be strengthened through activc involvcment of
CSOs and prill<lte sector groups in budget-rclilted conferences at the
centrill offke ,lI1din the regions, as well as representations in gOllernment
agencies such as the NAPC,PresJdential Agrarian Reform COuncil (PARC),
and the RDCs, among others.

4.3.2 COnsistent with Ndtional Budgcl Circular No. 536 s. 2012, the citizen
participation in th~ preparation of dgeney budget proposals shall still be
implemented through a Budget Partnership Agreement (BPA). BPA is a
formal agreement entered into by afl agcncy{GOCC and a partner CSO
defining the roles, duties, responsibHities, schedules, cxpcctiltions and
limit<ltiofls with regard to implementing the CSO participatiofl in the
budget preparation, executiofl, monitoring afld evaluation of ageflcies'
specific programs, activities and projects.

4.3.3 CSOs may submit their feedbilck afld recommendations as input to ilgcncy
budget proposals bilsed on rigorous anaiysls. CSO proposals should focus
on the following:

• Providing detailed analysis of strengthening the links between inputs,
outputs and policies/programs nl'eded to iKhieve key priority
development outcomes;

• ldentifyirlg poorly performing programs, and

• Providing a proposal for a program expan~ion or addition matdled
with il proposal on what ottlcr incffidentjineffective programs can be
discontinued or downsiled to make room for the expansion of
effective P/NPs consistent with the ZBBapproadl.

4.4 Information Communication Technology (leT) Requirements

4.4.1 Agency submissions providing information on both existing and propos.ed
lCT-rel"ted resources, programs, and projects, among other items, shall
constitute a primary portion of agency participatiofl to MITHI. All
submissions shail be subject to the rt:view and evaluation of the MlTlH
Steering Committl"e. The evaluated and approved programs and projects
will be infused into the E-govemment Master Plan currently being
formulated by the DOST-ICTO. tt is also understood that the same are
consistent with the five (5) KRAs of the Administration and the PDP 2011-
2016.

4.4.2 Programs and projects so approved by the MITHI Steering Committee
shall then form part of the budget prnflOSillsof each agency. These shali
undergo the same proces~ as required by this Budget Call.

4.4.3 Following the regular process, the DBM Executive Review Board (ERB)
shall have final authority to make decisions on programs and projects irl
\ relation to budget<lry aliocation, except that programs and projects that

~

Ilwere approved under the auspices of MITHI shall be con~idered as
evaluated and endorsed by recognized technically proficient government
stakeholders. thereby facilitating ERBexaminatiOn.
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4.4.4 Programs and projects heretofore requiring NEDA Investment
Coordination Committee (ICC) review and endorsement, and other similar
processes requiring the review and endorsement of other agencies, shall
likewise undergo the Silmeprocessescited above.

4.4.5 The ISSP as required for submission to the DOSTsh<)1!continue to be
mandatory, except that ltle DOST may consider agency partidpation in
MITHI and the corollary submission as sufficient compliance with the
requirement.

4.4.6 Agencies shall include/reflect in their budget proposals only those Icr
related resources, programs and projects which have been processed
though the MIll.n, using BP Form 202.

4.5 Identification and Prioritization of Climate ChangeRelatedActivities

With the assistance of the Climate Change Commission ilnd the Cluster of
Climate O1angeMitigation and Adaptation, a separate effort shall be undertaken
to identify and take stock of all climate change related activities being
undertaken in the national government. The objective is to better sequence ilnd
prioritize these projects and activities to maximize their benefits in the light of
government's limited resources ilnd capadties and given the worsening impact
of the climate change phenomenon.

4.6 Other PublicSectorReforms

As a means for further improving transparency, efficiency and effectiveness in
government operations, agencies shall incorporilte lt1e implications of the
following public sector reforms on their budget proposals:

4.6.1 The ilpproved RiltiOnalililtion Pliln under ExecutiveOrder (EO) No. 366
as the government's vehicle in conducting a s\:r<ltegic review clOd
restructuring of agencyoperations for better servicedelivery;

4.6.2 Cost recovery measures to assist in the revenue enhancement efforts
and improve service delivery, pursuilnt to Administrative Order No. 31
dated October 1, 2012.

4.6.3 Mandatofy use of the Philippine Government Electronic Procurement
System (PhIIGEPS)for trilnsparellCYand effidency purposes as well as
following the procurement rules under Republic Act (RAJ No. 9184 ilnd
Its Implementing Rulesand Regulation (lRR);

4.6.'1 Purchase of agendes' common.use office supplies, materials and
equIpment from the Procurement Service as directed under A.O. No. 17
dated July 28, 2011 and DBMCircular letl:er (CL) Nos. 2.011-6and 2011-
6A;

4.6.5 Implementation of the Nationill Guidelines on Internal Control Systems
pursuant to DBMCLNo. 2008.08 dated October 23, 2008, the Philippine
Government Internal Audit Milnual, issued thru CL No. 2011-05 d~tcd
May 19, 2011, and the creation and strengthening of an Internal Audit
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Service/Unit and iI M,lnagement Division/Unitin agencies conccmed as
provided under CLNo. 2Q08-Sdated April14, 2008;

4.6.6 Pu~uit of ISO certinCillion dnd quality man.ilgemcnt improvement
programs as mandated under EONo. 605 dated February 23, 2007; and,

4.6.7 Sustaining Public-PrivatePartnerships (PPPS)(refeHing to BOTprojed:s
with the private sector financing/constructing and/or operating projects
whIch traditionallywould be within the ambit of the publk sector) "na
minimizing the risks associated with these projects by buildir'lgthe
environment for solicited bids and the cap"dty to identify and moMor
conUngent liabllities.

4.6.B QiSilggregating all lump-sum funds in agency budgets. Given the
difficultiesand inefficiencies~till being encountered at Doth the macro
and agcncy fiscal and cash budget management during 2012 budget
exerution and 2013 budget prep"ration as a result of the delay in
fleshing out the remaining lump sum funds in agency budgets, the no
lump sum policy willcontinue to be enforced for the 2014 budget. The
detailed project components and geographic 10000tions(up to provincial
and munIcipallevels) of agency propoSillsneed to be specified.

5.0 SPECIFIC GUIDEUNES

!n accordance with the budget framework and expenditure reforms contained in tl1e
preceding sections of this Budget Memorandum, departments/agencies shall follow the
guidelines below to ensure the improvedaliocatiorJof funds among competing sed:o~:

5.1 Department Budget Ceitingsfor FY2014

5.1.1 The indicative budget ceiling of each DepartmenVAgency for FY2014
shall be based on the Forward Estimates (FEs) level for FY2014 per Cl
2011-11 d<ltedNovember2B. 2011, ilSupdated. The FEsshalt be used to
detennine the magnitude of the annual costs of all ongoing budgetary
programs and projects, set aside to ensure their continuous funding. The
indicativebudget ceHings,together with the macroeconomic assumptions
and fiscal targets, shall be issued under a separate Memorandum.

5.1.2 Consistent with the performance-based budgeting approach, the
indicative budget ceiling may be adjusted based on demonstrated
Cilpadty to implement programs and projects as well as credible,
adequate and justified catch-up plan and improvements in budget
utilizationin rejatiDrlto the agency ~lFOs.

5.1.2.1 Agency indicative budget ceiling shall be fuliy disaggregated
into specific programs and projects according to geographic
coverage/IOCiltionjbenefidaries, for transparency and for
better monitoring.

• The AgencyCentral Office (ACO)shail consulVcoordinate
with their Agency Region;llOffices (AROs) to derive an
appropriate regional distribution of these existing P/A/PS
under agency budget and to consider the comparative
advilntage or visionof each region;



Illustrations:
L DA, in the rC9ional distribution of its FY 2014

production targets for agricultural programs (e.g.
200,000 metric tons of rice) shall focus in regions
where there is high agriculrural potential and favorable
climate to staple production that will boost agricultural
yields (e.g. Regions 3 and 6). Correspondingly, the
regional allocation in terms of funding requirements as
well as the necesS<lry support (such as
construction/rehabilitation of farm.to-market road,
irrigation canals, technical assistance) to be able to
meet the targets should be higher in the focus regions.

2. Tourism related and support projects/activities should
be maximized in tourism strategic dcstiniltlon ilreilS
such as Cebu, Bahol, Pillaw,'ln, Barilcay, Silmilr,
Siilrg,'lo,Dumaguete, Camilrines Sur, Baguio, among
others.

• The ACOSShilli inform the respective AROS on ttleir
indicative regional ceilings to guide them in ttleir
discussions with t,'lrgd LGUs(under the BuB), CSOs, ,'lnd
RDCsreliltlveto their cvilluation of existing programs ilnd
projects; ilnd

• ACOs and ARCs shall oase the formulation of budget
proposals above the ceilingon the resulting funding gilps.
Above the ceiling proposills shall consist of the agendes'
new btldgctary items, projects or ilny Inuedse/expilnsion
of ongoing budgetary programs.

5.1.2.2 Agencies shall prepare budget propoS<llsthat are focused and
well-coordinated, to preclude budgetlry realignments
during the budget execution phase.

5.1.3 For agencies which are unable to submit BP Forms A and B, their
proposed budget levels shall be limited to the FY 2012 actual
expenditure levels, net of non-recurring ex~nditurc items and
completed projects.

5.2 Consultations of ARCs with lGUs and various stakeholders (Le., matrix of
activities) are shown in the Gantt Chart per Annex B.

5.2.1 Target lGUs i.e., Poor Cities/Municipalitieson BuBProjects

• AROsthru the local Poverty Reduction Action Team (LPRAl) and
Regional Poverty Reduction Action Team (RPRAl) shall provide
technical assistance In the formulationof plans ,'lndidentificationof
poverty reduction projects and strategies.

• Convergent agencies together with the Human Development and
Poverty Reduction Cluster (HDPRC)and DIlG shall orient and

O
discuss the plans with the munlcip<lloore te,'lms, pfOVldlllggUidance
on the conduct of bottom-up budget preparation and execution
process.
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5.2.2 R1Xs

• ROCs Shilllmonitor ilnd provide feedoock on the impact and gaps of
nationill government ilgent-y's on-going programs/projects in their
localities, ilS well as suggest nemed improvements In agency
programS/projects.

• RDCs shall submit fee<Jback/re<:ommend~tion to ACes copy
furnished l:tle AROs on l:tle relevance, efficilCYand propriety of tI~
on-going progrilms dnd projects, using BP Form C.

• Taking into consideration the RDC endorsement, the ACOs shall
submit consolid<lted report to OBMcontilining the feedbilck on tile
P/NPs endorsed by RDCs, following the form prescribed under BP
Form C.

5.2.3 CSOs, Private Sector and other Stakeholders

• Consultations with partner and interested CSOS and other
stakeholders shall be undertaken observing the principles of
Transparency, Accountability, Integrity, Pilrtnership, COnsultation
and Mutual Empowerment, Respect for internal processes,
Sus1:<linabilityand National Interest.

• CSOS arld other stakeholders shail assess and evaluate the existing
programs and projects of govemment agencies and submit il report
to DBMcontaining the feedb<lck on the existing P/NPs of agencies,
using BP Form C.

5.3 After the conduct of consultations with stakeholders, the agency Shilll give
priority in the budget aliOCiltion,the project requests from the tilrget LGUs.

5.3.1 AROshall:

• Incorporate the projects requested by the target LGUs, induding
BuB projects recommended by the LPRAT /RPRAT, into their
regional budget allOC<ltions;

• Submit the regional budget propoSilI to the ACO for incorporiltion
Into the budget of the department <lnd for resolution of problem
ilre~s; and

• Meet with their counterparts from the other nationill ilgencies in the
region or province to discuss the convergence of the delivery of
services to the target lGUs.

S.3.2 ACOsh<lli:

• Con50jjd~te <lndsubmit to DHMusing 8P Fonn C, the reports of the
different regional offices incorporating the ROC recommendation and
. fee<Jbad<.(if deemed neCe5Silry) including recommendations of tI1e

(VLPRAT/RARAT fo< BUBpmjed'.
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• Certify the acceptance or llOn-<lCCeptance
recommendation and state the reilson in the
acceptance.

of the ROC
event of non

• Provldo ROCSand DBM.ROSwith feedback on ROCrecommendations
on programs/projects which are to be incorporated In the budget
submission to DBM.

• Inform the ROC ((mcerned of th~ programs/projects which are
finally submitted for wngrcssionill ClpprOV<l1.

5.4 ppp FUrlding

5.4.1 Pursuant to NBC No. 538 dilted March 22, 2012, agencies shall identify
in their annual bLJdget proposals, tho project components to be funded
from the PDPStrategic Support Fund (PPPSSF) and Project Development
and Monitoring Fadlity (PDMF). PPPSSF refers to an appropriation
lodged in the budget of agencies concerned to fund the government
share fur PDP project components. PDMF refers to the revolving fund
constituted pursuant to EO 8 with financir'lg from GOP ~nd ADS for PPP
rel~tcd ~ctivities.

5.4.2 The PPP project components to be funded from PPPSSF ~nd PDMF ~re
c~tegorized ~s follows:

5.4.2.1

5.4.2.2

PPPSSF

• Right-of-wilY acquisition ~nd rel~ted costs (including
resettlemerlt), government counterpdrt to !)e used for the
amstruction and other related cost for potential and
actual PPP projects idl'Jltified by the agency provided
these do not exceed 50% of the project cost purSlJant to
Section 2Aof RA7718.

• Cost of designing, building, and otherwise delivering any
part of a PPP project which government decides to retain
responsibility for. These indude public infr~strud.ures such
as rurill ilnd access roads, utilities and other support
facilities required for ~ PPP project to be viable.

POMP

• Preparation of project pre--feasibiiity and feasibility studies;
• Project structuring;
• Preparation of bid documents ~nd draft contracts;
• Transaction advisory;
• Assistilnce in the tendering process, including bid

evaiuation and award;
• Activities required to determine the feilsibility ilrld 'liability

of potential PPP projects;
• Preparation of various project documents as required for

approvdl by tile NEDA.ICC ilnd other approving bodi,-"S;
oed

• Hiring of consultants and advisors to assist the 1A in the
various aspects of the project preparation.
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5.5 Total ResourceBudgeting

5.5.1 Agenciesshall reflect in their budget propoS<lI,other sources of funds as
aul:t1orizedunder spedfic provisions of law, I.e., use of Tncomeand
collections which are accounted under 5pedal Accounts, Revolving
Funds and Trust Funds and are earmarked to support identified PjA/Ps
and their correspondingMfOs/P1s,using the following forms:

o BP Form 100 A - Stltement of Revenuesand Expenditures for
Spadai AocOlJlltsin tile Gcner<llFund.

o BP Form 100 B - Statement of Other Receipts/Expenditures for
RevolvingFunds,Uscof Income and Trust Receipts;

• ap Forms A and a - for MfO Budget l'MJix and Agency
PerformanceMeasures.

5.5.2 Pursuant to DOF-DBM-COAPermanent Committee Joint Circular No. 4-
2012 and DOF-DBM-eOAJoTntAdministrative Order Nos. 2012-Q1 and
2012-0I-A, all NGAs induding sues and Other Executive Offices, are
required to submit a complete list of their existing bank account
balances pertaining to funds maintained out5ide the BTr.
COnsistentwith this requirement, agencies shall reflect under SP Form
100-B tIleir iatest Cilsh in bank balances ror these accounts. The
submitted dal<!will be induded by DBMin VIe consoHdi,ltedlist of all Off-
Budget fundsjaccounts maintlined by departments/agencies.

S.6 P/A/PSwhich are not funded out of the regular budget or the agency but have
tile probability of becoming real liabilities such as contingent Iiabiiitics arising
from BOT projects and other multi-year obligations or multi-agency projects
must be Identified through a footnote in the agency budget proposai in BP
Form 201 (Schedules A,a,C,D).

5.7 Performance-BasedBudgeting/OPIF

5.7.1 Departments/agendes shall aliocate their proposed budget by MFOsas
reviewed per NBC532 using BP Form A - MfO Budget Matrix. They shall
set the performance targets for the MfOs using BP Form El - Agency
PerformanceMeasuresjPIs.

5.7.1.1 Agency P{AjPs shall be i,lttributed to appropriate Mr-os. The
method used ror the atlJibution shail be attachL>dto FormA.

5.7.1.2 P/NP attribution for the purpose or 1'1FOcosting shi,lll cover
only tIlose falling under Operations.

5.7.1.3 Funds for GASS, $TO and projects shall be presented
separately arid not allocated acrossMFOs.

5.7.1.4 Unlinked PjNPs andjor non-strategicjlow priority component
c~Uvj!j<::>:d,,,,IIlx: jdcnlif,,::u ,,,,d w"=f'u,,,.Ii":I ~",i":I" "'''f 1,."
reJllocated to on-going polides supporting core mandates
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5.7.2 Performilnce Indiciltors (PIs) which pertain to measures to be used for
the assessment of the delivery of MFOscontributing to organiziltional
outcomes, can be expressed in three dimensions:

• Quantity Indicators - are measures of the volume of output5.

• Quality IndiC<ltors- ate measl.lres of ~how well" an MFOis
delivered. These may Include meilsures of timeliness, co~"t-
efficiency, ilccuracy, completeness, ilcces5lbllity,compliilnCC
with stilnd,lrds or satisfaction of dient needs.

• limeliness IndiciltOrs- are meaSl.lresof the aVililabilityof the
output as and when required by the client. limeliness
indicatorsmay indude turnaround time, ilverage waiting time,
distance/time travelled by clients to re<:eivea service, etc.

5.7.2.1 For focus and manilgeability, agencies are' advised to
present at most two (2) sets of PIs per Mfa showing
quantity, quality and timeliness Indicators, although they are
not precluded from having scver<llindicators/targets as they
may find necessary to monitor and usc.

5.7.2.2 Performance targets are the ilchievable levels of
accomplisl1mentpertaining to an agency's MFa - PI consistent
with its budget allocation within a Orle'year period. It is
generally expected that targets will rise with an increase in
budget allocation.

5.8 Gender ,md Development (GAD)

• A GADPlarl and Budget (GP6) shall be formulated pursuant to and in
accordance with the RepubliCAct 9710 or Magna Cilrta of Women and the
peW.NEDA-D6MJoint Orrular 2012-01: Guidelines on the Preparation of
Annual Gender and Development (GAD) Plaros and Budgets (GP6)
AccomplishmentReports (AR)to Implement the MagnaCarta ofWomen.

• The GPBShilJlrespond to the gender gaps/issues filced by the agency's
clients and constittlencies and their women and men employees. Agency
shilll illiocate at least five percent (5%) of the to\.illagency budget proposal
for activities supporting GADplans and prD9rams.The GADbudget shall be
part of the agency's MOOE,COand PS requirements. It is understood thill
the GADbudget does not constitute an ildditional budget over an agency's
mUllbudget appropriations.

5.9 The spedfic guidelines in the preparation of the FY 2014 Agency budget
proposals arc contained in Annex A of this Memorandum. Under this Section,
DBMmade some modifications in the expenditure and object account titles,
descriptors and groupings, consistent with the UnifiedAccount Code 5\:nJcture
(UACS)that shall be adopted for the 2014 budget preparation. This is in line
with the on-going harmonization efforts between eOA, DBMand OOF(Btr) for
the Government Integrated Flnandal 1'1ilnagement Information System.
Separate guidelineswillbe issued for tllis purpose.



6.0 SUBMISSION REQUIREMENTS AND TIMETABLE

6.1 Agencies shall accomplish the pertinent Budget Preparation (BP) forms
containing FYs2012 to 2014 information In accordancewith the expenditure and
income accoLJrltsLJrlder the New Government Accounting System (NGAS)
prescribed under COAOrcular No. 2003-01 dated June 17, 2003. DBM shall
issue another Orcular/Memorimdum to prescrJbe the modifications on the
accounts and BPforms specificallyfor the FY2014 budget information.

6.2 The budget proposalsmust be duly endorsed by the Oepilftm,mt Secretary/OEO
Headand shall highlight the agency's:

• Thrust for the budget year/Priorities;
• Outcomesand Outputs rrargets) usingOPIF log framc;
• Program/Project Implementation Strategies for FY2014
• FY2012 Actual Acwmplishment

6.3 In addition, the budget pmpoS<llsof agencies involving spedfic concerns shall
require the endorsementof the following:

Subjectof Endorsement

CHED sues Budget

TESDA Technicaleducation and skills development programs

OA Researchand Development (R&D) in Agriculture and Fisheries

DOST R&DIn natural resources,environment, ted1nologlcaland
engineeringsciences

NSCB Systemsof DesignJtedStatisticspursuant to EO352

DOST"ICfO Information SystemsPlanIn SUj:lportof IT-related propoSills

PCW GADPlan

OENR- Procurementof Data from Airborne and Spacebome platforms
NAMRIA and other related roducts and seNices for ma in ur oses

6.4 Agency budget propoSillsshail include five (5) copies/sets of the following:

6.4.1 ProperlyaccomplishedBudget PreparationCBP)FormsNo. 100 to 'lOo-A
as enumerated under Annex C;

6.'1.2 BPFormsA and B for the MFa Budget Matrix and Agency Perfonnance
Neasures, respectively; and

6.4.3 BP Form C - summary of ROC/CSOFeedback on Major On-going
Programsand Projects (for selecteddepartments);

6.4.4 Inventory of equipment as required ur'lderNBCNos. 438, 446 ilnd 446-
A; ilnd,

6.4.5 Agency's FY2012 AccomplishmentReport.

"



6.5 The deildline for the submission of the required Sf>Forms under Annex C, Forms
A/8 and Table I for FY2014 budget proposals shall be as follows:

6.5.1 ~lard11S,2013

• FY 2012 Actual Obliqiltions and FY 2013 Cllrrent Year Program by
allotment da5s usirlg 8P Form 201 Schedules A, 8, C ilnd 0; and

• FYs 2012 and 2013 physical and performance/targets using Forms A
ilnd B.

6.5.2 April15, 2013

• FY2014 Budget Proposals.

6.6 AUnationill government agencies shilll submit their 2014 budget proposals and
supporting forms/documents to the Budget Technical service (BTS), Ground
Roor, DBM 6oncodin Hilll, GenerJI Solano St., San Miguel, Mal'lilil. sues shall
submit these aforccited forms to their counterp<lrt DBM-ROcol'lcemed.

7.0 BUDGET PREPARATION CALENDAR

The DcpartmCflt $ecrctilry/Heild of the OEO shilll ensure that the budget proposals
submitted by their respective bureilus, offices and iltt:lched agencies are in ilCcordan<:e
with these guidelines and budget preparation calendar per Annex 0 of this
Memorandum.

JlFLORENCIO B. ABAD,/ U' . Secretary
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