REPUBLIC OF THE PHILIPPINES

DEPARTMENT OF BUDGET AND MANAGEMENT
GENERAL SOLANO STREET, SAN MIGUEL, MANILA

LOCAL BUDGET CIRCULAR No. 166
Date: February 6, 2026

To : Local Chief Executives (LCEs), Members of the Local Sanggunian,
Local Budget Officers, Local Treasurers, Local Planning and
Development Coordinators, Local Accountants, and All Others
Concerned

Subject . GUIDELINES ON THE RELEASE AND UTILIZATION OF THE
LOCAL GOVERNMENT SUPPORT FUND-GROWTH EQUITY
FUND (LGSF-GEF) UNDER THE FY 2026 GENERAL
APPROPRIATIONS ACT  (GAA), REPUBLIC  ACT
(RA) NO. 12314

1.0 LEGAL BASES

Special Provision (SP) No. 4 under the LGSF of the FY 2026 GAA, RA No. 12314,
appropriated an amount of PhP 11,300,000,000 that shall be used as
financial assistance to the identified poor, disadvantaged, and lagging local
government units (LGUs) and those with fiscal gaps arising from the
devolution, or to augment provincial resources for inter-municipal programs
and projects, in order to gradually enable the full and efficient implementation
of the functions, services and facilities devolved to the LGUs concerned in
accordance with Section 17 of RA No. 7160! and other pertinent laws, as well
as Executive Order (EO) No. 138, s. 2021,2 as amended by EO No. 103,
s. 2025.3

EO No. 103, s. 2025, was promulgated providing for, among others, the full
devolution of certain functions of the Executive Branch to LGUs. Section 10
thereof mandates the establishment of GEF to address the issues of
marginalization, unequal development, high poverty incidence, and disparities
in the net fiscal capacities of LGUs.

! Local Government Code of 1991
2 Full Implementation of Devolution of Certain Functions of the Executive Branch to Local Governments, to Provide Additional
Policies Therefor, and for Other Purposes

3 Amending Executive Order No. 138 (s. 2021) to Extend the Transition Period for the Full Implementation of Devolution of
Certain Functions of the Executive Branch to Local Governments, to Provide Additional Policies Therefor, and for Other Purposes
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2.0 PURPOSE

This Circular is being issued to prescribe the guidelines on the release and
utilization of the LGSF-GEF, consistent with the FY 2026 GAA, RA No. 12314.

3.0 POLICY GUIDELINES

3.1 Determination of the Beneficiary LGUs and Computation of their
Respective Allocations

Sl el

32

3.1.3

3.1.4

The appropriation of PhP 11,300,000,000 for the FY 2026
LGSF-GEF shall be allocated to the identified province, cities,
municipalities, and barangays in the following manner:

e PhP 100,000,000 for the province;

e PhP 75,000,000 for each city;

e PhP 30,000,000 for each municipality; and
e PhP 3,900,169 for each barangay.

Consistent with SP No. 4 under the LGSF of the FY 2026 GAA,
the GEF shall be used as financial assistance to the identified
poor, disadvantaged, and lagging LGUs and those with fiscal
gaps arising from the devolution, or to augment provincial
resources for inter-municipal programs and projects, in order
to gradually enable the full and efficient implementation of the
functions, services and facilities devolved to the LGUs
concerned in accordance with Section 17 of RA No. 7160 and
other pertinent laws, as well as EO No. 138, s. 2021, as
amended by EO No. 103, s. 2025.

Beneficiary provinces, cities, and municipalities shall be those
under the 4" and 5% income class based on Department of
Finance (DOF) Order No. 074.2024 dated November 5, 2024.4

Barangay beneficiaries are those: (i) belonging to 4™ and 5t
income class cities and municipalities; and (ii) classified as
Unserved and Underserved Communities for Primary Health
Care (UUC for PHC);>

4 Schedule of Income Classification for the First General Income Reclassification of Provinces, Cities, and Municipalities Based on
the Income Ranges under Republic Act No. 11964
5 From the Department of Health FY 2025 List of UUC for PHC barangays
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3.2

3.3

3.1.5

Using the foregoing factors and consistent with EO No. 103,
s. 2025, the list of beneficiary provinces, cities, municipalities,
and barangays, and their respective allocations from the FY
2026 LGSF-GEF are shown in Annexes A to D.

Release of the Allocations of Beneficiary LGUs

3:2:1

3.2.2

3.2.3

3.2:4

The FY 2026 LGSF-GEF shall be directly released to the
beneficiary provinces, cities, municipalities, and barangays.

The beneficiary LGUs shall submit the documentary
requirements prescribed under this Circular upon receipt of the
Notice of Authority to Debit Account Issued (NADAI).

Consistent with the Department of Budget and Management
(DBM)- DOF Joint Circular No. 2016-1 dated January 4, 2016,°
the Special Allotment Release Order (SARO) covering the FY
2026 LGSF-GEF shall be comprehensively released by the DBM
and Advice(s) of Notice of Cash Allocation Issued (ANCAIS)
covering the LGSF-GEF shall be released by the DBM to the
Bureau of the Treasury (BTr), while the corresponding Notices
of Cash Allocation shall be released to the Modified
Disbursement System-Authorized Government Servicing Banks
(MDS-AGSBs) for crediting to the BTr account.

Upon receipt of the ANCAI from the DBM, through the Action
Document Releasing System, the BTr shall release the
corresponding Authorities to Debit Account (ADAs) to the MDS-
AGSBs for crediting of the funds to the respective depository
accounts of the beneficiary LGUs. In parallel, the BTr shall
inform the said LGUs of the released funds and their purposes
through the issuance of NADAI, copy furnished the Department
of the Interior and Local Government (DILG) Regional Offices.

Utilization of the Allocations of Beneficiary LGUs

3.3.1

3.3.2

The FY 2026 LGSF-GEF shall be exclusively used by the
beneficiary LGUs to gradually enable their full and efficient
implementation of the devolved functions and services
pursuant to Section 17 of RA No. 7160.

To align with the Philippine Development Plan and the
Sustainable  Development  Goals,  provinces, cities,
municipalities, and barangays shall only utilize their allocation

5 Guidelines for the Direct Release of Funds by the Bureau of the Treasury (BTr) to Local Government Units (LGUS) in FY 2016

and Thereafter
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in the LGSF-GEF in implementing a maximum of two (2) of the
following projects, to wit:

3.3.2.1  Local Roads;

3.3.2.2  Local School Buildings;

3.3.2.3  Water Supply (Level III) and Sanitation Systems;

3.3.2.4 Health Stations {Barangay Health Stations/Rural
Health Units);

3.3.2.5  Electrification; and

3.3.2.6  Food Security, including rice distribution.

3.3.3  The projects to be funded from the allocation of beneficiary
LGUs shall be included in their respective duly approved Local
Development Investment Programs (LDIPs) and Annual
Investment Programs (AIPs).

3.3.4  Whenever necessary, in the implementation of projects funded
from the FY 2026 LGSF-GEF, the beneficiary LGUs shall seek
technical assistance from the higher level LGUs (i.e. barangay
to municipality, city, or province; municipality to province) or
government agencies concerned to ensure their compliance
with the standards prescribed by the National Government
(NG).

3.3.5 The beneficiary LGUs shall provide counterpart funds for the
completion of projects whose costs exceed the amount of
allocation received by the same beneficiary LGUs from the FY
2026 LGSF-GEF, and the same shall be deposited in the trust
fund.

3.3.6  The beneficiary LGUs shali observe and comply with the
requirements for the implementation of infrastructure projects
pursuant to Section 297 of the General Provisions (GPs) of the

7 Sec. 29. Implementation of Infrastructure Projects. The following requirements shall be observed in the implementation
of infrastructure projects:

(a) The location, areas or sites of all infrastructure projects are not included in the critical geo-hazard areas or no build zanes
identified or certified by the Mines and Geosciences Bureau;

(b) The standards of construction, rehabilitation, improvement or repair of all infrastructure projects in all areas and zones,
including the standards on rehabilitation or construction of government buildings or office spaces, and the acquisition or outright
purchase of lots and buildings, are consistent with the pertinent rules and regulations determined by the DPWH and/or other
relevant agencies, which shall consider, among others, the structural strength and climate and disaster resilience required for
infrastructure projects in all areas and zones;

(c) The planning and construction of all infrastructure projects to be implemented within the National Integrated Protected Area
System are done in a way that eliminates or minimizes the risk of biodiversity loss while the specifications thereon are in
accordance with those determined by the DPWH, in coordination with the DENR. Major infrastructure projects may only be
undertaken in said areas if intended to enhance biodiversity. The DPWH shall consider climate data and risk assessment and
green building standards in the planning, designing, construction, engineering, and renovation of government buildings and
facilities;

(d) For foreign-assisted projects and infrastructure projects utilizing government-managed Official Development Assistance funds,
the implementing agencies shall ensure that technical knowledge for the application and implementation of relevant processes,
inciuding the technologies required for such application and implementation, for the operation, maintenance, and further
development of such projects, shall be systematically transferred to the government: Provided, That such technology transfer
agreements shall abide by any and all relevant laws, rules, and regulations; and
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FY 2026 GAA, RA No. 12314. It shall ensure that the designs of
all proposed projects for the construction, concreting,
rehabilitation, repair, improvement, expansion or upgrading of
government buildings include the installation of a Rainwater
Collection System, in accordance with the prescribed design of
the Department of Public Works and Highways (DPWH),
pursuant to Section 30 of the GPs of the FY 2026 GAA, RA
No. 12314.

3.3.7  For Food Security, the beneficiary LGUs shall comply with the
provisions of RA No. 11321 or the Sagip Saka Act, its
implementing rules and regulations, and relevant guidelines.

3.3.8 In accordance with SP No. 5 ¢f the LGSF in the FY 2026 GAA,
RA No. 12314, in no case will the LGSF-GEF be used for the
following: (i) programs, projects, and activities of the
beneficiary LGUs, such as construction of waiting sheds,
purchase of road studs, attendance to study tours or seminars,
conduct of capacity building activities, implementation of flood
control projects, and for those projects already fully covered by
other sources of funds; (ii) administrative expenses; and
(iii) payment of personnel services expenses, such as salaries,
honoraria, allowances, and bonuses.

3.3.9 Disbursement and utilization of funds by the beneficiary LGUs
shall be subject to pertinent provisions of the New Government
Procurement Reform Act (RA No. 12009) and its IRR, and any
relevant policies issued by the Government Procurement Policy
Board (GPPB), as well as the applicable budgeting, accounting,
and auditing laws, rules and regulations.

3.4 Treatment of the Shares of LGUs

3.4.1  Pursuant to Section 309 (b)€ of RA No. 7160 or the Local
Government Code of 1991, the FY 2026 LGSF-GEF of provinces,
cities, and municipalities shall be recorded as a trust fund for
the specific purpose(s) for which the funds were received. In
the case of barangays, a special account under the general

(e) As provided under Section 18 of the General Provisions of this Act, all heads of agencies of the government are responsible
for all government funds and property pertaining to their agencies, consistent with Section 51, Chapter 9, Subtitle B, Title I, Book
V of E.O. No. 292. For purposes of payment, the heads of agencies or implementing units, as the case may be, shall certify the
valid and legal obligations covering infrastructure projects implemented, consistent with the approved plans, specifications, and
standards, and in accordance with budgeting, procurement, accounting, and auditing laws, rules, and ragulations.

8 Section 309. Special Funds. - There shall be maintained in every provincial, city, or municipal treasury the following special
funds;

XXX

(b) Trust Funds shall consist of private and public monies which have officially come into the possession of the local government
or of a local government official as trustee, agent or administrator, or which have been received as a guaranty for the fulfillment
of some cbligation. A trust fund shall only be used for the specific purpose for which it was created or for which it came into the
possession of the local government unit.
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3.4.2

343

344

3.4.5

fund shall be maintained. The released fund shall be made
available for disbursement for the purpose specified until fully
expended. In case there are more than one (1) proposed
projects and funds have been released therfor, the beneficiary
LGU shall maintain a separate ledger for each project.

Not later than fifteen (15) calendar days from the date of the
NADAI, the beneficiary LGU shall:

3.4.2.1  For provinces, cities, and municipalities, transfer the
GEF and counterpart fund (if any) from the General
Account to the Trust Fund Account and submit to
the DILG the proof of transfer;

3.4.2.2  For barangays, maintain a special account under the
general fund and submit proof to the DILG;

3.4.2.3  Ensure updating of Full Disclosure Policy (FDP) Form
6 (Trust Fund Utilization) in compliance with Section
4.4 of this Circular; and

3.4.2.4 Enroll the projects in the SubayBayan Portal.

The following documents shall be submitted within sixty (60)
calendar days by the beneficiary LGUs to the DILG prior to
project implementation:

3.4.3.1 Approved Detailed Engineering Design (DED),
Program of Works, and Approved Budget for the
Contract;

3.4.3.2 Duly signed and updated AIP and LDIP where the
proposed project is reflected; and

3.4.3.3 Other specific requirements attached in Annex E.

If at any point, the LGU determines that the funds can no
longer be utilized, (e.g., when the program(s) and/or projects
cannot be implemented for any reason or when the same
has/have been fully funded from other sources), the amount
received by the same LGU from the LGSF-GEF shall be
immediately reverted to the National Treasury.

Upon completion of the proposed project(s), all unutilized and

undisbursed funds shall be immediately reverted to the
National Treasury.
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4.0

5.0

3.4.6  The beneficiary LGU shall inform the DILG of any fund reversion
made in relation to the project/s and submit proof of reversion
(e.g., deposit slip) through the SubayBayan Portal within thirty
(30) working days after reversion of the fund.

POSTING AND REPORTING REQUIREMENTS

The beneficiary LGUs shall:

4.1

4.2

4.3

4.4

4.5

Comply with the posting requirements prescribed under existing
government procurement laws, their IRRs, and all relevant policies
issued by the GPPB;

Prepare quarterly reports on fund utilization and status of project
implementation using the prescribed format (Annex F), until such time
that the Unified Reporting System for LGUs has been developed and can
be used by the LGUs;

Post project details in the LGU website consistent with Section 111 of
the General Provisions of the FY 2026 GAA;

Post the said reports in the FDP Portal and at least three (3) conspicuous
public places in the locality within twenty (20) calendar days from the
end of each quarter consistent with the FDP of the DILG; and

Send a written notice, together with a copy of the said reports, to the
Secretary of DBM, Secretary of DILG, Speaker of the House of
Representatives, President of the Senate of the Philippines, and the
Chairpersons of the House Committee on Appropriations and Senate
Committee on Finance, upon posting of the reports on the LGU’s website.
The date of notice to said agencies shall be considered as the date of
compliance with the requirement.

MONITORING AND EVALUATION

5.1

5.2

Consistent with SP No. 2 of the DILG-Office of the Secretary under the
FY 2026 GAA, RA No. 12314, the DILG shall be responsible for the
monitoring and evaluation of the projects covered by the LGSF for LGUs.
The DILG shall likewise provide technical assistance to LGUs to ensure
project readiness and proper implementation of projects. The DBM shall
provide the DILG with a list of releases from the FY 2026 LGSF-GEF for
monitoring and evaluation purposes.

The beneficiary LGUs shall comply with DILG Memorandum Circular

No. 2024-134 dated September 12, 2024 (Omnibus Guidelines for the
Monitoring and Evaluation of SubayBayan Enrolled Projects), including
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9.3

its subsequent revision(s) and all supplemental guidelines for the
monitoring and evaluation of project implementation.

Likewise, beneficiary LGUs shall comply with the necessary
reports/plans/documents relative to the project implementation.

6.0 RESPONSIBILITY AND ACCOUNTABILITY

6.1

6.2

B9

The responsibility and accountability in the expeditious implementation
of projects, and proper utilization and disbursement of the LGSF-GEF
shall rest upon the LCEs and other local officials concerned. It is also the
responsibility of said local officials to ensure that the funds released to
the LGU concerned are utilized strictly in accordance with applicable
budgeting, accounting, and auditing laws, rules and regulations, and the
pertinent provisions of existing procurement law, rules, and regulations.
Non-compliance with any provisions of this Circular shall subject the
erring officials to appropriate administrative sanctions, as may be
applicable.

As part of LGU’s due diligence, they shall ensure that:

6.2.1 No duplication of funding wili occur as mentioned in Section
3.3.4 of this Circular. If so, the LGU, through the LCE, shall
immediately inform the DILG and DBM that it has received
funding from other sources for the same projects, and
immediately revert the funds received to the National Treasury.

6.2.2 The DED for infrastructure projects adheres to the NG
standards and other applicable issuances of the NG.

6.2.3 The LGU can implement the proposed project, either by
contract or administration.

6.2.4 All permits and clearances prescribed by appropriate
government agencies as required are secured prior to
implementation and provide the DILG with a copy of the said
permits and clearances. The beneficiary barangay may seek
technical assistance from the higher-level LGUs in the
application of permits and clearances.

6.2.5 The project is sustainable (e.g. provision of operation and
maintenance fund).

For infrastructure projects, the LCEs shal! ensure that the funds covered

by the SARO and Notice of Cash Allocation to be released shall be
withdrawn from their respective government servicing banks for
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7.0

8.0

9.0

10.0

payment of valid and legal obligations implemented in accordance with
the approved contract.

ITEMS FOR RESOLUTION

Interpretation of the provisions of this Circular shall be referred to the DBM for
resolution.

SEPARABILITY CLAUSE

If any provision of this Circular is deckared invalid or unconstitutional, the other
provisions not affected thereby shall remain valid and subsisting.

REPEALING CLAUSE

All provisions of existing guidelines that are not consistent with this Circular are
hereby revised, modified and/or repealed accordingly.

EFFECTIVITY

This Circular shall take effect immediately after its publication.

ROLANDO\U. TOLEDO
Acting Secretary
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Annex A

Allocation from the FY 2026 Local Government Support Fund -

Growth Equity Fund for Provinces

No. Region Province Amount
1 [Region II Batanes 100,000,000
GRAND TOTAL 100,000,000
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Annex B

Allocation from the FY 2026 Local Government Support Fund -
Growth Equity Fund for Cities

No.| Region Province City Amount

1 [Region I Tlocos Sur Vigan City 75,000,000
2 |Region III |Nueva Ecija Palayan City 75,000,000
3 |Region III |Nueva Ecija Science City Of Munoz 75,000,000
4 |Region IV-A |Cavite Cavite City 75,000,000
5 |[Region VI  [Negros Occidental La Carlota City 75,000,000
6 |Region VI |Negros Occidental Victorias City 75,000,000
7 |Region VII |Cebu Bogo City 75,000,000
8 [Region VII [Negros Oriental Canlaon City 75,000,000
9 |Region X Misamis Oriental El Salvador City 75,000,000

GRAND TOTAL 675,000,000
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Allocation from the FY 2026 Local Government Support Fund -
Growth Equity Fund for Municipalities

Annex C

No.| Region Province Municipality Amount

1 |CAR Abra Bucloc 30,000,000
2 |CAR Abra Daguioman 30,000,000
3 |CAR Abra La Paz 30,000,000
4 |CAR Abra Lagayan 30,000,000
5 |CAR Abra Langiden 30,000,000
6 |CAR Abra Pefarrubia 30,000,000
7 |CAR Abra Sallapadan 30,000,000
8 |CAR Abra San Juan 30,000,000
9 |CAR Apayao Santa Marcela 30,000,000
10 |CAR Benguet Sablan 30,000,000
11 |CAR Benguet Tublay 30,000,000
12 |CAR Ifugao Asipulo 30,000,000
13 [CAR Ifugao Hingyon 30,000,000
14 |CAR Kalinga Lubuagan 30,000,000
15 |CAR Kalinga Pasil 30,000,000
16 |CAR Mountain Province Barlig 30,000,000
17 |CAR Mountain Province Besao 30,000,000
18 |CAR Mountain Province Sabangan 30,000,000
19 |CAR Mountain Province Sadanga 30,000,000
20 |CAR Mountain Province Sagada 30,000,000
21 |Region I Ilocos Norte Adams 30,000,000
22 |Region I Ilocos Norte Carasi 30,000,000
23 |Region I Ilocos Norte Dumalneg 30,000,000
24 [Region I La Union Bagulin 30,000,000
25 |Region I La Union Burgos 30,000,000
26 |Region I Pangasinan Santo Tomas 30,000,000
27 |Region II Batanes Basco 30,000,000
28 |Region II Batanes Itbayat 30,060,000
29 |Region II Batanes Ivana 30,000,000
30 |Region II Batanes Mahatao 30,000,000
31 |Region II Batanes Sabtang 30,000,000
32 [Region II Batanes Uyugan 30,000,000
33 |Region II  |Cagayan Rizal 30,000,000
34 |Region II  [Cagayan Santa Praxedes 30,000,000
35 |Region II Nueva Vizcaya Ambaguio 30,000,000
36 |Region II Nueva Vizcaya Villaverde 30,000,000
37 |Region IT  |Quirino Saguday 30,000,000
38 |Region III  |Nueva Ecija Nampicuan 30,000,000
39 [Region III |Tarlac Anao 30,000,000
40 |Region III |Tarlac Ramos 30,000,000
41 |Region III |Tarlac San Clemente 30,000,000
42 |Region IV-A |Batangas Alitagtag 30,000,000
43 [Region IV-A |Batangas Balete 30,000,000
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Annex C

Allocation from the FY 2026 Local Government Support Fund -
Growth Equity Fund for Municipalities

No.| Region Province Municipality Amount

44 |Region IV-A [Batangas San Nicolas 30,000,000
45 |Region IV-A [Batangas Santa Teresita 30,000,000
46 |Region IV-A [Batangas Tingloy 30,000,000
47 |Region IV-A |Cavite General Emilio Aguinaldo 30,000,000
48 |Region IV-A |Laguna Famy 30,000,000
49 |Region IV-A |Laguna Luisiana 30,000,000
50 [Region IV-A |Laguna Mabitac 30,000,000
51 [Region IV-A |Laguna Paete 30,000,000
52 |Region IV-A |Laguna Rizal 30,000,000
53 |Region IV-A |Quezon Agdangan 30,000,000
54 |Region IV-A |Quezon Alabat 30,000,000
55 |Region IV-A |Quezon Jomalig 30,000,000
56 |Region IV-A |Quezon Padre Burgos 30,000,000
57 |Region IV-A [Quezon Patnanungan 30,000,000
58 [Region IV-A |Quezon Perez 30,000,000
59 |Region IV-A |Quezon Pitogo 30,000,000
60 [Region IV-A [Quezon Plaridel 30,000,000
61 |Region IV-A |Quezon Quezon 30,000,000
62 |Region IV-A [Quezon Sampaloc 30,000,000
63 [Region IV-B |Marinduque Buenavista 30,000,000
64 |Region IV-B |Occidental Mindoro Looc 30,000,000
65 [Region IV-B |Occidental Mindoro Lubang 30,000,000
66 |Region IV-B [Palawan Agutaya 30,000,000
67 |Region IV-B [Palawan Cagayancillo 30,000,000
68 |Region IV-B [Palawan Kalayaan 30,000,000
69 |Region IV-B [Palawan Magsaysay 30,000,000
70 [Region IV-B |[Romblon Alcantara 30,000,000
71 |Region IV-B [Romblon Banton 30,000,000
72 |Region IV-B |[Romblon Calatrava 30,000,000
73 |Region IV-B |Romblon Concepcicn 30,000,000
74 |Region IV-B [Romblon Corcuera 30,000,000
75 |Region IV-B |Romblon Ferrol 30,000,000
76 |Region IV-B |Romblon Magdiwang 30,000,000
77 |Region IV-B [Romblon San Andres 30,000,000
78 |Region IV-B |Romblon San Jose 30,000,000
79 [Region IV-B |Romblon Santa Fe 30,000,000
80 [Region IV-B |Romblon Santa Maria 30,000,000
81 |Region V Albay Jovellar 30,000,000
82 |Region V Camarines Norte San Lorenzo Ruiz 30,000,000
83 [Region V Camarines Norte San Vicente 30,000,000
84 |Region V Camarines Norte Talisay 30,000,000
85 |Region V Camarines Sur Bombon 30,000,000
86 |Region V Camarines Sur Cabusao 30,000,000
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