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1.0

INTRODUCTION

1.1

1.2

The government remains steadfast in its commitment to sustaining the
momentum of reform implementation and inclusive development, in line
with the agenda outlined in the Philippine Development Plan (PDP)
Midterm Update 2023-2028 and the updated Medium-Term Fiscal
Framework (MTFF) 2022-2030 Midterm Update (October 2025).
By leveraging on these foundational frameworks, the government continues
to pursue sustainable and inclusive growth, improve public welfare through
the ongoing fiscal reforms and good governance policies, and ensure that
economic initiatives align with the broader vision for national development.

Advancing the PDP Midterm Update 2023-2028 and National
Priorities

The PDP Midterm Update 2023-2028, which remains the country’s medium-
term blueprint for inclusive and sustainable development, places emphasis
on the role of Public Financial Management (PFM) in supporting the national
developmental goals as it directly influences the alignment of resources,
service delivery, and overall governance. The PDP Midterm Update is firmly
anchored on the long-term vision of AmBisyon Natin 2040, which aspires
for a matatag, maginhawa, and panatag na buhay for Filipinos. As
the country is nearing its final phase of the PDP implementation, the
proposed FY 2027 budget will serve as a critical pipeline to implement its
strategic objectives.



1.3

1.4
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Strengthening PFM through the 2024-2028 PFM Reform Roadmap

In support of the PDP's Midterm Update strategic objectives, the
government will continue implementing the PFM Reforms Roadmap 2024—
2028. As such, agencies are expected to align their budget proposals with
the roadmap’s overarching objectives of achieving: (1) aggregate fiscal
discipline, (2) allocative efficiency, and (3) operational efficiency. By
reinforcing the link between planning, budgeting, and implementation, the
PFM reforms embedded in the FY 2027 Budget aim to enhance service
delivery, promote fiscal sustainability, and accelerate inclusive and
sustainable national growth.

Strategic Aims of the FY 2027 Budget Proposals

The FY 2027 budget aims to capitalize on the gains of the previous years
while responding to the emerging challenges of the country. More
specifically, the goal is to (1) safeguard the purchasing power of the Filipino
people by managing the effects of the lingering inflationary pressures,
particularly high food and fuel prices, among others; (2) accelerate inclusive
and sustainable economic growth through continued infrastructure
investments; (3) strengthen the country’s climate resilience; (4) enhance
the quality, accessibility and transparency of public services by sustaining
the government's digitalization efforts; (5) promote balanced country-wide
development by synchronizing local, regional and national
programs/projects; (6) foster social cohesion and inclusion through
targeted investments in disadvantaged sectors and communities, while
empowering local government; and (7) remain adaptable to the emerging
risks and opportunities both in domestic and external environment.

Upholding Fiscal Discipline

Prudent debt management and efficient resource allocation remain a critical
priority of the Marcos Jr. Administration’s budgeting strategy. Given the
limited available fiscal space, agency budget proposals will be carefully
evaluated in terms of value for money, performance metrics and alignment
with the government’s fiscal consolidation strategy. It is emphasized that
the key review factor will be the agency's performance in implementing
funded programs/projects and its corresponding budget utilization.
Consistent with the adoption of the Cash Budgeting System (CBS), only
those agency proposals that clearly demonstrate implementation-readiness
and strong absorptive capacity will be included in the FY 2027 Proposed
National Budget.



2.0 EXPENDITURE MANAGEMENT FRAMEWORK
2.1  The FY 2027 budget proposal shall incorporate the following:

2.1.1 Priorities and policy directions of the administration of President
Ferdinand Marcos, Jr., as integrated in the PDP Midterm Update
2023-2028. The PDP Midterm Update serves as the
Administration’s roadmap, providing actionable policies and
programs and enabling transformative and transparent measures
that sustain growth and institutional reform, leading toward
achieving the Agenda for Prosperity in the Bagong Pilipinas.

2.1.2 Programs which support the MTFF 2022-2030 Midterm Update!,
and demonstrate the government’s strong commitment to
maintaining macro-fiscal stability through fiscal consolidation and
prudent debt management, without compromising growth, job
creation, and poverty alleviation efforts. These updated issuances
reflect the government’s commitment to judicious programming,
fiscal prudence, and alignment with the DBCC's medium-term
macroeconomic assumptions?.

The MTFF3 is a comprehensive fiscal strategy which seeks to attain
short-term macro-fiscal stability while steering the economy back
to its high-growth trajectory and promoting medium-term fiscal
sustainability. It aims to consolidate the resources of the National
Government (NG) in order to optimize its use and gain its maximum
benefit and multiplier effects for the economy.

2.1.3 Sustained commitment to infrastructure development through the
Build-Better-More Program, with emphasis on Economy and
Development (ED) Council-approved list of Infrastructure Flagship
Projects. However, increased infrastructure spending will not, in
any way, detract from the full support provided to the poorest,
lagging, climate change and disaster risk vulnerable areas nor the
social sector, and basic public services.

I Latest MTFF update, published in October 2025

2 Emphasizing the updated government’s medium-term macroeconomic assumptions, growth targets, and fiscal program for FYs
2025 to 2028, as reviewed by the DBCC, considering evolving global developments, among others during its 191st Meeting on
June 26, 2025.

3 Adopted through Concurrent Resolution No. 4 - CONCURRENT RESOLUTION SUPPORTING THE 2022-2028 MEDIUM-
TERM FISCAL FRAMEWORK OF THE NATIONAL GOVERNMENT adopted by the Senate of the Philippines on September
12, 2022 and adopted by the House of Representatives as an amendment to House Concurrent Resolution No. 2 on September
14, 2022.



2.1.4 Strengthened digitalization efforts by investing in information and
communication technology (ICT), supported by the agency's
Information Systems Strategic Plan (ISSP) submission to the
Medium-Term Information and Communications Technology
Harmonization Initiative (MITHI), consistent with the rules and
regulations imposed by the MITHI Steering Committee.
Government ICT spending shall comply with the framework
established by the MITHL.

2.1.5 Provision of funds for capacity-building programs for Local
Government Units (LGUs), including competency-enhancing
interventions in the areas of sector-specific technical competency
requirements, resource generation, public financial management,
leadership and management, and development planning, among
others, to enable them to assume the devolved functions and
services, pursuant to Section 1(i) of Executive Order (EO) No. 103,
s. 2025.

2.1.6 In view of the Supreme Court Decision and Resolution in the
Province of Sulu v. the Executive Secretary, et. al. and pursuant to
EO No. 91, s. 2025,* all relevant National Government Agencies
(NGAs) shall include the Province of Sulu under Region IX
(Zamboanga Peninsula) for regional administration, development
planning, investment programming and budgeting, and other
relevant purposes under applicable laws, rules, and regulations.

2.2 The national government shall intensify its efforts to ensure that regional
plans align with national priorities, thereby promoting inclusive growth
and equitable regional investment opportunities. In particular, the FY
2027 budget of the national government shall provide funds for agencies’
regional programs which are responsive to the needs of the poorest,
disadvantaged and lagging LGUs.

2.2.1 Coordination between Agency Central Offices (ACOs) and Agency
Regional Offices (AROs) shall be strengthened for medium-term
planning and resource optimization, subject to the following:

a) The department priorities in the different regions;

b) The assessment of implementation-readiness of the priority
programs/activities/projects (P/A/Ps) in the regions; and

c) The consideration of the likely resource constraints for the
regional planning and budgeting as a result of the “Mandanas
Ruling”. >

4 Further Ensuring the Continuity of Governmental Operations and Uninterrupted Delivery of Critical Public Services in the

Province of Sulu, Declaring the Province of Sulu as Part of Region [X {Zamboanga Peninsula). and For Other Purposes

5 Supreme Court (SC) decision in Congressman Hermilando 1. Mandanas, et al., v. Executive Secretary Paquito N. Ochoa, Jr. et
al. and Honorable Enrique T. Garcia, Jr., v. Executive Secretary Paguito Ochoa et al.. (G.R. Nos. 199802 and 208488 both
dated July 3. 2018), or the “Mandanas Ruling”

4
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2.2.3

In turn, AROs shall craft annual regional plans and budgets
anchored to these priorities and criteria, coordinating their efforts
with their counterpart Regional Development Councils (RDCs) to
ensure alignment of regional programs with that of the ACOs’
national programs.

Agency programs to be implemented by LGUs must be coordinated
with the targeted LGUs to assess resource availability and ensure
that they are responsive to local and regional needs.

To reinforce agency-RDC feedback mechanism, ACOs, through
their AROs, as well as the State Universities and Colleges (SUCs),
shall provide initial feedback to the concerned RDCs on the
disposition of RDC-endorsed projects. Such feedback should clearly
identify the items that were or were not included in their budget
proposals, together with the corresponding justification. The same
feedback shall then be encoded in the Budget Preparation (BP)
Form C (Summary of RDC Inputs and Recommendations on
Agency Programs and Projects) for submission to the Department
of Budget and Management (DBM).

Hence, the Department Secretary or the Head of the Agency/SUC
should be held responsible in ensuring that its budget proposals
have gone through the necessary RDC review process and RDC
endorsement, as may be applicable.

The Department Secretary or the Head of the Agency/SUC shall
certify that the department/agency proposals has undergone the
necessary RDC process and/or a justification for inclusion of
proposals which do not require RDC process and endorsement.

The Department of Economy, Planning, and Development
(DEPDev) Regional Offices and the Metropolitan Manila
Development Authority shall ensure that copies of RDC resolutions
endorsing the projects for budget proposals, in consolidated form,
i.e., by region, and the above Certification from the Department
Secretary or the Head of the Agency/SUC, shall be submitted to
the DBM Central Office.

Consistent with EO No. 103, s. 2025, agencies shall recognize that LGUs
are primarily responsible for providing direct service delivery to their
constituencies. Agencies shall ensure that the FY 2027 budget proposals
reflect the greater responsibility and accountability of LGUs recognizing
that they are partners in delivering the devolved functions/services in
accordance with national government standards.
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Accordingly, national government agencies shall:

2.3.1 Avoid proposing PAPs that duplicate with devolved
functions/services, except where allowed by law or necessary to
address significant capacity gaps or exigencies;

2.3.2 Focus NG resources on policy-setting, standard-setting, technical
assistance, performance monitoring, and capacity development to
support LGUs in meeting service delivery standards;

2.3.3 Justify any NG-funded programs in devolved areas by
demonstrating their necessity to address inter-LGU disparities or
critical service delivery gaps, with priority to be given to 4th to 5th
income classes and other poor, lagging, and disadvantaged LGUs,
particularly those in geographically isolated and disadvantaged
areas, as well as those with high poverty incidence; and

2.3.4 Ensure that performance indicators for NG programs reflect LGUS’
primary accountability for direct service delivery while tracking LGU
compliance with NG standards.

The government shall reinforce to adopt the following ongoing
administrative and fiscal reforms for greater budget transparency,
openness, accountability, and reliability:

2.4.1 2-Tier Budgeting Approach (2TBA);
2.4.2 Unified Accounts Code Structure (UACS);

2.4.3 Program-based budgeting structure through the Program
Expenditure Classification (PREXC) approach;

2.4.4 Disaggregation of lump-sum amounts within the agency specific
budgets to reflect the P/A/Ps, implementing agencies and/or
regional or local levels;

2.4.5 Cash Budgeting System (CBS) pursuant to EO No. 91, s. 2019
which emphasizes funding of implementation-ready P/A/Ps which
can be completed within the fiscal year, or until the allowable
implementation period as provided in the applicable general and
special provisions of the General Appropriations Act (GAA), if any;

2.4.6 A well-functioning, strengthened results-based and credible
monitoring and evaluation system that will provide evidence-based
information;

2.4.7 Program Convergence Budgeting (PCB) to link, harmonize, and
synchronize critical program interventions;



2.4.8 Philippine Open Government Partnership (OGP) pursuant to EO No.
31, s. 2023, serving as a key platform for transparency and citizen
participation;

2.4.9 Participatory budgeting to promote efficient use of public funds and
ensure sustainable development through meaningful citizen
participation. To attain these, the NGAs shall consider local
government priorities including those reflected in Local
Development Investment Programs, local plans, and outputs of
consultations and other participatory planning processes with the
Civil Society Organizations (CSOs), subject to compliance with Item
2.2 of this National Budget Memorandum and alignment with
existing mechanisms and policies that facilitate open, inclusive, and
meaningful citizen engagement; and

2.4.10 The implementation of the Government Optimization Program
pursuant to Republic Act No. 12231

3.0 DEPARTMENT/AGENCY BUDGET LEVELS

3.1

3

3.3

The total budget of departments and agencies shall be based on the total
cash requirements of (a) ongoing P/A/Ps under Tier 1; and (b) new
spending proposals or expansion of existing P/A/Ps under Tier 2.

The future cost of ongoing and existing policies shall be determined
through the formulation of the Forward Estimates (FEs) for FYs 2027-
2029.

Consistent with the 2TBA, the evaluation and deliberation of ongoing and
new P/A/Ps shall be conducted separately to ensure efficient allocation of
resources. The Tier 1, which refers to the first phase of the 2TBA, shall
cover the estimated cash requirements for ongoing P/A/Ps and
commitments at the same cost and quality. Meanwhile, the requirements
for new/expanded proposals are taken up under Tier 2. The latter
proposals shall be guided by the Budget Priorities Framework (BPF), which
shall be covered by a separate issuance.

The detailed guidelines for the computation and updating of the FEs for
Tier 1 and Tier 2 are provided in Annex A.



3.4

In the evaluation of the total budgetary requirements of the departments
and agencies, or Tier 1 and Tier 2 budget levels, the DBM shall also
consider the following:

3.4.1 Balances of their Special Accounts in the General Fund (SAGF) as
of December 31, 2025° less FY 2026 estimated expenditures when
identifying funding requirements for their budget proposals. This
ensures that funding requests for new general appropriations are
justified by actual financial needs; and

3.4.2 Progress status or physical performance of ongoing/existing
P/A/Ps, agencies’ absorptive capacity, and the implementation-
readiness of new projects, amaong others.

4.0 GENERAL SUBMISSION REQUIREMENTS

4.1

4.2

All Budget Preparation (BP) Forms shail be accomplished consistent with
Annex B (Budget Preparation Guidelines, Forms and Instructions) of this
National Budget Memorandum (NBM).

The required submission modality is the Online Submission of Budget
Proposals (OSBP) System v2.0. Autharized agency representatives must
encode the entries from the completed BP Forms directly into the system.

4.2.1 The OSBP System v2.0 shall be used to generate and print two (2)
sets of hard copies of all BP Forms, including those forms
considered as “Not Applicable”, for submission to the DBM. These
copies should be duly signed and endorsed by the Department
Secretary or the Head of the Agency/SUC.

4.2.2 The DBM will acknowledge as official submissions those BP Forms
with "Submitted" status in the OSBP System v2.0. With this,
agency-authorized representatives are reminded to click the
"Submit" button upon completion of encoding of each BP Form,
including those forms considered as "Not Applicable".

4.2.3 It must be emphasized that the submitted hard copy must contain
exact information as encoded in the OSBP System v2.0. In the
event of inconsistencies or discrepancies in the data, the soft copy
encoded by the authorized agency representatives shall prevail and
will be considered the official submission of the agency.

¢ shall be equivalent to the fund balance as of December 31, 2024 plus 2025 actual remitted collections as certified by the BTr,
less 2025 actual obligations

8



4.3

4.4

4.5

4.6

To enable DBM to thoroughly evaluate the proposed revision, deletion, or
addition of special or general provisions, agencies shall be required to
completely accomplish the BP Form 300, particularly the justification for
the revision, deletion, or inclusion of such provisions, which must
be supported by relevant legal basis/es and in conformity with the
existing budgeting, accounting, auditing, and other pertinent laws, rules,
regulations, and policies. Provisions with incomplete information shall not
be considered.

For infrastructure agencies, Tier 1 must already be supported by a list of
projects. As for Tier 2, failure to comply with the submission of complete
and accurate set of BP Forms along with its supporting documents will
automatically limit the budgetary allocation/ceiling to Tier 1 levels only.

All BP Forms and supporting documents cited in this NBM shall be
submitted to the following:

4.5.1 Administrative Service — Central Records Division (AS-CRD) at
DBM-Central Office, Ground Floor, Building III, General Solano St.,
San Miguel, Manila, for all national government agencies, including
the following SUCs - University of the Philippines System, Philippine
Energy Research and Policy Institute, and the Mindanao State
University System; and

4.5.2 DBM Regional Offices (ROs) concerned, for the rest of the SUCs,
Metropolitan Manila Development Authority (MMDA) and
Metropolitan Baguio City, La Trinidad, Itogon, Sablan, Tuba, and
Tublay Development Authority (MBLISTTDA).

Strict adherence to the submission deadlines specified in Annex C
(Calendar of Activities) of this NBM should be observed.

5.0 SPECIFIC SUBMISSION REQUIREMENTS

5:1

Budget proposals of the following departments/agencies should cover
those activities to be implemented within the Calendar Year (CY)
2027 (i.e., January to December 2027 only) instead of the Academic
year:

e Department of Education (DepEd);

e SUCs;

e Department of National Defense (DND) - Philippine Military
Academy and National Defense College of the Philippines;

e Department of the Interior and Local Government (DILG) -
Philippine Public Safety College and Philippine National Police;

e Department of Science and Technology (DOST) - Philippine Science
High School System and Science Education Institute;



e Department of Labor and Employment (DOLE) - Technical
Education and Skills Development Authority; and

e Other Executive Office (OEO) - Commission on Higher Education

(CHED).

5.2 For budget proposals of agencies involving specific concerns, the
endorsement of pertinent departments/agencies/entities is required, as

follows:

Endorsing Entity

Subject of Endorsement

RDCs

OEO-CHED

DA-OSEC?

DOST

OEO-PhilSA?

DEPDev-PSA™®

DENR-NAMRIA™

ICF!2 Review Panel

DEPDev-OSEC

Regional Budget Proposals for priority programs
and projects in the regions

SUCs Funding Proposals to include the
certification/validation of the budget levels for Free
Higher Education (FHE) and the endorsement of
the compliance to LUDIP” for proposed
infrastructure projects

Research and Development (R&D) in Agriculture
and Fisheries

R&D in natural resources, environment,
technological and engineering sciences

R&D of space science and technology applications
(SSTAs) & Procurement of data from spaceborne
platforms

Systems of Designated Statistics pursuant to E.O.
No. 352

Procurement of data from airborne and
spaceborne platforms and other related products
and services for mapping purposes

Funding proposals pertaining to the Hosting of
International Conferences and Contributions to
International Organizations

New and on-going infrastructure projects as
covered by updated approved Public Investment
Program (PIP)/Three-Year Rolling Infrastructure
Program (TRIP), whichever is applicable

" Land Use Development and Infrastructure Plan (LUDIP)
8 Department of Agriculture (DA) - Office of the Secretary (OSEC)

? Philippine Space Agency (PhilSA)

1 DEPDev. formerly National Economic and Development Authority (NEDA) - Philippine Statistics Authority (PSA)
1 Department of Environment and Natural Resources (DENR) - National Mapping and Resource Information Authority

(NAMRIA)
12 International Commitments Fund (ICF)



Endorsing Entity Subject of Endorsement

MITHI'? Steering Information Systems Strategic Plan (ISSP) in
Committee (MSC) support of Information and Communication
Technology (ICT)-related budget proposals

IAEECC™ (DOE as Government Energy Efficiency Projects (GEEPs)!®
secretariat) While the purchase of electric vehicle/s is
considered GEEPs, the same will be excluded from
the IAEECC endorsement of GEEPs as part of the
agency'’s submission of budget proposal.

InfraCom?*® Master plans of national scope for the
infrastructure secter and its sub-sectors, including
those that are interregional in scope or that
naturally traverse regional boundaries

DENR - RBCOY All relevant and related river basin initiatives, such
as but not limited to river basin infrastructure
development projects, flood control,
environmental protection and integrated water
resources management pursuant to EO No. 816
dated July 6, 2009.

DENR - WRMO*® Consistency of DPWH flood control projects with
the integrated water resource management.

53 All endorsed projects by the responsible departments/agencies/
committees shall still be subject to DBM evaluation.

5.4  Similarly, the budget proposals of participating agencies for P/A/Ps which
form part of convergence programs and projects shall be limited only to
the specific priority programs and projects duly coordinated with PCB lead
agencies. To this end, PCB lead agencies shall ensure proper coordination
with participating agencies to determine the contribution of each agency
to the attainment of the targets of a PCB program.

Furthermore, consistent with the government's commitment to focus
government resources on key programs and projects which are
coordinated in a holistic approach, and rationalize similar overlapping
and/or redundant P/A/Ps, PCB lead and participating agencies shall ensure
that proposals for PCB contributing P/A/Ps (i) are anchored on existing
legal bases and/or policy frameworks; (ii) are in line with the agency
mandate and functions; and/or (iii) do not overlap with the geographical
coverage and beneficiaries with those of the P/A/Ps of other government
agencies. Likewise, delineation of functions and responsibilities among
participating agencies in the implementation of convergence programs
and projects should be clearly defined.

3 Medium-Term Information and Communication Technology Harmonization Initiative (MITHI)

" Inter-Agency Energy Efficiency and Conservation Committee (IAEECC)

15 Economy and Development Council - Infrastructure Development Committee

15 GEEPs as defined under RA No. 11285 (Energy Efficiency and Conservation Act} and pertinent IAEECC resolutions.
17 River Basin Control Office (RBCO)

18 Water Resources Management Office (WRMO)






























































































































































































































































https://climate.gov.ph/files/Typology%2520Code%2520Manual.pdf



















