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Dear Vice Mayor Carmona: =

This refers to your request for legal opinion on which should come first, the Annual
Budget or the Annual Investment Plan (AIP).

In your query, you stated that your confusion stemmed from the differing views on
the above matter, i.e., from lessons learned from your seminars and trainings, saying the AIP
comes first, and from the opinion of our Municipal Local Government Operations Officer
(MLGOO), Ms. Laarni Beauty C. Sepe, at Nasipit, Agusan del Norte, saying the Annual
Budget comes first before the AIP.

In our opinion, you are BOTH correct. The preparation of the AIP comes first, before
the Annual Budget, when we look at the Calendar Year. The preparation of the Annual
Budget comes first, before the AIP, when we look. at the Fiscal Year. We have attached the
Plan and Budget Linkage Summary for your information and guidance.

We understand that the Annual Budget preparation, which starts with the Budget
Call sometime in June, is based on the AIP, initial IRA released by the DBM, and projected
income of the Local Government Unit. Thus, as the Fiscal Year starts in July, it is the Annual
Budget which is being prepared, i.e., preparation and submission of proposals by department
heads, budget hearings, consolidation of proposals, issuance of Budget Message and
submission of the Executive Budget to the Local Sanggunian. Understandably, this Annual
Budget is for the ensuing year.
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As the Calendar Year starts in January of the ensuing year, the AIP is reviewed and
updated based on multi-stakeholders consultation, and match the AIP with the actual IRA
and income available or, in other words, resources available. It will then be finalized and
endorsed to the Local Sanggunian sometime in March.

Theoretically speaking, Planning and Budgeting is a cycle. This implies that the AIP
is a basis {or the Annual Budget while based on the budget, the AIP is also reviewed and
updated.

We hope to have satisfactorily addressed your concern. This opinion is rendered

without prejudice to the decisions that competent higher authorities and the courts may
subsequently decree.

Please course through your request for legal opinion in the future through your
MLGOQ or DILG Provincial Office.

Thank you and God bless!

Very truly yours,

ACION, CESO IV
}/egional Directgr

cer PD Rorpeo A. Solis
DILG-ADN

Ms. Laarni Beauty C. Sepe
MLGOO-Nasipit, ADN
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PLAN-BUDGET LINKAGE SUMMARIZED

I Jan 1 -15 LCE issues Executive Order directing the updating of
the LDIP & the AIP

Jan 16 - 31 _I Review of all objectives and policies I

* Objective setting / Strategy formulation
Feb. 1 -1§ * Policy revision/ formulation
* Prioritization of PPAs
* Consolidation of revised objectives, strategies &
prioritized PPAs
i

Feb. 16 - 28 * Input review results in AIP forms
* Multi-stakeholder consultation on draft AlP

I March 1-15 jem | * Match investment requirements with available
resources.

* Revise draft AIP if resources are inadequate;
formulate needed policies

* Finalize AIP for endorsement to Sanggunian

* Sanggunian dellberates

|

March 16-30 I_I LFC elevates to higher LGU/ NGRO AIP - identified

projects that cannot be financed by the concerned
lower LGU.

|

April 1-30 ._.I Higher LDC deliberates on projects proposed by ]

lower LGU for funding.
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May 1- June 15 LFC prepares profiles of PPAs to be funded from the
General Fund of the LGU

|

June 16-30 ]— * LCE issues “Budget Call” based on AIP (done after
the initial IRA share is released by DBM)

* LFC finalizes spending ceiling by sector/ office

* LFC conducts workshop / forum on the Budget

l

July 1-Aug. 15 I— Department Heads prepare & submit budget
-proposals

Aug. 16-Sept. 15 | LFC conducts technical budget hearings on
proposals submitted by Department Heads

Sept. 16 - 30 d LFC consolidates budget proposals into a Local
- Expenditure Program (LEP) and prepares the Budget

of Expenditure and Sources of Financing (BESF)
-

| l

Oct. 1-15 _| LCE prepares Budget message & submits the same to]

the Sanggunian with the Executive Budget consisting
of the LEP & BESF.
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THE PLAN-BUDGET CYCLE
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