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Manila

BY THE PRESIDENT OF THE PHILIPPINES

MEMORANDUM ORDER NO. 97

FURTHER RATIONALIZING THE APPLICATION OF THE MODIFIED
DISBURSEMENT SYSTEM ESTABLISHED UNDER MEMORANDUM
ORDER NO. 276 ON THE AUTOMATIC RELEASE PROCEDURES
MANDATED UNDER SECTION 286 OF THE LOCAL GOVERNMENT
CODE OF 1991 FOR THE SHARES OF THE LOCAL GOVERN-
MENT UNITS IN THE PROCEEDS FROM NATIONAL TAXES

WHEREAS, Section 286 of Republic Act No. 7160, otherwise known
as the Local Government Code of 1991, provides that the share of each
local government unit (LGU) in the annual internal revenue allotment, as
well as from the proceeds in the development and utilization of the
national wealth, shall be released, without need of any further action
and without lien or holdback for whatever purpose, directly to the
provincial, city, municipal, or barangay treasurer, as the case may be;

WHEREAS, Memorandum Order No. 276, dated 12 January 1990,
which established a Modified Disbursement System [(MDS) for Govern-
ment, seeks to utilize the services of government financial intermedia-
ries, not only to reduce the overhead cost of budgetary transactions

and operations, but also to promote the growth, stability, and equity
objectives of fiscal and monetary policles; and

WHEREAS, the application of the MDS on the automatic release
procedures contemplated under Section 286 of the Local Government
Code may be further rationalized to likewise enhance the effectiveness
and efficiency of the budget and cash programming systems of the
individual provinces, cities, municipalities, and barangays;

NOW, THEREFORE, I, FIDEL V. RAMOS, President of the
Philippines, by virtue of the powers vested in me by law, and upon
the recommendation of the Chairman of the Oversight Committee con-
stituted under Section 533 of the Local Government Code and at the

initiative of the Chairman of the Development Budget Coordination
Committee, do hereby order and direct the following:

1. Such sums as may be appropriated under the annual General
Appropriations Act of the share of LGUs in the proceeds from national

taxes shall be administered and programmed by the Department of
Budget and Management (DBM) for direct release to individual provinces,
cities, municipalities, and barangays in accordance with the procedures
prescribed for the purpose under the Local Government Code, with
whatever additional special provisions, which may be set by Congress

in the yearly General Appropriations Act and with other existing laws,
rules and regulations pertinent to the matter. /"//



2. The comprehensive Advices of Allotment and the corres-
ponding Notices of Cash Allocation covering the share of LGUs in
the proceeds from national taxes shall be prepared by the DBM as
basis for drawing monthly MDS checks for credit to the current
accounts in any of the authorized government servicing banks of
the concerned province, city, municipality, and barangay pursuant
to established MDS procedures. The necessary guidelines and the
appropriate delegation of authority to its offices in the field shall

be promulgated and issued to ensure prompt compliance by DBM
with this directive,

3. Established MDS banking arrangements with the Philippine
National Bank, the Land Bank of the Philippines, and the Develop-
ment Bank of the Philippines shall be reviewed and, where found
needed, redirected towards the expeditious transfer of funds to the
LGUs, particularly the barangays.

4. The Department of the Interior and Local Government, in
coordination with the DBM, shall monitor and report through the
Oversight Committee, the implementation of this Memorandum Order.

This Memorandum Order shall take effect immediately.

DONE in the City of Manila, this 1st day of March,
in the year of Our Lord, nineteen hundred and ninety-three.‘/

By the President:
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ANTONIO T. CARPIO
Chief Presidential Legal Counsel
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