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AN ACT INSTITUTING BUDGET REFORM 
THAT WILL ENSURE THE EQUITABLE DISTRIBUTION OF FUNDS 

FOR BOTH THE NATIONAL AND LOCAL GOVERNMENT UNITS 
FOR THE PURPOSE OF PROMOTING LOCAL GOVERNMENT 

EMPOWERMENT IN ORDER TO ACHIEVE INCLUSIVE GROWTH, 
APPROPRIATING FUNDS THEREFOR AND FOR OTHER

PURPOSES

EXPLANATORY NOTE

The Republic Act No. 7160 or the Local Government Code of 1991 (LGC) 
sought to empower local government units (LGUs) by giving them the authority to 
effectively formulate and implement their respective projects and programs. To 
ensure adequate resources are channeled to local governments, the LGC increased 
the share of LGUs from the annual revenues of the national government through 
higher Internal Revenue Allotment (IRA). In addition, the LGC also authorized LGUs 
to impose and collect local fees and taxes to generate additional resources. These 
reforms sought to empower LGUs and enable them to fund their respective programs 
-  consistent with the national objective of creating effective and autonomous local 
governments units.

Nevertheless, despite the said reforms, many LGUs continue to suffer from 
limited fiscal resources. Consequently, many LGUs fail to effectively provide service 
and implement their respective programs, contrary to the outcomes envisioned when 
the LGC was enacted in 1991. To date, many LGUs continue to rely on direct 
provision from the national government, especially for programs and projects that 
contribute to local development.
















