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REYES, J. JR., J.:

The Facts and the Case

Before the Court is a Petition for Certiorari under Rule 64 in relation to Rule 65 of the Rules of Court seeking to
nullify and set aside the December 29, 2014 Decision[1] and the September 26, 2016 Resolution[2] of respondent
Commission on Audit (COA). The assailed Resolution denied the motion for reconsideration filed by petitioner
Province of Camarines Sur, represented by Governor Miguel Luis R. Villafuerte (Gov. Villafuerte), for lack of
merit, and affirmed with finality COA Regional Office V (COA-ROV) Decision No. 2013-L-016[3] which
sustained the validity of Notice of Disallowance No. 2011-200-010(08)[4] on the payment of allowances to
locally funded teaching and non-teaching personnel of the Department of Education (DepEd)-Division of
Camarines Sur in the total amount of P5,820,843.30.

To accommodate the growing number of enrollees in public schools, petitioner started hiring in 1999 temporary
teaching personnel to handle extension classes of existing public schools, as well as non-teaching personnel in
connection with the establishment and maintenance of these extension classes. The salaries of the personnel hired
were charged to the Special Education Fund (SEF).[5]

On March 5, 2009, Atty. Eleanor V. Echano, Audit Team Leader (ATL) assigned to the province of Camarines
Sur issued Audit Observation Memorandum (AOM) No. 2009-19 (2008) dated February 18, 2009 stating that the
payments made by the petitioner for the allowances/honoraria of locally funded teaching and non-teaching
personnel of the DepEd-Division of Camarines Sur from July 2008 to October 2008 in the total amount of
P5,820,843.30 that were charged to the SEF contravene the provisions of Section 272 of Republic Act (R.A.) No.
7160 or The Local Government Code of 1991 (LGC) and the Department of Education, Culture and Sports,
Department of Budget and Management, and Department of Interior and Local Government Joint Circular
(DECS-DBM-DILG JC) No. 1, Series of 1998 dated April 15, 1998 on the utilization of the SEF for the operation
and maintenance of elementary and secondary public schools.[6]

In their Comment dated June 23, 2010 to the AOM, the Officer-In-Charge (OIC)-Provincial Accountant;
OIC-Provincial Treasurer and OIC-Provincial Budget Officer of the petitioner contended that the payments made
did not violate Section 272 of the LGC and other pertinent circulars as the payments were well within the purpose
and intent for which the SEF may be utilized.[7]

On December 23, 2011, the ATL and Supervising Auditor-in-Charge issued Notice of Disallowance No.
2011-200-010(08)[8] dated November 15, 2011 disallowing the payments of allowances/honoraria to locally
funded teaching and non-teaching personnel of DepEd-Division of Camarines Sur which were charged to the
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2008 SEF for the following violations:

- The payments for the allowances of locally funded teachers were in violation of the provisions of Section 272
of RA 7160 which explicitly provide that the proceeds of Special Education Fund shall be allocated for the
operation and maintenance of public schools and DECS-DBM-DILG Joint Circular No. 01 s of 1998 dated
April 14, 1998, clarified under JC No. 01-A dated March 14, 2000 and JC No. 01-B dated June 25, 2001 which
state that payments of salaries, authorized allowances and personnel-related benefits are only for hired teachers
that handle new classes as extension of existing public elementary [or] secondary schools established and
approved by DepEd;

- The allowances was taken up in the Special Education Fund (SEF) books as "Donations" (878) instead of
taking it up to the General Fund books[;]

- No Memorandum of Agreement and Accomplishment Report attached[;]

- The payments of payrolls on JEV Nos. 200-08-10-185(1-5) and 200-08-10-188 were not approved by the
Provincial Governor[;]

- The Journal Entry of Payrolls on JEV Nos. 200-08-09-165(12), 200-08-185(1-5) and 200-08-10-188 were not
approved by the Provincial Accountant[;]

- The OBR on JEV No. 200-08-09-165(12) was not approved by the Provincial Budget Officer (PBO)[;]

- There were no certifications coming from the Head Teachers that the rec[i]pient-teacher indeed served in a
particular school at a given time[;]

- There was no certification from the HRMO of the [p]rovince regarding the authenticity of each claim.[9]

Under the said Notice of Disallowance, the following persons were found liable for the disbursements:

Name

Position/Designation

Nature of Participation in the Transaction

Nora Cariño

OIC-HRMO

For approving the transaction

Lizerna Molave, Ma. Teresa Genova, Ruby Estefani

Provincial Accountant

For certifying that the supporting documents are complete

Susan Laquindanum

Assistant Provincial HRMO

For certifying that charges to appropriation/allotment were necessary, lawful and under your direct supervision
and that supporting documents were valid, proper and legal.[10]

On June 19, 2012, petitioner, through the Provincial Legal Officer, appealed the Notice of Disallowance to the
Office of the Regional Director of COA-RO5 insisting that the payments of allowances and honoraria to locally
funded teaching and non-teaching personnel were properly charged to the SEF in light of the pronouncement of
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the Court in Commission on Audit v. Province of Cebu[11] and that the locally funded teachers actually rendered
their services for calendar year 2008 as certified to by the Provincial Human Resource Management Officer
(PFtRMO) and the Schools Division Superintendent (SDS) of Camarines Sur.[12]

In their Answer dated July 11, 2012, the ATL and the Supervising Auditor (SA) maintained that the payments of
allowances/honoraria to locally funded teachers were rightfully disallowed for failure to comply with the
mandatory requirements of law and joint circulars on the utilization of SEF, particularly the establishment of
extension classes wherein the approval of the DECS Secretary, upon the recommendation of the DECS Regional
Director is necessary, as well as the certification of the division superintendent concerned of the necessity or
urgency of establishing such extension classes.[13]

Furthermore, the ATL and SA averred that the province failed to submit certifications of school heads/head
teachers attesting to the actual periods of the services rendered by the personnel in their respective schools. While
they agree with the provincial legal officer's contention that payments of salaries, allowances and
personnel-related benefits of public school teachers are authorized expenditures of the SEF as enunciated in COA
v. Province of Cebu, they noted that there were also mandatory requirements' that should be complied with before
a lawful disbursement of the SEF may be made, which the province failed to submit.[14]

On July 29, 2013, COA-RO5 rendered Decision No. 2013-L-016[15] denying the appeal and affirming the subject
disallowance on the ground that DepEd-Division of Camarines Sur did not comply with the mandatory conditions
for the establishment of extension classes before the payment of allowances/honoraria to locally funded teachers
hired to handle extension classes could be validly charged to the SEF pursuant to Section 2.1 of
DECS-DBM-DILG JC No. 01-A dated March 14, 2000 and Section 2.1 of DECS-DBM-DILG JC No. 01-B dated
June 25, 2001. COA-RO5 also ruled that the payment of allowances to non-teaching personnel violated Section
272 of the LGC and DECS-DBM-DILG JC Nos. 01, 01-A and 01-B because only salaries and allowances of
public school teachers who handle extension classes are chargeable to the SEF.

Not accepting defeat, petitioner elevated the matter before respondent COA proper (COA) via a petition for
review. However, the petition was denied by the COA in Decision No. 2014-454[16] dated December 29, 2014
for being filed out of time. Petitioner moved for reconsideration.

In its Resolution,[17] docketed as Decision No. 2016-268 and dated September 26, 2016, the COA found the
petition for review to have been timely filed but resolved to deny the motion for reconsideration for lack of merit.
The dispositive portion of the Resolution reads:

WHEREFORE, premises considered, the motion for reconsideration is hereby DENIED for lack of merit.
Accordingly, Commission on Audit Regional Office V Decision No. 2013-L-016 dated July 29, 2013
sustaining the Notice of Disallowance No. 2011-200-010 (08) dated November 15, 2011, on the payment of
allowances/honoraria to locally hired temporary teachers and personnel of the Department of
Education-Division of Camarines Sur in the total amount of P5,820,843.30, is AFFIRMED with
FINALITY.[18]

In finding the disallowance of the subject allowances/honoraria to be proper, the COA gave the same reasons as
the COA-ROV when it affirmed the subject Notice of Disallowance. It held:

The afore-quoted DECS-DBM-DILG JCs provide that the salaries and allowances of teachers hired to handle
extension classes are among the priority expenses chargeable to SEF. In this regard, such extension classes
should be approved by the DECS (now DepEd) secretary upon the recommendation of the DepEd regional
director and certified by the division superintendent as to the necessity and urgency of establishing extension
classes in the LGUs and the number of pupils/students therein shall at least be 15.

BATAS.org - Philippine Law Library G.R. No. 227926. March 10, 2020

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 3 of 18

Study hands-free: podcast-style lessons with read-along highlighting - batas.org



This Commission finds nothing in the records that the mandatory requirements for the establishment of
extension classes were complied with, much less, were the teachers hired for the purpose of handling extension
classes. Only the certification dated November 5, 2009 issued by Schools Division Superintendent Emma I.
Cornejo attesting to the necessity and urgency of establishing extension classes in the elementary was
presented.

With respect to the payment of allowances to the non-teaching personnel employed in the extension classes
established by the DepEd-Division of Camarines Sur, the same is irregular since in the DECS-DBM-DILG JC
No. 01-B dated June 25, 2001, only the salaries and authorized allowances of teachers hired to handle
extension classes are chargeable against the SEF.[19]

Undaunted, petitioner is now before this Court via the present Petition for Certiorari.

The Issues Presented

Petitioner raised the following issues for this Court's consideration:

A.
THE COA ACTED WITH GRAVE ABUSE OF DISCRETION AMOUNTING TO LACK OR EXCESS OF
JURISDICTION WHEN IT FAILED TO CONSIDER PETITIONER'S COMPLIANCE WITH THE LOCAL
GOVERNMENT CODE.

B.
THE COA ACTED WITH GRAVE ABUSE OF DISCRETION AMOUNTING TO LACK OR EXCESS OF
JURISDICTION WHEN IT FAILED TO CONSIDER THAT THE APPROVAL, RECOMMENDATION,
AND CERTIFICATION REQUIREMENTS IN THE DECS-DBM-DILG JOINT CIRCULAR NO. 01-A
CONSTITUTES AN INVALID EXERCISE OF THE ADMINISTRATIVE RULE-MAKING POWER, AND
VIOLATES THE PRINCIPLE OF LOCAL AUTONOMY GRANTED TO LGUs BY THE LOCAL
GOVERNMENT CODE.

C.
THE COA ACTED WITH GRAVE ABUSE OF DISCRETION AMOUNTING TO LACK OR EXCESS OF
JURISDICTION WHEN IT FAILED TO CONSIDER THAT THE JOINT CERTIFICATION BY THE
ACTING HRMO AND SCHOOLS DIVISION SUPERINTENDENT SUFFICIENTLY MET THE
CERTIFICATION REQUIREMENTS STATED IN THE AOM AND THE ND.[20]

The Arguments of the Parties

Petitioner contended that the COA acted in an oppressive, whimsical, capricious and arbitrary manner when, in
2009, it suddenly assailed the hiring of temporary personnel to teach and handle extension classes, and the giving
of allowances to them when it did not question the same for almost a decade, or from 1999 to 2008.[21] At any
rate, it insisted that it complied with all the requirements laid down by the LGC before it utilized the SEF for the
payment of the allowances and honoraria of locally-funded teaching and non-teaching personnel. Consonant with
Sections 100, 235, 272 of the LGC, the High Court, in COA v. Province of Cebu, ruled that SEF may be used to
answer for the compensation of teachers handling extension classes. While the decision therein is silent as to
whether the SEF may be used for the salaries of non-teaching personnel, its silence must not be taken to mean that
the Local Government Units (LGUs), like the petitioner, through the Local School Board (LSB), has no discretion
to decide on how its budget may be utilized. The power to use the SEF for the operation and maintenance of
public schools necessarily implies that it may be used for the payment of salaries of non-teaching personnel
applying the doctrine of necessary implication inasmuch as non-teaching personnel are as necessary and as
indispensable to the operation and maintenance of public schools and the establishment of and handling of
extension classes as the teaching personnel. To say that an LGU has the power to use its funds to pay for the
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salaries of teachers hired to handle extension classes and at the same time say that it has no power to pay for the
salary of extra non-teaching personnel hired due to the increase in the number of classes will result in
absurdity.[22]

Petitioner also asseverated that DECS-DBM-DILG JC No. 01-A which was made the basis of the AOM and ND
is null and void for being an invalid exercise of the rule-making power of the DepEd, DBM and DILG. Before the
issuance of the said circular, the LGC has long authorized the use of SEF, and has in fact mandated the LSB to
prioritize the maintenance and operation of extension classes in the elementary and secondary public schools
when needed. For another, the authority granted to the LSB to decide how the SEF should be allocated for the
operation and maintenance of extension classes under Section 100 of the LGC did not come with a condition. For
the departments of the national government to require compliance to certain conditions, such as administrative
approval, recommendation and certification, when the law itself did not require the same amounted to an invalid
exercise of administrative rule-making authority. Such requirement is also a violation of the principle of local
autonomy guaranteed by the LGC to the LGUs because it unduly interferes with the policy judgment of the
petitioner for it gives the national government agencies the power to substitute their judgment for that of the
LGUs.[23] Petitioner added that consistent with the fundamental precept of checks and balances, the Court has the
power to pass upon the validity of the subject joint circular.[24]

Furthermore, petitioner averred that the joint certification issued by petitioner's acting PHRMO and SDS which
attested to the authenticity of the claims of the locally-funded teachers sufficiently addressed the deficiency noted
by the AOM and ND as to the lack of certification by the Provincial HRMO regarding authenticity of the claim.
The joint certification must also be considered to have met the certification requirements stated in the AOM and
ND given that it did not only contain the names of the personnel hired to handle extension classes, but also the
name and signature of the school head, as well as the name of the specific school where the extension classes
were held.[25]

Even assuming that the COA correctly disallowed the said allowances/honoraria, those who took part in the
disbursement cannot ipso facto be held personally liable therefor since they did not fail to exercise the diligence of
a good father of a family and have processed the disbursements in consonance with laws and procedures which
they have been following since 1999. Also, the long practice of hiring teachers to handle extension classes, as
well as the hiring of non-teaching personnel which is necessary and indispensable to the operation of extension
classes, and the payment of their allowances/honoraria which have never been questioned by the COA, more than
sufficiently show that the disbursement of 2008 SEF therefor which they have been doing for almost a decade was
made in good faith and under color of law.[26]

For its part, COA maintained that it did not commit grave abuse of discretion when it affirmed the disallowance of
the payments made by the petitioner for the allowances/honoraria of locally-funded teaching personnel of
DepEd-Division of Camarines Sur that was charged against petitioner's 2008 SEF for the reason that although
under Section 272 of the LGC, SEF may be used for the operation and maintenance of schools which includes the
establishment of extension classes, the same must first comply with the requirements set forth in
DECS-DBM-DILG JC No. 01-A, specifically the prior approval of the DepEd Secretary upon the
recommendation of the DepEd Regional Director and certification from the division superintendent as to the
necessity and urgency of establishing extension classes in the LGUs provided that the number of pupils therein
shall at least be 15, must first be obtained. Of the mandatory requirements, only the Certification attesting to the
necessity and urgency of establishing extension classes in elementary school was presented.[27]

As regards the payment of allowances to non-teaching personnel employed in the extension classes, COA insisted
that the same was irregular in light of DECS-DBM-DILG JC No. 01-B which provides that only the salaries and
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authorized allowances of teaching personnel hired to handle extension classes may be charged against the SEF.
The argument of the petitioner that the power to use the SEF for the operation and maintenance of public schools
necessarily carried with it the power to use the same to pay the salaries of non-teaching personnel is gravely
erroneous considering that R.A. No. 5447,[28] the law which created the SEF, specifically stated that the same
shall be used for the organization and operation of extension classes including the creation of positions of
classroom teachers, head teachers and principals for such extension classes. It did not include non-teaching
personnel who were hired to handle extension classes. Contrary to the view of the petitioner, the Court had been
explicit in COA v. Province of Cebu that only salaries of public school teachers who handle extension classes
may be charged to the SEF.[29]

The COA likewise insisted on the validity of the subject joint circulars. It contended that administrative
regulations, such as the subject joint circulars, which were enacted by the administrative agencies to implement
and interpret the law which they are entrusted to enforce have the force of law and are entitled to respect. They
cannot be collaterally attacked as there is a legal presumption of the validity of these rules. Moreover, the COA
contended that it is beyond the scope of a certiorari petition to determine whether a particular issuance by an
administrative agency is valid or not. Certiorari petition is also not the proper avenue to declare the subject joint
circulars illegal because petitions for certiorari seek solely to correct defects in jurisdiction. Even if the Court
were to rule on their validity, the joint circulars must still be declared as valid because they were issued in the
proper exercise of the concerned government agencies' quasi-legislative powers. Contrary to petitioner's view, the
joint circulars did not expand the provisions of the LGC, but merely filled in the details of the law which
Congress may not have the opportunity or competence to provide.[30]

Lastly, the COA claimed that the joint certification issued by the acting HRMO and SDS was properly rejected as
basis for the payments indicated in the payroll due to the impossibility that they have personally witnessed the
daily attendance of all the personnel listed in the payroll. The absence of the certification by the head teachers cast
doubt on the validity, propriety and authenticity of those who claim payment for their services.[31]

The Ruling of the Court

We find merit in the petition.

At the core of the present petition is the question of whether petitioner, through the approving officers, is liable to
refund the disallowed fund subject of ND No. 2011-200-101(08) in the total amount of P5,820,843.30.

In asserting non-culpability, the petitioner attacks the validity of DECS-DBM-DILG Joint Circular No. 1-A,
alleging that it constitutes an invalid exercise of the administrative rule-making power of the concerned agencies
and violates the principle of local autonomy granted to LGUs.

Under Section 4, Article X of the Constitution:

SEC. 4. The President of the Philippines shall exercise general supervision over local governments. Provinces
with respect to component cities and municipalities, and cities and municipalities with respect to component
barangays shall ensure that the acts of their component units are within the scope of their prescribed powers
and functions.

The Court, in Pimentel v. Aguirre,[32] further delineated the scope of Executive supervision over local
government units as exclusive of control, or the power to restrain local government action.

This provision [Sec.4, Art. X of the 1987 Constitution] has been interpreted to exclude the power of control. In
Mondano v. Silvosa, the Court contrasted the President's power of supervision over local government officials
with that of his power of control over executive officials of the national government. It was emphasized that
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the two terms — supervision and control — differed in meaning and extent. The Court distinguished them as
follows:
In administrative law, supervision means overseeing or the power or authority of an officer to see that
subordinate officers perform their duties. If the latter fail or neglect to fulfill them, the former may take such
action or step as prescribed by law to make them perform their duties. Control, on the other hand, means the
power of an officer to alter or modify or nullify or set aside what a subordinate officer ha[s] done in the
performance of his duties and to substitute the judgment of the former for that of the latter.

In Taule v. Santos, we further stated that the Chief Executive wielded no more authority than that of checking
whether local governments or their officials were performing their duties as provided by the fundamental law and
by statutes. He cannot interfere with local governments, so long as they act within the scope of their authority.
"Supervisory power, when contrasted with control, is the power of mere oversight over an inferior body; it does
not include any restraining authority over such body," we said.

In a more recent case, Drilon v. Lim, the difference between control and supervision was further delineated.
Officers in control lay down the rules in the performance or accomplishment of an act. If these rules are not
followed, they may, in their discretion, order the act undone or redone by their subordinates or even decide to do
it themselves. On the other hand, supervision does not cover such authority. Supervising officials merely see to it
that the rules are followed, but they themselves do not lay down such rules, nor do they have the discretion to
modify or replace them. If the rules are not observed, they may order the work done or redone, but only to
conform to such rules. They may not prescribe their own manner of execution of the act. They have no discretion
on this matter except to see to it that the rules are followed.[33] (Emphases supplied and citations omitted)

While there may a valid issue with regard to the validity of the circular involved in this case in terms of how it
impinges on the principle of local autonomy, the respondent correctly pointed out that administrative regulations,
which were enacted by administrative agencies to interpret and implement the law they were entrusted to enforce,
have the force of law. Thus, they cannot be collaterally attacked as there is a legal presumption of validity of these
rules.

We find respondent's position on this score to be well-taken.

The prevailing rule in constitutional litigation is that no question involving the constitutionality or validity of a
law or governmental act may be heard and decided by the Court unless there is compliance with the legal
requisites for judicial inquiry, i.e., (a) there must be an actual case or controversy calling for the exercise of
judicial power; (b) the person challenging the act must have the standing to question the validity of the subject act
or issuance; (c) the question of constitutionality must be raised at the earliest opportunity; and (d) the issue of
constitutionality must be the very lis mota of the case.[34]

Seeking judicial review at the earliest opportunity does not mean direct recourse to this Court. Rather, it is
questioning the constitutionality of the act in question immediately in the proceedings below.[35]

In this case, petitioners failed to question the validity of the subject circular at the earliest opportunity. It was only
before this Court, that they are now raising the circular's validity vis-a-vis the principle of local autonomy.

Our concurrence with respondent on this point, notwithstanding, still we find that petitioner is not liable to pay for
the disallowed funds.

Under the principle of quantum meruit, a person may recover a reasonable value for the thing he delivered or the
service that he rendered. Literally meaning "as much as he deserves," this principle acts as a device to prevent
undue enrichment based on the equitable postulate that it is unjust for a person to retain benefit without paying for
it.[36]
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Here, there is no question that the Provincial Human Resource Management Officer (PHRMO) and the Schools
Division Superintendent (SDS) of Camarines Sur certified that locally-funded teachers actually rendered their
services for calendar year 2008.[37]

While COA argues that the joint certification of the PHRMO and SDS should be rejected, as it was impossible
that they personally witnessed the daily attendance of all the personnel listed in the payroll, we find such
imputation of malfeasance on the part of the concerned government officials to be warrantless, baseless and
contrary to the presumption of regularity in the performance of official duties. We, therefore, give weight to the
certification that the concerned personnel who received the questioned allowances actually rendered services for
the period stated.

It is apparent, based on the rulings of the COA, COA-ROV, Auditor and ATL that, the disallowance was made
not because no service was rendered by the concerned recipients. Rather, it was due to the failure of petitioners to
comply with the mandatory requirements of DECS-DBM-DILG JCs particularly as to: (1) the prior approval of
DECS (now DepEd) Secretary of the extension classes; and (2) the recommendation of the DECS Regional
Director. It is only the third requirement, certification by the division superintendent as to the necessity and
urgency of establishing extension classes in the LGUs, which petitioners were able to meet.

In light of the principles of quantum of meruit and unjust enrichment, we find that it would be the height of
injustice if the personnel who rendered services for the period in question would be asked to return the honoraria
and allowances they actually worked for, simply because the approving officers failed to comply with certain
procedural requirements. By necessary implication, it would also be inequitable if the approving officers would be
required to shoulder the return of the disallowed funds, even though such were given for actual service rendered.

Indeed, it cannot be said that the approving officers acted in bad faith as the COA did not question the subject
allowances/honoraria from 1999 to 2008. Thus, there were no indicia that would have alerted them that there was
something remiss or irregular with the questioned allowance.

As for the non-teaching personnel, the Court agrees with the petitioner that the authority to expend the SEF for the
operation and maintenance of extension classes of public schools carries with it the authority to utilize the SEF
not only for the salaries and allowances of the teaching personnel, but those of the non-teaching personnel alike
who were hired as a necessary and indispensable auxiliary to the teaching staff. It is beyond question that the
services of these non-teaching personnel are essential to the sound and efficient operation and maintenance of
these extension classes. Without them, it would be impossible to hold these extension classes as teachers would
have to concern themselves not only with their duty to teach, but also the maintenance of classrooms and other
logistical needs pertaining to the holding of these extension classes.

The Court does not agree with the COA that Section 1(a) of R.A. No. 5447 limited the use of the SEF only for the
creation of position of classroom teachers, head teachers and principals for such extension classes. For ease of
reference, the Court recapitulates the said provision. Thus:

SEC. 1. Declaration of policy; creation of Special Education Fund. It is hereby declared to be the policy of the
government to contribute to the financial support of the goals of education as provided by the Constitution. For
this purpose, there is hereby created a Special Education Fund, hereinafter referred to as the Fund, to be
derived from the additional tax on real property and from a certain portion of the taxes on Virginia-type
cigarettes and duties on imported leaf tobacco, hereinafter provided for, which shall be expended exclusively
for the following activities of the Department of Education:
(a) the organization and operation of such number of extension classes as may be needed to accommodate all
children of school age desiring to enter Grade I, including the creation of positions of classroom teachers, head
teachers and principals for such extension classes, which shall not exceed the standard requirements of the
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Bureau of Public Schools: Provided, That under equal circumstances, in the opening of such extension classes,
priority shall be given to the needs of barrios;

The phrase which states that the SEF shall be expended for the organization and operation of such number of
extension classes as may be needed to accommodate all children of school age desiring to enter Grade 1 shows
that the salaries and allowances of non-teaching personnel which, as previously discussed, are indispensable to the
organization and operation of extension classes, are also included in the list for which the SEF may be utilized.
This must be so in light of the doctrine of necessary implication which states that every statutory grant of power,
right or privilege is deemed to include all incidental power, right or privilege. In Department of Environment and
Natural Resources v. United Planners Consultants, Inc.,[38] the doctrine was explained, thus:

No statute can be enacted that can provide all the details involved in its application. There is always an
omission that may not meet a particular situation. What is thought, at the time of enactment, to be an
all-embracing legislation may be inadequate to provide for the unfolding of events of the future. So-called gaps
in the law develop as the law is enforced. One of the rules of statutory construction used to fill in the gap is the
doctrine of necessary implication. The doctrine states that what is implied in a statute is as much a part thereof
as that which is expressed. Every statute is understood, by implication, to contain all such provisions as may be
necessary to effectuate its object and purpose, or to make effective rights, powers, privileges or jurisdiction
which it grants, including all such collateral and subsidiary consequences as may be fairly and logically
inferred from its terms. Ex necessitate legis. And every statutory grant of power, right or privilege is deemed to
include all incidental power, right or privilege. This is so because the greater includes the lesser, expressed in
the maxim, in eo plus sit, simper inest et minus.

To construe the law otherwise would result in absurdity because the hiring of non-teaching personnel is but a
necessary consequence to the maintenance, operation and organization of the extension classes.

Contrary to the position of the COA, JC No. 01-B did not restrict the disbursement of the SEF for the payment of
the salaries and allowances only of teaching personnel hired to handle extension classes. A plain reading of JC
No. 01-B will show that it merely clarified JC No. 01-A by including among the priority items chargeable to SEF
the payment of salaries and allowances of teachers hired to handle new classes as extensions of existing public
elementary or secondary schools. Moreover, JC No. 01-B did not supersede or amend the broad provision of JC
No. 01 which made the expenses for the operation and maintenance of public schools, including the organization
of extension classes chargeable against the SEF. Thus, it stands to reason that the joint circulars encompass the
payment of the salaries and allowances of both the teaching and non-teaching personnel hired to handle extension
classes.

The Court also cannot agree with the asseveration of the COA that this Court had already explicitly ruled in COA
v. Province of Cebu that only salaries of public school teachers who handle extension classes are chargeable
against the SEF, thereby impliedly suggesting that allowances/honoraria of non-teaching personnel cannot be
taken from the SEF. First, the issues raised in the said case were confined only to whether the salaries and
personnel-related benefits of public school teachers appointed by the local chief executives in connection with the
establishment and maintenance of extension classes, as well as the expenses for college scholarship grants may be
charged to the SEF of the local government unit concerned.[39] The question of whether the allowances/honoraria
of non-teaching personnel that were hired in connection with the establishment of these additional classes was
never passed upon. Second, the clarification made by the Court in the said case where it stated:

Indeed, the operation and maintenance of public schools is lodged principally with the DECS. This is the
reason why only salaries of public school teachers appointed in connection with the establishment and
maintenance of extension classes, inter alia, pertain to the supplementary budget of the local school boards.
Thus, it should be made clear that not every kind of personnel-related benefits of public school teachers may

BATAS.org - Philippine Law Library G.R. No. 227926. March 10, 2020

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 9 of 18

Study hands-free: podcast-style lessons with read-along highlighting - batas.org



be charged to the SEF. The SEF may be expended only for the salaries and personnel-related benefits of
teachers appointed by the local school board in connection with the establishment and maintenance of
extension classes.[40]

should not be taken to mean that the allowances/honoraria of non-teaching are not chargeable against the SEF
because, as earlier pointed out, the allowances/honoraria of non-teaching personnel was not the issue in the said
case.

In summary, we find that a reversal of the COA Decision and Resolution is in Order as petitioner, through its
approving officers, is not liable to refund the same. Actual services were rendered by the concerned recipients,
teaching and non-teaching personnel alike, and no bad faith may be imputed on the approving officers.

WHEREFORE, premises considered, the petition is GRANTED. The assailed Decision No. 2014-454 dated
December 29, 2014 and the Resolution docketed as Decision No. 2016-268 dated September 26, 2016 are
REVERSED and SET ASIDE. The Notice of Disallowance No. 2011-200-010(08) which found Nora Carino,
Lizerna Molave, Ma. Teresa Genova, Rubi Estefani and Susan Laquindanum liable to refund the disallowed
amount is DISMISSED.

SO ORDERED.

Peralta, C. J., Perlas-Bernabe, Caguioa, A. Reyes, Jr., Gesmundo, Hernando, Carandang, Lazaro-Javier, Inting,
Zalameda, Lopez, Delos Santos, and Gaerlan, JJ., concur.
Leonen, J., See separate concurring opinion.
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LEONEN, J.:

I concur in the result. While the ponente eruditely discussed the ultimate issue of liability for refunding the
disallowed disbursements, this Court should take this opportunity to clarify the nature of local autonomy and the
allowable scope of Executive supervision over local government units.

The grant of local autonomy is Constitutionally mandated and allows local government units to make independent
administrative determinations subject only to the Executive branch's general supervision. Thus, any regulations
imposed on the exercise of local autonomy should not, in any way, amount to control.

Here, petitioner province of Camarines Sur questioned the Commission on Audit's disallowance of the honoraria
and allowances paid by the provincial government to teaching and non-teaching personnel assigned to extension
classes from July 2008 to October 2008. As basis for the disallowance, the Commission on Audit cited petitioner's
failure to comply with the joint circulars issued by the Department of Education, Culture and Sports (now the
"Department of Education"), the Department of Budget and Management, and the Department of the Interior and
Local Government pursuant to their administrative rule-making powers.[1] These joint circulars imposed several
prerequisites for the establishment of extension classes, particularly: (1) the prior recommendation of the
Department of Education; Culture and Sports Regional Director; (2) the approval of the proposed extension
classes issued by the Department of Education, Culture and Sports Secretary; and (3) the certification by the
Division Superintendent that extension classes were necessary and urgent.[2]

The joint circulars cited by the Commission on Audit impose conditions that contradict the concept of local
autonomy, amounting to an exercise of control by the issuing agencies.

I

Article X, Section 2 of the 1987 Constitution specifically provides for the grant of local autonomy to "territorial
and political subdivisions." Mandanas v. Ochoa, Jr.[3] discussed the scope of this local autonomy.

The constitutional mandate to ensure local autonomy refers to decentralization. In its broad or general sense,
decentralization has two forms in the Philippine setting, namely: the decentralization of power and the
decentralization of administration. The decentralization of power involves the abdication of political power in
favor of the autonomous LGUs as to grant them the freedom to chart their own destinies and to shape their
futures with minimum intervention from the central government. This amounts to self-immolation because the
autonomous LGUs thereby become accountable not to the central authorities but to their constituencies. On the
other hand, the decentralization of administration occurs when the central government delegates administrative
powers to the LGUs as the means of broadening the base of governmental powers and of making the LGUs
more responsive and accountable in the process, and thereby ensure their fullest development as self-reliant
communities and more effective partners in the pursuit of the goals of national development and social
progress. This form of decentralization further relieves the central government of the burden of managing local
affairs so that it can concentrate on national concerns.[4] (Citations omitted, emphasis supplied)

Likewise, Pimentel, Jr. v. Aguirre[5] clarified the reason for granting local autonomy, and qualified that this grant
should remain bounded by national policy objectives.

Under the Philippine concept of local autonomy, the national government has not completely relinquished all
its powers over local governments, including autonomous regions. Only administrative powers over local
affairs are delegated to political subdivisions. The purpose of the delegation is to make governance more
directly responsive and effective at the local levels. In turn, economic, political and social development at the
smaller political units are expected to propel social and economic growth and development. But to enable the
country to develop as a whole, the programs and policies effected locally must be integrated and coordinated
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towards a common national goal. Thus, policy-setting for the entire country still lies in the President and
Congress. As we stated in Magtajas v. Pryce Properties Corp., Inc., municipal governments are still agents of
the national government.[6] (Citations omitted; Emphasis supplied)

Thus, the Constitutional grant of local autonomy "does not make local governments sovereign within the
state[,]"[7] but reiterates the interdependence between central and local government agencies.[8] But while
regulations may validly be imposed on the exercise of local autonomy, such regulations are ultimately geared
toward enhancing self-governance.[9] Consequently, the devolution of administrative powers and functions
inherent in local autonomy should not be rendered inutile by the need to seek prior approval from central
government agencies. Rather, an autonomous local government should be able to promptly address matters in the
exigencies of public service without undue restriction.

Article X, Section 4 of the Constitution clarifies the scope of restrictions imposable by the Executive branch upon
a local government unit.

SECTION 4. The President of the Philippines shall exercise general supervision over local governments.
Provinces with respect to component cities and municipalities, and cities and municipalities with respect to
component barangays shall ensure that the acts of their component units are within the scope of their
prescribed powers and functions. (Emphasis supplied)

Pimentel v. Aguirre[10] further delineated the scope of Executive Supervision over local government units as
exclusive of control or the power to restrain local government action.

This provision has been interpreted to exclude the power of control. In Mondano v. Silvosa, the Court
contrasted the President's power of supervision over local government officials with that of his power of
control over executive officials of the national government. It was emphasized that the two terms—control and
supervision—differed in meaning and extent. The Court distinguished them as follows:
... In administrative law, supervision means overseeing or the power or authority of an officer to see that
subordinate officers perform their duties. If the latter fail or neglect to fulfill them, the former may take such
action or step as prescribed by law to make them perform their duties. Control, on the other hand, means the
power of an officer to alter or modify or nullify or set aside what a subordinate Officer ha[s] done in the
performance of his duties and to substitute the judgment of the former for that of the latter.

In Taule v. Santos, we further stated that the Chief Executive wielded no more authority than that of checking
whether local governments or their officials were performing their duties as provided by the fundamental law and
by statutes. He cannot interfere with local governments, so long as they act within the scope of their authority.
"Supervisory power, when contrasted with control, is the power of mere oversight over an inferior body; it does
not include any restraining authority over such body," we said.[11] (Citations omitted; Emphasis supplied)

Hence, executive supervision over local government units should not result in central agencies substituting the
findings of a local government unit with their own. The same case of Pimentel provides that "[t]he purpose of the
delegation [of administrative powers to local government units] is to make governance more directly responsive
and effective at local levels."[12]

Limbona v. Mangelin[13] also discussed that the grant of local autonomy "relieves the central government of the
burden of managing local affairs and enables it to concentrate on national concerns."[14] Thus, if the
Constitutional guarantee of local autonomy is to be given effect, it should amount to effective authority for local
government units to decide matters concerning local affairs. While this autonomy is not absolute, the criteria
limiting its exercise must be reasonable and should not give central government agencies the power to restrict the
actions of a local government unit, or to substitute it with their own.
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II

Local autonomy should give local government units sufficient discretion to act on matters of local importance,
without undue interference from central government agencies. This is intrinsic in the Constitution's qualification
that executive interference is limited to general supervision, as opposed to control, over local government units.

Villafuerte v. Robredo,[15] which concerns the legality of the issuances promulgated by the Department of the
Interior and Local Government, provides useful guidance on where to draw the line between an administrative
issuance which is supervisory in nature, and one which amounts to an exercise of control by executive fiat. There,
the questioned issuances required local government units to publicly disclose budget, finance, and contract
information for projects awarded through public bidding. These requirements were imposed because the
Commission on Audit found that a substantial portion of local development funds were not actually being used for
development projects.

A reading of MC No. 2010-138 shows that it is a mere reiteration of an existing provision in the LGC. It was
plainly intended to remind LGUs to faithfully observe the directive stated in Section 287 of the LGC to utilize
the 20% portion of the IRA for development projects. It was, at best, an advisory to LGUs to examine
themselves if they have been complying with the law. It must be recalled that the assailed circular was issued
in response to the report of the COA that a substantial portion of the 20% development fund of some LGUs
was not actually utilized for development projects but was diverted to expenses more properly categorized as
MOOE, in violation of Section 287 of the LGC. This intention was highlighted in the very first paragraph of
MC No. 2010-138, which reads:
Section 287 of the Local Government Code mandates every local government to appropriate in its annual
budget no less than 20% of its annual revenue allotment for development projects. In common understanding,
development means the realization of desirable social, economic and environmental outcomes essential in the
attainment of the constitutional objective of a desired quality of life for all. (Underscoring in the original)

That the term development was characterized as the "realization of desirable social, economic and environmental
outcome" does not operate as a restriction of the term so as to exclude some other activities that may bring about
the same result. The definition was a plain characterization of the concept of development as it is commonly
understood. The statement of a general definition was only necessary to illustrate among LGUs the nature of
expenses that are properly chargeable against the development fund component of the IRA. It is expected to guide
them and aid them in rethinking their ways so that they may be able to rectify lapses in judgment, should there be
any, or it may simply stand as a reaffirmation of an already proper administration of expenses.

The same clarification may be said of the enumeration of expenses in MC No. 2010-138. To begin with, it is
erroneous to call them exclusions because such a term signifies compulsory disallowance of a particular item or
activity[.][16] (Citations omitted; Emphasis and underscoring supplied)

In Villafuerte, the assailed circulars were not deemed violations of local autonomy because they operated as mere
guidelines for local government action. The requirements did not restrict or "compulsorily disallow" local
government action.

This Court further discussed that despite executive supervision being seemingly paradoxical to the guarantee of
local autonomy,[17] valid supervision should still allow local governments the "liberty to map out their respective
development plans solely on the basis of their own judgment[.]"[18]

Contrary to the petitioners' posturing, however, the enumeration was not meant to restrict the discretion of the
LGUs in the utilization of their funds. It was meant to enlighten LGUs as to the nature of the development fund
by delineating it from other types of expenses. It was incorporated in the assailed circular in order to guide
them in the proper disposition of the IRA and avert further misuse of the fund by citing current practices which
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seemed to be incompatible with the purpose of the fund. Even then, LGUs remain at liberty to map out their
respective development plans solely on the basis of their own judgment and utilize their IRAs accordingly,
with the only restriction that 20% thereof be expended for development projects. They may even spend their
IRAs for some of the enumerated items should they partake of indirect costs of undertaking development
projects. In such case, however, the concerned LGU must ascertain that applicable rules and regulations on
budgetary allocation have been observed lest it be inviting an administrative probe.[19] (Citations omitted;
Emphasis and underscoring supplied)

While the requirements imposed by administrative issuances may not have been intended to supplant local
government judgment, the issue of whether supervision has lapsed into control should not be a question of intent
but of effect. The ponencia recognized a valid issue regarding the validity of Joint Circular No. 01-A, but opted to
forego a ruling thereon based on procedural grounds.[20] However, a perusal of the questioned circular reveals
that it effectively prohibits the provincial government from holding or creating extension classes without prior
approval and recommendation by the concerned central government agencies. In fact, the Commission on Audit
disallowed the disbursements precisely because certain approvals from central government agencies were not
procured.[21]

Thus, these requirements are more than mere guidelines. They effectively control local government action
because they allow central government agencies to override the findings made by local government units as to the
urgency, need, and propriety of holding extension classes. Being in the best position to determine these matters,
the local government units should have been left with this decision.

While both the Local Government Code and Republic Act No. 5447 provide that the Local School Boards'
discretion in using the Special Education Fund is not absolute,[22] the criteria to be imposed upon Local School
Boards should still be consistent with the greater purpose of administrative decentralization. The approval
requirements in Joint Circular No. 01-A should not be allowed to effectively hamstring local government
operations. Joint Circular No. 01-A imposes undue restrictions on a local government unit's ability to act on its
own findings. This takes the initiative away from local government units and negates the alacrity and
responsiveness which it would have had under a more permissive view of local autonomy.

Not only does Joint Circular No. 01-A run contrary to the purpose for which the Special Education Fund was
created, it also contradicts the very purpose of local autonomy. It essentially denies local authorities the capacity
to promptly and effectively address the exigencies of service.

III

Notwithstanding my concurrence with absolving the provincial government from refunding the disallowed
disbursements, I must point out this Court's pronouncement in Rotoras v. Commission on Audit.[23]

The defense of good faith is, therefore, no longer available to members of governing boards and officials who
have approved the disallowed allowance or benefit. Neither would the defense be available to the rank and file
should the allowance or benefit be the subject of collective negotiation agreement negotiations. Furthermore,
the rank and file's obligation to return shall be limited only to what they have actually received. They may,
subject to Commission on Audit approval, agree to the terms of payment for the return of the disallowed funds.
For the approving board members or officers, however, the nature of the obligation to return—whether it be
solidary or not—depends on the circumstances.[24] (Citations omitted, emphasis supplied)

Rotoras discussed the liability of members of the approving board to reimburse the amounts they disbursed, and
subsequently received, after such disbursements were disallowed by the Commission on Audit. There, this Court
did away with the defense of good faith and ordered the approving authorities to reimburse the amounts they
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received pursuant to the State's policy against unjust enrichment.

Nonetheless, there have been instances when, regardless of the alleged good or bad faith of the responsible
officers and recipients, this Court ordered the refund of the amounts received. Applying the rule against unjust
enrichment, it required public officers to return the disallowed benefits, considering them as trustees of funds
which they should return to the government....

....

The rule against unjust enrichment, along with the treatment of recipients of disallowed benefits as trustees in
favor of government, was applied in the recent case of Dubongco v. Commission on Audit. There, this Court
declined to ascribe good or bad faith to the recipients of the disallowed collective negotiation agreement
incentive. It found that since they had no valid claim to the benefits, they cannot be allowed to retain them,
notwithstanding the absence of fraud in their receipt:
Every person who, through an act of performance by another, or any other means, acquires or comes into
possession of something at the expense of the latter without just or legal ground, shall return the same to him.
Unjust enrichment refers to the result or effect of failure to make remuneration of, or for property or benefits
received under circumstances that give rise to legal or equitable obligation to account for them. To be entitled
to remuneration, one must confer benefit by mistake, fraud, coercion, or request. Unjust enrichment is not itself
a theory of reconveyance. Rather, it is a prerequisite for the enforcement of the doctrine of restitution. Thus,
there is unjust enrichment when a person unjustly retains a benefit to the loss of another, or when a person
retains money or property of another against the fundamental principles of justice, equity and good conscience.
The principle of unjust enrichment requires two conditions: (1) that a person is benefited without a valid basis
or justification; and (2) that such benefit is derived at the expense of another. Conversely, there is no unjust
enrichment when the person who will benefit has a valid claim to such benefit.[25] (Citations omitted,
emphasis supplied)

Thus, the issue of good faith in the release of disallowed disbursements is no longer relevant to the liability for
reimbursement.

ACCORDINGLY, I vote to grant the petition.
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