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D E C I S I O N

PERLAS-BERNABE, J.:

Assailed in this petition for certiorari[1] under Rule 64 in relation to Rule 65 of the
Rules of Court are the Decision[2] dated December 21, 2012 and the Resolution[3]

dated March 13, 2014 rendered by the Commission on Audit (COA) En Banc, which
upheld Notices of Disallowance (ND) Nos. 2009-001-101-(08) and 2009-002-101-
(09) both dated March 6, 2009 in the amounts of P9,230,434.20 and
P19,933,510.00 as 2008 and 2009 Collective Negotiation Agreement (CNA)
Incentives, respectively, paid to the rank-and-file employees of the local government
unit (LGU) of Tayabas, Quezon.




The Facts



On November 13, 2007[4] and February 4, 2008,[5] the LGU of Tayabas, Quezon
entered into CNAs with the Unyon ng mga Kawani ng Pamahalaang Lokal ng
Tayabas (UNGKAT),[6] an employees' organization of the LGU of Tayabas, Quezon
duly registered with the Department of Labor and Employment (DOLE) and the Civil
Service Commission (CSC), per Certificate of Registration No. 827[7] dated June 14,
2001, which conferred upon it "the right to be certified" as the sole representative of
the LGU of Tayabas, Quezon's rank-and-file employees.[8]




Thereafter, or on February 11, 2008, the local Sanggunian, whose members include
herein petitioners Venerando R. Rea, Luzviminda B. Cuadra, Maria Cielito V. Zeta,
Estelito M. Querubin, and Lyka Monika J. Oabel,[9] (local Sanggunian members)
passed City Ordinance No. 08-03[10] appropriating the amount of
P9,230,434.49 for the payment of the 2008 CNA Incentive to the rank-and-file
employees of Tayabas, Quezon to be sourced from the LGU's Maintenance and Other
Operating Expenses (MOOE) savings for 2007.[11] However, for failure to submit the
required documents, the Office of the Auditor of COA, Province of Quezon (Office of
the Auditor) issued Notice of Suspension (NS) No. 2008-001-101(08)[12]

dated December 17, 2008, anchored on the non-registration of the CNA with the
CSC and the absence of cost-cutting measures therein.[13]




Disputing the suspension, petitioner Faustino A. Silang (Silang), City Mayor of
Tayabas, Quezon, through a letter[14] dated February 9, 2009, submitted the
letter[15] dated January 28, 2009 of then UNGKAT President petitioner Enrico T.
Nanez (Nanez).[16] In the letter, Nanez argued that the non-registration of the CNA
with the CSC was not a bar to the payment of the 2008 CNA Incentive and that the



cost-cutting measures were provided in the Minutes of the Meeting dated September
26, 2007, prior to the CNA-signing on November 13, 2007.[17] However, the Office
of the Auditor maintained that: (a) prior registration of the CNA with the CSC; (b)
accreditation by CSC of UNGKAT as the sole and exclusive negotiating agent of the
LGU concerned, and (c) the identification of cost-cutting measures in the CNA itself
are indispensable requisites for the validity of payment of the 2008 CNA Incentive.
[18] Consequently, the Office of the Auditor issued Notice of Disallowance (ND)
No. 2009-001-101-(08)[19] dated March 6, 2009 disallowing the amount of
P9,230,434.20 representing the 2008 CNA Incentive paid to 156 rank-and-file
employees of the LGU of Tayabas, Quezon.[20]

Meanwhile, on February 11, 2009, the local Sanggunian passed Ordinance No. 09-
01[21] appropriating the amount of P39,867,161.00 for the payment of the 2009
CNA Incentive to be sourced from the LGU's MOOE savings for 2008.[22] As the
2009 CNA Incentive was suffering from the same infirmities as the 2008 CNA
Incentive, among them, the fact that UNGKAT was not accredited by CSC at the
time of the execution of the CNA, the Office of the Auditor issued ND No. 2009-
002-101-(09)[23] dated March 6, 2009 disallowing the amount of
P19,933,510.00 representing the 2009 CNA Incentive.[24]

Aggrieved, the LGU of Tayabas, Quezon, as represented by Silang, appealed[25] the
NDs to the Regional Director, COA Regional Office No. IV.[26]

The Ruling of the COA Regional Director

In a Decision[27] dated November 9, 2010, the COA Regional Director (RD) denied
the appeal and sustained the assailed NDs on the grounds, among others, that
UNGKAT was not accredited with the CSC at the time of the signing of the CNAs,[28]

and non-compliance with the requirement that the savings from which the payment
of the 2008 and 2009 CNA Incentives are to be sourced must be reckoned from the
date of the signing of the CNAs.[29] The COA RD found that while UNGKAT was
registered with DOLE and CSC as of June 14, 2001, such registration did not confer
upon it the right to negotiate with management on behalf of its members.[30]

Certificate of Registration No. 827 merely conferred upon it the "right to be certified,
subject to the conditions prescribed in [Executive Order No. 180] and Implementing
Rules, as the sole representative of the rank-and-file employees to negotiate for
them."[31] This simply means that after registration, UNGKAT may seek
accreditation as the sole negotiating representative of the LGU personnel. As
UNGKAT was not accredited with the CSC at the time of the signing of the CNA, as in
fact it was only accredited with the CSC on January 14, 2009 under CSC Resolution
No. 090087,[32] the COA RD concluded that the 2008 and 2009 CNA Incentives
were properly disallowed in view of the requirement under Item No. 5.1 of the
Department of Budget and Management (DBM) Budget Circular No. 2006-01,[33]

which provides:

5.0 Policy Guidelines





5.1 The CNA Incentive in the form of cash may be granted to
employees covered by this Circular, if provided for in the CNAs
or in the supplements thereto, executed between the
representatives of management and the employees'
organization accredited by the CSC as the sole and
exclusive negotiating agent for the purpose of collective
negotiations with the management of an organizational unit
listed in Annex "A" of PSLMC Resolution No. 01, s. 2002 and
as updated.

Moreover, Item 7.0 of the same DBM Circular states: 



7.0 Funding Source



7.1 The CNA Incentive shall be sourced solely from savings
from released [MOOE] allotments for the year under review,
still valid for obligation during the year of payment of the CNA,
subject to the following conditions:



7.1.1 Such sa'vings were generated out of the cost-
cutting measures identified in the CNAs and
supplements thereto;




7.1.2 Such savings shall be reckoned from the date
of signing of the CNA and supplements thereto;



x x x x




Further, as the first CNA in this case was signed only on November 13, 2007, the
computation of the amount of the actual MOOE savings should commence only from
that date. Since the MOOE savings to be used for the 2008 CNA Incentive
amounting to P11,538,043.12[34] was saved from September 2007 to December
2007, the said CNA Incentive cannot therefore be allowed, in violation of Item No.
7.1.2 as above-quoted.




Dissatisfied, the LGU of Tayabas, Quezon, as represented by Silang, elevated[35] the
case to the COA En Banc, which resolved the issue of the legality of the CNA
Incentives.




The Ruling of the COA En Banc



In a Decision[36] dated December 21, 2012, the COA En Banc affirmed the RD
November 9, 2010 Decision disallowing the payments for the 2008 and 2009 CNA
Incentives. It echoed the RD's finding that at the time of the execution of the CNA,
UNGKAT had no CSC accreditation as required in DBM Budget Circular No. 2006-01,
as in fact, it was accredited with the CSC only on January 14, 2009.[37] With regard
to the reckoning date and computation of savings from which the 2008 CNA
Incentive may be sourced, since the same was computed from September 2007, or
two (2) months before the first CNA was signed on November 13, 2007, the same
cannot be allowed, as the said DBM Circular requires that the savings be reckoned



from the date of the signing of the CNA.[38]

The LGU of Tayabas, Quezon's motion for reconsideration was denied by the COA En
Banc in the Resolution[39] dated March 13, 2014; hence, this petition.

The Issues Before the Court

The issues advanced for the Court's resolution are whether or not the COA En Banc
committed grave abuse of discretion when it: (a) affirmed the disallowance of the
2008 and 2009 CNA Incentives on the ground that UNGKAT was not accredited with
the CSC; (b) ruled that the LGU of Tayabas, Quezon's savings, to be considered as
CNA Incentives, shall be reckoned from the date of signing of the CNAs; and (c)
failed to consider good faith on the part of the management and the union in the
granting of the 2008 and 2009 CNA Incentives.

The Court's Ruling

The petition is partly meritorious.

Item No. 5.1 of DBM Budget Circular No. 2006-01 clearly requires accreditation with
the CSC for the purpose of collective negotiations prior to the grant of CNA
Incentives, to wit:

5.0 Policy Guidelines



5.1 The CNA Incentive in the form of cash may be granted to
employees covered by this Circular, if provided for in the CNAs
or in the supplements thereto, executed between the
representatives of management and the employees'
organization accredited by the CSC as the sole and
exclusive negotiating agent for the purpose of collective
negotiations with the management of an organizational unit
listed in Annex "A" of PSLMC Resolution No. 01, s. 2002 and
as updated.

In this case, records show that UNGKAT, the rank-and-file employees' organization
of the LGU of Tayabas, Quezon, had no CSC accreditation when the CNAs were
executed on November 13, 2007 and February 4, 2008. In fact, it was accredited
with the CSC only on January 14, 2009, as evidenced by CSC Resolution No.
090087[40] of even date, which states, inter alia:




NOW, THEREFORE, the Commission hereby resolves to accredit the
Unyon ng mga Kawani ng Pamahalaang Lokal ng Tayabas
(UNGKAT). Accordingly, it is declared as the sole and exclusive
representative of the rank-and-file employees of the City Government of
Tayabas, City Hall, Tayabas City, Quezon for purposes of collective
negotiations with management on terms and conditions of employment
not fixed by law.[41]


