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EXPLANATORY NOTE

In 1989, R.A. 6715 amended PD 442, otherwise known as the Labor Code of the
Philippines, establishing the National Labor Relations Commission (NLRC) as a quasi-judicial
body exclusively tasked with adjudicating labor disputes. In the exercise of its quasi-judicial
functions, the NLRC generates income from the legal/service fees collected and interest
earnings on its deposits with the government authorized depository banks.

Thus, in the discharge of its functions and duties, the NLRC can generate its own funds
and resources not only to implement the benefits already granted to the Chairman,
Commissioners and Labor Arbiters pursuant to R.A. 9347 Consequently, the National
government will not anymore be burdened by providing recurring allocations for this purpose
in the annual General Appropriations Act since the funding can now be sourced from the legal/
service fees collected by and the interest earnings on deposits of the NLRC. This will also serve
as a welcome incentive for the NLRC to religiously collect the service fees from the party-
litigants.

It must be emphasized that this measure is primarily intended to implement the very
recent provision of R.A. 9347 which grants the NLRC Chairman, Commissioners and Labor
Arbiters not only parity in rank but equality in allowance and other benefits with that of the
Justices of the Court of Appeals and Judges of the Regional Trial Courts, respectively.
Unfortunately, there was no_specific funding source identified in R.A. 9347 for the
implementation of said allowances and other benefits, thus rendering it “a_dead-letter_

provision”.

In fact, as early as March 2, 1989 when the Labor Code was amended by R.A. 6715
the NLRC Chairman and Commissioners were already granted “the same allowance and
benefits as those of the Presiding Justice and Associate Justices of the Court of Appeals,
respectively”. However, for lack of funding provision therein, these benefits due the said
NLRC officials remained unimplemented for the last Seventeen (17) years!

This same budgetary problem was previously faced by the Judiciary when Presidential
Decree No. 1949 was promulgated on July 18, 1984, “Establishing A Judiciary Development
Fund’ (JDF) wherein the Justices of the Court of Appeals and the Regional Trial Court Judges
were granted special allowances but without providing for a specific funding source. It was



only on October 23, 2003 when Congress passed Republic Act 9227 whereby the “Special
Allowances” equivalent to one hundred percent (100%) of the basic salary of the CA Justices
and RTC Judges were finally allowed to be sourced from the legal fees collected by the courts.
The implementation of this law was also for a period of four (4) years.

More importantly, it must be pointed out that the creation of a “special Fund” is not
new in the Labor Code itself since under Article 277 (f), there was created/established “A
special Voluntary Arbitration Fund” administered by the National Conciliation and
Mediation Board (NCMB) with an annual allocation of P15Million beginning 1989 pursuant
to R.A. 6715. It must be emphasized that the NCMB is only handling an average of 600 cases
per year while the Labor Arbiters of the NLRC are handling no less than 37,000 cases per year.
Moreover importantly, the NCMB merely conduct “conciliation and mediation” of cases
involving the unionized sector. The NCMB “conciliator” does not render decisions on the
cases assigned to him. On the other hand, Labor Arbiters and the Commissioners “adjudicate,
hear and decide” all cases filed before them.

Clearly, there is a very significant difference between the existing NCMB Voluntary
Arbitration Fund and the proposed NLRC Development Fund in this Bill since the the
latter does not require any INITIAL funding allocation from the National government. It
is only when the fees collected by the NLRC for the last tranche on the Fourth (4™) Year of
implementation is insufficient that the remaining balance thereof shall be funded by the
National Government. Hence, the Fund sought to be established by this Bill is in fact self-
generating and self-sustaining.

Most significantly, the entitlement by the Commissioners and Labor Arbiters to their
Special Allowance was recognized by the Department of Budget and Management when the
Executive Department submitted to Congress the 2009 General Appropriations Bill wherein
the Special Provision on the “Use of Income” by the NLRC was already authorized as
follows:

“l. Use of Income: In addition to the amounts appropriated herein,
Ten Million Two Hundred Fifty Thousand Pesos (P10,250,000.00)
shall be charged against the Special Fund to be constituted from fees
collected by the National Labor Relations Commission (NLRC) for the
grant of special allowance to the Commissioners and Labor
Arbiters of the the NLRC pursuant to R.A. No. 9347, subject to a
Special Budget in accordance with Section 35, Chapter 5, Book VI of
E.O. No. 292.

Such special allowance shall be considered as an advanced
implementation of any salary increase as may be authorized by law, in
accordance with Section 4 of R.A. No. 9347 in relation with
Sections 2 and 6 of R.A. 9227” (underscoring supplied).

It must be further noted that in allowing the “Use of Income” to fund the special
allowance of the Chairman, Commissioners and Labor Arbiters, the 2009 GAA specifically



made reference to R.A. 9227 which grants special allowances to the CA Justices and RTC
Judges.

However, while the grant of Special Allowance is now included in the 2009 GAA, there
is still a need for a law to establish a Special Fund for the management of the Special
Allowance for the NLRC officials similar to the specific laws establishing a Special Fund for
following Offices/Agencies:

a) National Prosecution Service (NPS) and the Office of the Chief State
Counsel (OCSC) of the Department of Justice under R.A. 9279 enacted on
March 30, 2004;

b) Public Attorney’s Office (PAO) under R.A. 9406 enacted on March 23,
2007; and

¢) Office of the Solicitor General pursuant to R.A. 9417 enacted on March
30, 2007.

FAYSAH RPM DUMARPA
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AN ACT
ESTABLISHING A  NATIONAL LABOR RELATIONS COMMISSION
DEVELOPMENT FUND THEREBY AMENDING FOR THE PURPOSE ARTICLE 277
OF PD 442, AS AMENDED, OTHERWISE KNOWN AS THE LABOR CODE OF THE
PHILIPPINES.

Be it enacted by the Senate and the House of Representatives of the Philippines in
Congress assembled:

SECTION 1. Article 277 of P.D. 442, as amended, otherwise known as the Labor
Code of the Philippines, is hereby further amended by adding paragraph “(j)” therein to read as
follows:

“ART. 277. MISCELLANEOUS PROVISIONS. -

J) IT IS THE DECLARED POLICY OF THE STATE TO ENSURE THE
ADMINISTRATIVE INDEPENDENCE OF THE NATIONAL LABOR RELATIONS
COMMISSION AS A QUASI-JJUDICIAL BODY IN THE SPEEDY AND
IMPARTIAL ADMINISTRATION OF LABOR JUSTICE. FOR THIS PURPOSE,
THERE IS HEREBY ESTABLISHED A NATIONAL LABOR RELATIONS
DEVELOPMENT FUND , HEREINAFTER REFERRED TO AS THE FUND, TO
PROVIDE THE CHAIRMAN, COMMISSIONERS AND LABOR ARBITERS WITH
INCENTIVES COMMENSURATE TO THEIR POSITIONS AND FUNCTIONS.

THE CHAIRMAN, COMMISSIONERS AND LABOR ARBITERS SHALL
BE GRANTED SPECIAL ALLOWANCES AS PROVIDED FOR UNDER
REPUBLIC ACT NO. 9347, IN RELATION TO R.A. 910, AS AMENDED BY R.A.
9227, IN AN AMOUNT EQUIVALENT TO NOT MORE THAN ONE HUNDRED
PERCENT (100%) OF THE BASIC MONTHLY SALARY SPECIFIED FOR THEIR
RESPECTIVE SALARY GRADES UNDER REPUBLIC ACT NO. 6758, AS
AMENDED, OTHERWISE KNOWN AS THE SALARY STANDARDIZATION
LAW, TO BE IMPLEMENTED WITHIN A PERIOD OF FOUR (4) YEARS.



THE GRANT OF SPECIAL ALLOWANCES SHALL BE IMPLEMENTED
UNIFORMLY IN SUCH SUMS OR AMOUNTS EQUIVALENT TO TWENTY-FIVE
PERCENT (25%) OF THE BASIC SALARIES OF THE POSITIONS COVERED
HEREOF. SUBSEQUENT IMPLEMENTATION SHALL BE IN SUCH SUMS AND
AMOUNTS AND UP TO THE EXTENT ONLY THAT CAN BE SUPPORTED BY
THE FUNDING SOURCE SPECIFIED HEREIN.

THE AMOUNT NECESSARY TO IMPLEMENT THE ADDITIONAL
COMPENSATION IN THE FORM OF SPECIAL ALLOWANCES GRANTED
UNDER THIS ACT SHALL BE SOURCED FROM AND CHARGED AGAINST,
THE LEGAL FEES PRESCRIBED, IMPOSED AND COLLECTED BY THE NLRC
AS WELL AS FROM THE INCREASES IN CURRENT FEES AND NEW FEES
WHICH MAY BE IMPOSED AS WELL AS FROM THE INTERESTS ON
DEPOSITS BY THE SAID AGENCY.

IN THE EVENT THAT THE SAID AMOUNTS ARE INSUFFICIENT TO
COVER THE GRANT OF ALLOWANCES ON THE LAST YEAR OF
IMPLEMENTATION OF THIS ACT, THE NATIONAL GOVERNMENT SHALL
SUBSIDIZE THE SPECIAL ALLOWANCE GRANTED TO THE CHAIRMAN,
COMMISSIONERS AND LABOR ARBITERS IN AN AMOUNT NOT EXCEEDING
SEVENTY-TWO MILLION PESOS (P72,000,000.00) PER ANNUM.

FOR PURPOSES OF RETIREMENT, ONLY ALLOWANCES ACTUALLY
RECEIVED AND THE TRANCHE OR TRANCHES OF THE SPECIAL
ALLOWANCE ALREADY IMPLEMENTED AND RECEIVED PURSUANT TO
THIS ACT BY THE CHAIRMAN, COMMISSIONERS AND LABOR ARBITERS AS
AUTHORIZED UNDER EXISTING LAWS SHALL, AT THE DATE OF THEIR
RETIREMENT, BE INCLUDED IN THE COMPUTATION OF THEIR
RESPECTIVE FIVE (5) YEARS LUMPSUM RETIREMENT GRATUITY
PURSUANT TO R.A. 9347 IN RELATIONS TO R.A. 910, AS MENDED,
PROVIDED, HOWEVER, THAT THE RETIREE SHALL BE ENTITLED TO THE
TRANCHE OR TRANCHES OF THE SPECIAL ALLOWANCE NOT INCLUDED
IN THE COMPUTATION OF THE FIVE (5) YEARS LUMPSUM RETIREMENT
GRATUITY IF FUNDS THEREFOR ARE MADE AVAILABLE WITHIN FIVE (5)
YEARS FROM THE DATE OF HIS RETIREMENT; PROVIDED, FURTHER,
THAT WHEN A CHAIRMAN, COMMISSIONER OR LABOR ARBITER HAS
RETIRED AFTER THE EFFECTIVITY OF THIS ACT BUT THE FUNDS FOR THE
SPECIAL ALLOWANCE ARE NOT YET AVAILABLE AT THE TIME HE
RETIRED, THE RETIREE SHALL BE ENTITLED TO THE PAYMENT OF THE
SPECIAL ALLOWANCE IMPLEMENTED WITHIN THE PERIOD OF FIVE (5)
YEARS FROM THE DATE OF HIS RETIREMENT; PROVIDED, FINALLY, THAT
WHEN FUNDS FOR THE TRANCHE OR TRANCHES OF THE SPECIAL
AL.LOWANCE ARE MADE AVAILABLE AFTER FIVE (5) YEARS FROM THE
DATE OF HIS RETIREMENT, THE TRANCHE OR TRANCHES OF THE
SPECIAL ALLOWANCE NOT INCLUDED IN THE LUMPSUM RETIREMENT
GRATUITY SHALL FORM PART OF AND BE INCLUDED IN HIS RETIREMENT
PENSION.



UPON IMPLEMENTATION OF ANY SUBSEQUENT INCREASE IN THE
SALARY RATES PROVIDED UNDER REPUBLIC ACT NO. 6758, AS AMENDED,
ALL SPECIAL ALLOWANCES GRANTED UNDER THIS ACT TO THE
CHAIRMAN, COMMISSIONERS AND LABOR ARBITERS OF THE NLRC,
SHALL BE CONSIDERED AS AN IMPLEMENTATION OF THE SAID SALARY
INCREASES AS MAY BE PROVIDED BY LAW. THE SPECIAL ALLOWANCES
EQUIVALENT TO THE INCREASE IN THE BASIC SALARY AS MAY BE
PROVIDED BY LAW SHALL BE CONVERTED AS PART OF THE BASIC
SALARY: PROVIDED, THAT, ANY EXCESS IN THE AMOUNT OF SPECIAL
ALLOWANCE NOT CONVERTED AS PART OF THE BASIC SALARY SHALL
CONTINUE TO BE GRANTED AS SUCH. THE PORTION OF THE SPECIAL
ALLOWANCE WHICH HAS BEEN INTEGRATED INTO THE BASIC SALARY
WHENEVER THERE IS AN AUTHORIZED SALARY INCREASE SHALL BE
FUNDED FROM THE REGULAR APPROPRIATIONS OF THE NLRC.

THE NLRC CHAIRMAN SHALL ADMINISTER AND ALLOCATE THE
FUND AND SHALL HAVE THE EXCLUSIVE POWER AND DUTY TO APPROVE
AND AUTHORIZE THE DISBURSEMENTS AND EXPENDITURE OF THE FUND
IN ACCORDANCE WITH THE IMPLEMENTING RULES AND REGULATIONS
TO BE PROMULGATED BY THE COMMISSION EN BANC WITHIN THE
PARAMETERS SET FORTH IN THE IMMEDIATELY PRECEDING PARAGRAPH.

THE AMOUNTS ACCRUING TO THE FUND SHALL BE DEPOSITED IN A
SPECIAL TRUST FUND BY THE NLRC CHAIRMAN OR HIS DULY
AUTHORIZED REPRESENTATIVE, IN AN AUTHORIZED GOVERNMENT
DEPOSITORY BANK OR PRIVATE BANK OWNED OR CONTROLLED BY THE
GOVERNMENT. THE COMMISSION ON AUDIT, THROUGH THE AUDITOR OF
THE NLRC OR HIS DULY AUTHORIZED REPRESENTATIVE, SHALL
QUARTERLY AUDIT THE RECEIPTS, REVENUES, USES, DISBURSEMENTS
AND EXPENDITURES OF THE FUND, AND SUBMIT THE APPROPRIATE
REPORT IN WRITING TO THE CHAIRMAN OF THE COMMISSION ON AUDIT
AND TO THE CHAIRMAN OF THE NLRC, COPY FURNISHED THE MEMBERS
OF THE COMMISSION EN BANC.

THE NATIONAL LABOR RELATIONS COMMISSION (NLRC) AND THE
DEPARTMENT OF BUDGET AND MANAGEMENT (DBM) SHALL ISSUE THE
NECESSARY GUIDELINES FOR THE PROPER IMPLEMENTATION OF THIS
ACT IN RESPECT TO FUNDS COMING FROM THE NATIONAL TREASURY
WITHIN NINETY (90) DAYS FROM APPROVAL HEREOF.

SECTION 2. Repealing Clause. - All laws, decrees, executive or administrative
orders, rules and regulations, or parts thereof, inconsistent with this Law are hereby deemed
modified, amended or repealed.

SECTION 3. Separability Clause. - If any provision of this Act is declared to
invalid or unconstitutional, the provision not affected thereby shall continue to be in full force
and effect.



SECTION 4. Effectivity Clause. - This Act shall take effect fifteen (15) days
after its publication in the Official Gazette or in two (2) national newspapers of general
circulation, whichever comes first.

Approved.



