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AN ORDINANCE AUTHORIZING THE GRANT OF MEDICAL ALLOWANCE TO
EMPLOYEE OF THE CITY GOVERNMENT OF NAGA IN THE AMOUNT OF
P7,000.00 AND ITS RELEASE IN CASH TO THOSE WHO WILL AVAIL OF THEIR
OWN HMO-TYPE BENEFIT OR PAY/RENEW THEIR EXISTING ONES.

Author: Hon. FRANCISCO M. MENDOZA
Explanatory Note

Executive Order No. 64 “Updating the Salary Schedule for Civilian Government
Personnel and Authorizing the Grant of an Additional Allowance, and for other purposes™
kicked off the current round of salary standardization. Included in the Executive Order is the
grant of medical allowance not exceeding P7,000.00 to each qualified employee as a subsidy
for the availment of Health Management Organization (HMO) services.

The Department of Budget and Management subsequently issued Budget Circular No.
2024-6 or the “Rules and Regulations on the Grant of Medical Allowance to Civilian
Government Personnel” laying down the guidelines for its grant.

Certain provisions of BC No. 2024-6 are worth emphasizing, namely:
1. Section 10.0 on the medical allowance for LGU officials and employees:
The grant of the Medical Allowance to employees in LGUs, including those in the
barangays, shall be determined by their respective Sanggunian depending on the
LGU's financial capability, at a uniform rate not exceeding Seven Thousand
Pesos (P7,000) each per annum.... (emphasis supplied)
Determination of the amount resides exclusively with the Sangguniang
Panlungsod, thus the necessity of this Ordinance. And the amount to be given
should be the same for everyone. If one receives P7,000.00 in cash, everybody
else should get P7,000.00, or its equivalent worth in HMO services.
2. Section 7.1.2 on the forms of the medical allowance:
7.1 The Medical Allowance may be granted in the following forms:
7.1.1 In the form of HMO-type product coverage, which could be availed by
either (i) government agencies concerned or (ii) their respective
employees’ organizations/groups.
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7/1.2 In cash form for those who will (i) avail their own or (ii) pay/renew
their existing HMO-type benefit. (emphasis supplied)
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The rule allows two forms: (1) actual HMO coverage, or (2) cash form.

The first form (7.1.1) is thru “HMO-type product coverage.” Under this option
employees will not receive cash but instead the actual HMO plan to be purchased
for them by the city government or by the Naga City Local Government Unit
Employees Alliance (NACILGUEA).

This provision must be read in conjunction with the rule on uniformity, i.e., that
all employees should receive the same amount of medical allowance. Given that,
the HMO group plan should equal to, or be very close to, P7,000.00. A substantial
difference would transgress the uniform-amount rule.

The second form is in cash, which is for employees who opt (or choose) to get or
renew their own HMO plan. Points to emphasize here are:

» That the medical allowance should be released to the employee even
before he/she purchases an HMO plan. This is clear from the future tense
of the phrase ... who will (i) avail their own...” It admits to no other
interpretation, i.e., release the medical allowance to the employee first,
employee buys the HMO plan next. A reverse interpretation (buy HMO
plan first, get the medical allowance later) contradicts the prospective
wording and intent of the rule.

* The amount to be released in advance to employees who choose to get
their own plan or renew their existing plan is the full amount of the
medical allowance in cash, subject to liquidation thru any of the
acceptable proofs of HMO enrolment.

3. Section 7.3 says: |

In cases where the HMO-type product availed of is below the rate of the P7,000 |
Medical Allowance, the government employee shall not be obligated to refund the |
excess amount to the government. (emphasis supplied)

Again, this rule contemplates the release of the medical allowance ahead of its
purchase. One cannot refund money he did not receive earlier. Thus, this will
apply to those who will buy or renew their own HMO plans as they are the only
ones entitled to receive the medical allowance in cash.

What is more important though is that if the cost of the employee’s HMO plan is
lower than the medical allowance granted, the employee shall no longer be
obligated to refund or return the difference to the city government.

Note that under a group plan, refund is impossible as instead of cash, the
employee gets an HMO plan, there is no cash the employee needs to return to the

government,

4. The second paragraph of Section 10.1 states:



The grant of the Medical Allowance shall be authorized through an appropriation
ordinance to be enacted by the Sangguniang Panlalawigan/Panlungsod Bayan/
concerned....

While there is already an appropriation in the 2026 Annual Budget for Medical
Allowance and it was apparently computed at the rate of P7,000.00 per employee,
no express mention was made as to the amount of the allowance. The same
cannot be implied from the amount appropriated, there must be a positive
Sanggunian action fixing the same. Thus this Ordinance.

BE IT ORDAINED by the Sangguniang Panlungsod of the City of Naga, in session
assembled, that:

SECTION 1. Amount of Medical Allowance. The amount of medical allowance is
herein fixed at a uniform rate of P7,000.00 per employee.

SECTION 2. Cash Release to Employees Who Opt to Get, or Renew Their Own,
HMO Provider. The medical allowance shall be released in advance, in full, and in cash, to
those who opt or choose to avail of their own HMO-type service or otherwise pay/renew their
existing HMO service.

To minimize transaction volume, heads of departments and offices shall determine
within one month from the effectivity of this Ordinance, and not later than January 31 in the
succeeding years, who among their employees will get their own HMO plan. The head shall
then cause the preparation of the corresponding payroll attaching the Undertaking required
under Section 5 hereof.

SECTION 3. No obligation to Refund Excess. In cases where the HMO-type
product availed by an employee who choose to buy or renew his/her own HMO plan is below
P7,000.00, the employee shall not be obligated to refund the excess amount to the city

government. ﬂ(

SECTION 4. Group coverage. Employees who choose the convenience of group
coverage shall inform their office or department head of such intent who shall then submit
their names to the concerned city government unit, or to the Naga City Local Government
Unit Employees Alliance (NACILGUEA), whichever is tasked to perform the group
purchase. The selection of the HMO service provider shall be thru a competitive and
transparent process.

SECTION 5. Undertaking. Employees shall sign an undertaking, either jointly, or
individually, committing to submit proof of enrolment with an HMO service provider within
one month from receipt of the medical allowance. Such undertaking shall be a supporting
document to the payroll or voucher releasing the medical allowance.

SECTION 6. Release of the Medical Allowance. The medical allowance for the
current year shall be released not later than June 30, 2026, succeeding years shall be released
not later than March 31. It shall pay for HMO services that will cover the year of release, in
whole, or in part.



SECTION 7. Liquidation. The Accounting Office, with approval of the City
Mayor, shall issue a Memorandum detailing the manner of liquidating the release of the

medical allowance taking into account the admissible proofs of enrolment stated under
Section 8 hereof.

Failure by an employee to liquidate his/her medical allowance this year shall result in
the deduction of the full amount of the medical allowance from his/her year-end bonus. For
the succeeding years, the deduction shall be made on the mid-year bonus.

SECTION 8. Proof of enrolment. The following are acceptable proofs of HMO
enrolment:
Certified copy of the HMO Agreement
Identification card issued by the HMO service provider
Certification of membership issued by the HMO provider

Official Receipt for the payment of membership fee for the HMO product
acquired
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Any two of the above documents issued by the HMO in the name of the employee, or

in the name of the organization representing the employees in a group plan, shall suffice as
proofs of enrollment.

SECTION 9. Application of Budget Circular No. 2024-6. Budget Circular No.
2024-6 of the Department of Budget and Management shall be read and implemented
together with this Ordinance.

SECTION 10. Adoption by Barangays. This ordinance may be adopted by
Barangays for purposes of granting their own medical allowance, the exact amount of which

shall be subject to their own judicious and prudent determination so as not to compromise
service delivery.

SECTION 11. Funding, The Medical Allowance authorized under this Ordinance
shall be charged against the account “Other Personnel Benefits — Medical Allowance”
appropriated under the Personal Services budget of the different departments and offices of

the city government. ﬂ

SECTION 12. Separability Clause. — If any part or provision of this Ordinance is
declared unconstitutional or invalid by a court of competent jurisdiction, the other provisions

not affected thereby shall remain in full force and effect.

SECTION 13. Repealing Clause. — All ordinances, resolutions, executive orders, or
rules and regulations inconsistent with the provisions of this Ordinance are hereby repealed
or modified accordingly.

SECTION 14. Effectivity. — This Ordinance shall take effect immediately upon its
approval.



