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THE PERFORMANCE CHALLENGE FUND (PCF) PROGRAM OF 

THE DEPARTMENT OF THE INTERIOR AND LOCAL 

GOVERNMENT (DILG) 

 

Established in 2010, PCF is a performance-based reform program of the 

DILG that seeks to encourage the convergence of local development 

initiatives with national development agenda and priorities. It is an 

incentive given to eligible LGUs under the Local Governance 

Performance Management Program (LGPMP) of the Department for 

local development projects identified as a priority by the LGU and 

reflected accordingly in their Annual Investment Program (AIP) 

and/or Local Development Investment Program (LDIP) and/or 

Provincial Development Investment Program (PDIP). 

 

The PCF program is anchored on the Philippine Development Plan 

(PDP) which articulates the development strategies and priorities of 

the national government. Thus, it also aims to achieve inclusive growth 

and sustained development to bolster economic growth and reduce 

poverty. It is acknowledged that good governance lies at the core of 

ensuring sustained growth and alignment of local priorities to the 

national priorities ï thus DILG puts premium on the promotion of 

effective and honest governance, particularly at the local level, 

through an intensive campaign on full disclosure of LGU performance, 

implementation of systems and policies to determine competence in 

terms of the current state of local governance and compliance with 

policies, and institutionalization of performance-based LGU incentives 

or awards system. As this program is geared towards the alignment of 

local priorities to the National Government thrusts and advocacies, 

PCF projects are programmed to buttress efforts and address the 

current needs of the communities. 

Scaling up of Financial Subsidy . 

During its kick-off stage in 2010, a 
total of 30 Million pesos sourced 
from the DŜǇŀǊǘƳŜƴǘΩǎ ǎŀǾƛƴƎǎ 
was released to several pilot 
LGUs. A year after, the PCF was 
allocated with 500 Million pesos 
under the General 
Appropriations Act (GAA) of 2011 
cognizant of the success of the 
ǇǊƻƧŜŎǘΩǎ ƛƴƛǘƛŀƭ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ 
and the promise that it holds.  

From FYs 2010 to 2016, a total 
amount of 4.9304 Billion was 
released to qualified LGUs under 
the program. FY 2017 General 
Appropriations Act (GAA) has 
allocated One Billion and Three 
Million Seven Hundred Thousand 
Pesos (P1,003,700,000.00) for 
the Performance Challenge Fund 
which shall cover the financial 
subsidy to qualified LGUs under 
the Local Governance 
Performance Management 
Program for the implementation 
of projects aligned to the 
Philippine Development Plan.  

/ƻƴǘƛƴǳŜ ǘƻ ǇŀƎŜ нΧ 

 

PCF SUBSIDY, THEN 
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Guiding Principles in the Implementation of the PCF 
 

 

 

As a government mechanism to recognize good performance and ensure 

LGU alignment of its priorities to national government directions and 

priority thrusts, the PCF Program operations and implementation is 

guided by the following principles: 
¶ Support the governmentôs advocacy of improving overall LGU 

performance in governance and delivery of basic services; 

¶ Expand opportunities for performing LGUs to accelerate local 

economic development; 

¶ Sustain the provision of incentives to LGUs commensurate to 

their performance level; 

¶ Foster and sustain cooperation among government stakeholders, 

development partners, and CSOs to influence greater LGU 

performance;  

¶ Amplify engagement of CSOs in project monitoring to 

institutionalize a participatory, balanced, and transparent PCF 

utilization ;  

¶ Enhance the LGUôs program/project conceptualization, 

implementation, monitoring and evaluation; and 

¶ Project processes shall ensure gender-sensitivity, disability-

inclusiveness and consideration of other thematic concerns that 

promote the welfare of the most vulnerable sectors in the 

community. 
 

LEGAL BASIS AND SCOPE OF THE REPORT 
 

Per Republic Act No. 10924, FY 2017 General Appropriations Act 

(GAA), specifically, Special Provision(s) No. 1 on Performance 

Challenge Fund thereof, requires the DILG to submit to the Department 

of Budget and Management (DBM), Speaker of the House of 

Representatives, the President of the Senate of the Philippines, the 

House Committee on Appropriations and the Senate Committee on 

Finance, either in printed form or by way of electronic document, 

quarterly reports on financial and physical accomplishments and to 

ensure that said reports are posted on the DILG website. 

 

Taking into consideration the information from the database system for 

monitoring and evaluation, the PCF website promotes transparency in 

the implementation of public projects, encourages participation of the 

citizenry in monitoring and aims to institute a mechanism for online 

reporting towards a paper-less submission of reports for efficiency. The 

report covered the overall status of implementation of the PCF-

subsidized projects in all regions of the country, as well as a primary 

focus on PCF accomplishments for the months of Jan. ï Dec. 2019. 

Raising the Bar 

In CY 2010-2013, provinces, 
cities and municipalities that 
passed the Seal of Good 
Housekeeping were given the 
opportunity to access the 
PCF. Some of the basic 
requirements for passing the 
SGH assessment includes: (1) 
absence of negative COA 
Findings on LGU financial 
statements; (2) Compliance 
to Full Disclosure Policy 
(FDP); (3) Compliance to 
Procurement Act; and (4) 
Anti-Red Tape Act Report 
Card Survey of Civil Service 
Commission. 

To elevate the performance 
standards of LGUs, the SGH 
was upscaled in CY 2014. 
Thus,  evolving into the Seal 
of Good Local Governance.  

Dividing the Pie 

In CY 2016, the Incentive 
Package was quite low at 
P4M per Province, P3.4M per 
City and P3M per 
Municipality. This was 
directly attributed to the 
sudden increase in SGLG 
Passers, hence increasing the 
number of LGUs sharing in 
the PCF Pie. For CY 2017, this 
phenomenon was further 
emphasized due to the influx 
of SGLG passers, resulting to 
the incentive package to drop 
even lower to P3M, 2.4M and 
2M for Provinces, Cities and 
Municipalities respectively. 

In CY 2018 however, the 
passers have decreased due 
to the All-In Criteria, yielding 
the corresponding PCF 
Incentive Package amounting 
to P7M, 5.1M and 3.2M. 

 

PCF SUBSIDY, THEN 
AND NOW 

contΧ 

The PCF focuses on pursuing reforms and initiatives aimed at 

effecting transparency, accountability, responsiveness, and 

participation which are essential elements of good governance. 
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PROVISION OF FINANCIAL SUBSIDY TO LGUs 

The Seal of Good Local Governance (SGLG) symbolizes integrity and good governance 

through continuing governance reform and sustained local development. It is a 

progressive assessment system adopted by the Department to give distinction to 

remarkable local government performance across various sectors. 

 In light of national government thrusts, organizational commitments, and emerging good governance 

frameworks, the SGLG further aligns its parameters to help meet expectations and contribute in realizing 

target outcomes relative to local governance. Most notably accounted for is the Philippine Development Plan 

(PDP) to help bring about the current Administrationôs vision of inclusive growth, high-trust society, and a 

globally-competitive knowledge economy, following the principles of Malasakit, Pagbabago at Patuloy na 

Pag-unlad. 

On the other hand, PCF pursues the DILGôs banner campaign on transparency, 

accountability and good local governance, advocating that transparency and 

accountability in local government operations will lead to improved service delivery 

systems and ultimately result to improved living conditions of the people in the 

community. Furthermore, PCF contributes in the Departmentôs campaign on encouraging 

continuous improvement in the performance of LGUs by raising the bar of excellence to qualify for the 

incentive support for local development projects. 

 For FY 2019, a total amount of P 979.8 M was allotted for the PCF recipient LGUs as subsidy to finance high-

impact projects. The said allocation is intended specifically to those LGUs that have been conferred with the 

2019 Seal of Good Local Governance (SGLG). 

 With DILGôs conferment of the 2019 SGLG to the qualified LGUs, the 380 awardees are then eligible to access 

the 2019 PCF incentive in the amount of P4.5 Million per Province, P3.5 Million per City, and P2.3 Million 

per Municipality to be utilized for priority projects which would aim to bring sustainable and inclusive 

development to the community, pursuant to applicable laws and the operating guidelines of the PCF program. 

  

 

  

57 Cities 

@ P3.5M each  

Total: 

 199,500,000 

FIGURE 1: PCF 2019 Subsidy Distribution by LGU Level (Province, City, and Municipality) 

 

306 

Municipalities 

@ P2.3M each 

Total 

 703,800,000 

 

17 Provinces 

@ P4.5M each 

Total 

 76,500,000 

 

TOTAL SUBSIDY AWARDED FOR PCF 2019: 

P 979,800,000.00  
 

TOTAL PCF 2019 AWARDEES: 

380  LGUs 

 

 2.3 M per LGU  

71.83% 

20.36% 

7.81% 
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 THE PCF SUBSIDY 
 

 

 
The PCF Incentive Package adjusts annually depending on the number of eligible LGU 

beneficiaries, of which the most vital qualification is to conform with the requirements and criteria 

set forth under the DILG LGPMP. The varying number of conferred LGUs caused the number of 

PCF LGU awardees to change proportionally after every assessment period. 

 

As mentioned earlier, a total of 263 LGUs were conferred with the SGLG for CY 2018 while 380 

LGUs were conferred with the award in 2019. Given this and the unchanged PCF allocation since 

2015, and the evident increase in SGLG Passers, the foregoing caused a decrease in the overall PCF 

Incentive package for the year. 

 

 

 

  

 

  

 

  

  

2010

Mun -1M

30 LGUs

Total of P 
30M

2011-2014

Province-7M

Cities   ɀ3M

Mun ɀ1M

2011: 394 
LGUs/ P 
490M

2012: 560 
LGUs/ P 
987M

2013: 734 
LGUs/ P 
990M

2014: 248 
LGUs/ P 
470M 

2015

Province ɀ
7M

Cities       ɀ
5M

Mun ɀ
3M

254 LGUs

Total of P 
984M

2016

Province-4M

Cities  ɀ3.4M 

Mun ɀ3M

306 LGUs

Total of P 
981.4M

2017

Province ɀ3M     

Cities        ɀ2.4M

Mun ɀ2M

449 LGUs

Total of P 951.4M

2018 
Province ɀ

7M                           
Cities      ɀ

5.1M

Mun ɀ
3.2M

263 LGUs

Total of P 
980.3M 

2019
Province ɀ4.5M                           
Cities      ɀ3.5M

Mun ɀ2.3M

380 LGUs

Total of P 979.8M 

FIGURE 2: PCF Incentive Packages from 2010 to 2019 

2011
(SGH)

2012
(SGH)

2013
(SGH)

2014
(GFH/S
GLG)

2015
(SGLG)

2016
(SGLG)

2017
(SGLG)

2018
(SGLG)

2019
(SGLG)

Total LGU Passers 397 560 734 248 254 276 449 263 380

Total Amount 490,000,987,000,990,000,470,000,982,000,981,400,951,400,980,300,979,800,
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FIGURE 3: PCF LGU Passers vis-a-vis Subsidy amount per year (2011-2019) 

 


