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AN ACT 
AUTHORIZING PROVINCES, CITIES, AND MUNICIPALITIES TO MAKE LOANS 
USING THE SPECIAL EDUCATION FUND AS COLLATERAL, AMENDING FOR 

THIS PURPOSE SECTION 272 OF REPUBLIC ACT NO. 7160, OTHERWISE 
KNOWN AS THE LOCAL GOVERNMENT CODE OF 1991 

EXPLANATORY NOTE 

In the World Bank's Ambisyon Natin 2040 survey, every Filipino expressed 

that education is important to achieve one's goals and ambitions in life. However, 

learning poverty in the Philippines has soared to new heights with nine out of ten 

Filipinos unable to read and understand short, age-appropriate texts by the age of 

10. 

To address this crisis, local government units must more power and autonomy 

to improve education and be more involved in the development of their students. 

LGUs are closer to the needs of their constituents and are more capable to handle 

the different aspects of education in their jurisdiction. 

Towards this end, LGUs have the Special Education Fund (SEF) which 

represents an additional one percent ( 1 %) real estate tax set aside for educational 

purposes under Section 272 of the Local Government Code. Local governments must 

be empowered and encouraged to tap this resource, particularly by being enabled to 

borrow against their SEF in order to construct the classrooms that are lacking in 

their locality. 

This is one more instance where decentralization of power will not only greatly 

benefit the local communities but also relieve the national government of a financial 

burden. 
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