
PROVINCE OF BATANGAS

SC DECISION

ON IRA



LEGAL BASIS OF IRA UNDER THE
1987 CONSTITUTION

Article X

Section 6 

"Local government units shall have a
JUST SHARE, as DETERMINED BY
LAW, in the NATIONAL TAXES which
shall be AUTOMATICALLY RELEASED
to them."



SC Decision July 3, 2018

Mandanas et al. v. Ochoa
And

Garcia v. Ochoa



THE CASE

“Determination of the manner in
which the JUST SHARE in the
NATIONAL TAXES of the LOCAL
GOVERNMENT UNITS (LGUs)
has been computed.”



•ALL COLLECTIONS OF NATIONAL
TAXES in the computation of the BASE
of the JUST SHARE of the LGUs xxx
in the now modified Sec. 284 the
LOCAL GOVERNMENT CODE except
those accruing to special purpose funds
and special allotments …

The Decision

IRA SC DECISION/SECTION 284_285 LGC.pptx


• SECTION 284. Allotment of Internal Revenue Taxes. —
Local government units shall have a share in the
national internal revenue taxes based on the collection
of the third fiscal year preceding the current fiscal year
as follows:

(a) On the first year of the effectivity of this Code, thirty
percent (30%);

(b) On the second year, thirty-five percent (35%); and

(c) On the third year and thereafter, forty percent
(40%).

X X X

The Decision



…NATIONAL INTERNAL REVENUE TAXES
enumerated in Sec. 21 NIRC – Income Tax,
VAT, DST, other percentage taxes)
COLLECTED by the BIR and the BOC

…TARIFF AND CUSTOMS DUTIES collected
by the Bureau of Customs

NATIONAL TAXES includes…



•…50% of the VAT collected in the ARMM,
and 30% of all other NATIONAL TAX
collected in the ARMM.

•… 60% of the NATIONAL TAXES collected
from the exploitation and development of
the NATIONAL WEALTH

•… 85% of the EXCISE TAXES collected
from locally manufactured Virginia and
other tobacco products.

NATIONAL TAXES includes…



•… The entire 50% of the NATIONAL 
TAXES collected under Sections 106, 108 
and 116 of the NIRC as provided under 
Section 283 of the NIRC;

(xxx National Internal revenue collected and not applied as herein above provided or
otherwise specially disposed of by law shall accrue to the National Treasury and shall
be available for the general purposes of the Government xxx)

NATIONAL TAXES includes…



•5% of the 25% franchise taxes given to the
National Government under Sec. 6 of R.A.6631
(Manila Jockey Club Act) and Sec. 8 of R.A.
6632. (Philippine Racing Club Act)

NATIONAL TAXES includes…



“COMMANDS the AUTOMATIC RELEASE
WITHOUT NEED OF FURTHER ACTION of
the just shares of the Local Government Units
in the national taxes, through their respective
provincial, city, municipal, or barangay
treasurers, as the case may be, on a quarterly
basis but not beyond five (5) days from the
end of each quarter…”

The Decision



“The ADJUSTED AMOUNTS can be deemed
effective only after this ruling has lapsed into finality,
which is procedurally to be reckoned only from the
denial of the OSG's motion for reconsideration
through this resolution. From then onwards, and as
ruled herein, the just share should be based on all
national taxes collected on "the third fiscal year
preceding." In the absence of any amendment by
Congress, the rates fixed in Section 284 of the LGC as
herein modified, shall control.…”

SC Resolution







… therefore, first 

release of IRA based 

on all national taxes 

will start only in 2022



The PROSPECTIVE

application of the SC 

Decision pertains to the 

use of NATIONAL TAXES 

as basis for the 

computation of IRA.



SEC. 21. Sources of Revenue. - The following taxes, fees 
and charges are deemed to be national internal revenue 
taxes:

(a) Income tax;
(b) Estate and donor's taxes;
(c) Value-added tax;
(d) Other percentage taxes;
(e) Excise taxes;
(f) Documentary stamp taxes; and
(g) Such other taxes as are or hereafter may be imposed 
and collected by the Bureau of Internal Revenue.

National Internal Revenue Taxes 
(NIRT)



Based on the Supreme Court Decision, NIRT also 
includes all collections by the deputized agents of 
the BIR:

“National Internal Revenue Taxes under Section 21 of
the National Internal Revenue Code, as amended,
collected by the Bureau of Internal Revenue and its
deputized agents, including Value-Added Taxes,
Excise Taxes, and Documentary Stamp Taxes
collected by the Bureau of Customs”

National Internal Revenue Taxes 
(NIRT)



The

IRA based on NIRT

should be automatically 

released from 1992.



… therefore,

IRA mandate based on 

entire NIRT

should be retroactive from 

1992.



The Supreme Court ordered the:

• SECRETARY OF THE DEPARTMENT OF FINANCE;

• SECRETARY OF THE DBM;

• COMMISSIONER OF INTERNAL REVENUE;

• COMMISSIONER OF CUSTOMS; and the

• NATIONAL TREASURER to include ALL COLLECTIONS OF NATIONAL
TAXES in the computation of the BASE of the JUST SHARE of the LGUs
xxx in the now modified Sec. 284 the LOCAL GOVERNMENT CODE
except those accruing to special purpose funds and special allotments …

Who are mandated to compute the 
right amounts of IRA?



2018 - 522.75B

2019 - 575.48B*

2020 - 648.92B**

*based on the 2019 GAA
** based on the 2020 GAA

PRESENT ALLOTMENT…



a) Automatic Release of 50% in the 3rd Quarter 
and 50% in the 4th Quarter; 

b) Withhold the releases of the equivalent 
amounts in the GAA for devolved services, so that 
there will no increase in the annual NG 
expenditure program; 

c) Require the LGUs to use the IRA differential 
received to fight COVID-19 related expenditures; 

MANDATED IRA DIFFERENTIAL 
FOR 2020…



a) Automatic Release of the mandated IRA, based on the 
entire collection of NIRT in fiscal year 2018; 

b) Exclude the IRA for fiscal year 2021 in the 2021 
General Appropriation Bill; 

c) Devolve the basic services, especially the emergency 
needs for health and social welfare, to the LGUs as 
provided for in the LGC, so that there will be no increase 
in the NG total planned expenditures for fiscal year 2021; 

MANDATED IRA DIFFERENTIAL 
FOR 2021…



a) As was done by the NG in 2005, issue a document 
favor LGUs promising to pay the accumulated IRA 
Differential amount, quarterly over the next 10 years; 

b) Allow the LGUs to borrow locally against the 
document; 

c) Require that the proceeds of the loans be used to fight 
COVID-19 and for their respective Recovery Program to 
augment the NG “Build! Build! Build!” Program. 

RETROACTIVE MANDATED IRA 
DIFFERENTIAL…



… LGUs can now FUND and
DELIVER the DEVOLVED BASIC
SERVICES mandated by the Local
Government Code as provided in
Section 17.

With this…



… there will be 

NO INCREASE 

in the national 

expenditure



… the budget for 

devolved services 

will simply be 

downloaded to the 

LGUs



THANK 
YOU!


