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AN ACT
STRENGTHENING LOCAL GOVERNMENT PARTICIPATION IN NATIONAL 
DEVELOPMENT BY INCREASING THE SHARE OF LOCAL GOVERNMENT UNITS 
IN THE NATIONAL INTERNAL REVENUE TAXES, AMENDING FOR THE 
PURPOSE SECTION 284 OF REPUBLIC ACT NO. 7160, OTHERWISE KNOWN AS 
THE LOCAL GOVERNMENT CODE OF 1991

Explanatory Note

The enactment of Republic Act (R.A.) No. 7160 otherwise known as the Local 
Government Code of 1991 was a major step in bringing administrative and organizational 
reforms to our local government units (LGUs), highlighted by decentralization and local 
autonomy. LGUs are now mandated to deliver the priority needs and basic services of its 
communities such as agricultural services, health and social welfare services, information 
services, waste management and environmental protection, maintenance of roads and highways, 
infrastructure facilities and tourism development, among others.1

As mandated in the Code, LGUs have the power to create and broaden their own sources 
of revenue coupled with the right to a just share in national taxes in order to diseharge local 
powers and effectively carry out devolved functions.

The internal revenue allotment (IRA), is the share of the LGUs out of the national 
government’s overall revenue collections. The Philippines consists of 81 provinces, 145 cities, 
1,489 municipalities and 42,036 barangays. Since only a fraction of the 43,751 LGUs belong to 
the 1st and 2nd income classes,2 most of these LGUs depend on their share from the IRA to 
perform their devolved powers and functions. Thus, majority of the LGUs have become 
dependent on their IRA and fails to exert effort to look for other resources to fund programs and 
projects.

Twenty-five years since the enactment of the Code, most local governments have yet to 
exercise genuine autonomy from the national government and still lack the capability to become 
effective partners of the national government in national progress.

This bill seeks to promote good governance by LGUs through the amendment of Section 
284 of the Code thereby increasing LGU share in the IRA from forty percent (40%) to fifty
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