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RESOLUTION 

LEONEN, S.A.J.: 

The Philippine Sports Commission plays a vital role in advancing the 
nation's sports programs, improving our athletes' performance on the 
international stage, and fostering the development of our youth. The agency's 
creation finds support in no less than the Constitution, and its funding is I 
mandatorv and statutorv in nature. The Philiooine Amusement and Gaming 
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Corporation (P AGCOR) and Philippine Charity Sweepstakes Office (PCSO) 
cannot refuse to carry out their statutory obligations. 

In its Decision dated May 28, 2024, this Court granted the Petition for 
Mandamus 1 of Joseller M. Guiao (Guiao). The Court directed PAGCOR to 
account and remit the full amount of 5% of its gross income per annum from 
1993 to present in favor of the Philippine Sports Commission. Additionally, 
the Court ordered PCSO to account and remit to the Philippine Sports 
Commission the 30% representing the charity fund of the proceeds of six 
sweepstakes or lottery draw per annum, including its lotto draws, for the years 
2006 to present.2 

As recalled from the facts of the Petition, on April 26, 2016, Guiao, 
then a member of the House of Representatives and vice chairperson of the 
House Committee on Youth and Sports Development, filed a Petition for 
Mandamus under Rule 65 of the Rules of Court to compel P AGCOR and 
PCSO to remit funds to the Philippine Sports Commission in accordance with 
Section 26 of Republic Act No. 6847, also known as the Philippine Sports 
Commission Act. 

The Petition alleged that the PAGCOR and PCSO failed to comply with 
the funding requirements outlined in Section 26 of Republic Act No. 6847. 
The relevant section of Section 26 provides that "thirty percent (30%) 
representing the charity fund of the proceeds of six ( 6) sweepstakes or lottery 
draws per annum" for PCSO and "five percent ( 5%) of the gross income of 
the PAGCOR" are to be remitted to the Philippine Sports Commission and 
will fonn part of the National Sports Development Fund. 

Guiao argued that the government agencies grossly violated their duty 
to implement the law, causing lack of funding for sports development projects, 
which constitutes exceptional and compelling circumstances to justify resort 
to this Court.3 Specifically, Guiao alleged that PAGCOR recommended 
Memoranda to the Office of the President on November 10, 19934 and 
February 20, 1995, which reduced the share of the Philippine Sports 
Commission from P AGCOR' s earnings. Both Memoranda were approved by 
the Office of the President, effectively reducing the 5% share of the Philippine 
Sports Commission to a mere 2.1375%. 

Guiao likewise asserted that PCSO failed to remit the required 30% to 
the Philippine Sports Commission, which represents the charity fund and the 
proceeds of six sweepstakes or lottery draws annually, in violation of Section Jl 
26 of Republic Act No. 6847, since 2006. Nevertheless, PCSO remitted / 

Rollo. pp. 32,-5,. 
id. at 10. 
Id. at 6--8. 

4 Id.at 14. 
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quantities to the Philippine Sports Commission in the form of "donation" in 
2009, 2010, 2012, 2013, and 2015. Those years are the sole exception. 

P AGCOR opposed the Petition, claiming that deductions for 5% 
franchise tax and 50% national government share from its gross income are 
first made before remitting to the Philippine Sports Commission, thus the 
latter is not entitled to its entire 5% gross income. PCSO, on the other hand, 
argued that Guiao lacked legal capacity to file the Petition and that he violated 
the principles of hierarchy of courts and exhaustion of administrative 
procedures. Lastly, PCSO claims that a relevant provision of the law 
mandated PCSO to remit funds from sweepstakes drawings alone, with the 
exclusion of other lottery activities. 

Guiao submitted a Consolidated Reply, arguing that he had legal 
standing to file the Petition and that this Court had jurisdiction over the 
mandamus petition given the compelling interests involved. He emphasized 
that the lack offi.mds from government entities under Section 26 of Republic 
Act No. 6847 has caused the plight of Philippine sports. 

In their Memoranda, all parties reiterated their previous arguments. 
Both PAGCOR and PCSO reiterated Guiao's lack oflegal standing to file the 
Petition and stated that the charter of the Philippine Sports Commission gives 
it the jurisdiction to sue and enforce its rights. PCSO likewise stated that even 
if Guiao had locus standi to file the Petition, mandamus cannot lie against it 
as Guiao's assertion that the Philippine Sports Commission's allocations 
should include online lottery draws has no legal basis. 5 Moreover, it asserted 
that PCSO's remittance offundsto the Philippine Sports Commission was not 
ministerial. 6 

In a Decision dated May 28, 2024, the Court granted the Petition for 
Mandamus. The Court found that mandamus is proper given the 
transcendental importance of the issue. The Philippine Sports Commission's 
funding directly affects the advancement of the nation's sports programs, our 
athletes' ability to progress in the international forum, and the development 
of our youth. Given the significant role of sports in nation building, 
petitioner's direct res01i to this Comi through a Petition for Mandamus is 
justified. 

It was also found that petitioner has legal standing in his capacity as a 
legislator as the· underfunding of the Philippine Spo1is Commission is an 
interference with the legislature's power of the purse. The improper 
remittance to the Philippine Sports Commission is a violation of both statute 
and constitution. Consequently, both PAGCOR and PCSO were found to 

ld.at301. 
'' Id. at 310. 
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have violated Section 26 of Republic Act No. 6847 in their remittances to the 
Philippine Sports Commission. 

Respondent PAGCOR filed a Motion for Reconsideration arguing that 
petitioner Guiao violated the rules on hierarchy of courts and the exhaustion 
of administrative remedies by going directly to the Supreme Court. It asserted 
that the order to remit the full amounts to the Philippine Sports Commission 
should be applied prospectively. In its Supplemental Motion for 
Reconsideration, it added that requiring a retroactive application of the 
assailed Decision will lead to an over remittance to their other obligations and 
overpayment of their income tax. 

PCSO likewise filed a Motion Reconsideration maintaining that the 
language of Section 26 of Republic Act No. 6847 clearly sourced the 
Philippine Sports Commission's allocations solely from PCSO's sweepstakes 
draws. It also reiterated that it has never been remiss in its duty to remit to 
the Philippine Sp01is Commission pursuant to Republic Act No. 6847. 

I 

The Motions for Reconsideration of PAGCOR and PCSO are denied as 
the basic issues raised have been duly considered and passed upon by this 
Court in its May 28, 2024 Decision. 

First, P AGCOR reiterates its arguments that petitioner Guiao violated 
the rules on hierarchy of courts and the exhaustion of administrative remedies 
in going directly to the Supreme Court. This has been extensively addressed 
in the assailed Decision. 

The rule on hierarchy of courts will not prevent this Court from 
assuming jurisdiction when "the redress desired cannot be obtained in the 
appropriate courts or where exceptional and compelling circumstances justify 
availment of a remedy within and calling for the exercise of this Court's 
primary jurisdiction."7 While this Court shares concurrent jurisdiction over 
writs of certiorari and mandamus with the Regional Trial Court and the Court 
of Appeals, the instant controversy involves significant legal questions that 
deserve direct recourse to this Court. 

In the same vein, jurisprudence has established exceptions 111 the 
application of the doctrine of exhaustion of administrative remedies. 8 In this 
case, it is undisputed that both respondents are members of the Executive / 

Agan, Jr. v. Philippine lnternathmal Air Terminals Co., Inc., 450 Phil. 744, 805 (2003) [Per J. Puno, En 
B,mc] citing Santiago v. Vasquez, 291 Phil. 664 (1993) [Per J. Regalado, En Banc]. 
Province ofZamboanga Del Norte v. Court of Appeals, 396 Phil. 790, 718-719 (2000) [Per J. Pardo, 
First Division]. 
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branch and are directly under the control and supervision of the Office of the 
President. It would be a futile exercise to require petitioner to first seek 
recourse from the Office of the President given that tbe Memoranda followed 
by PAGCOR had been approved by tbe same office. 

Moreover, the relaxation of procedural rules is justified given the 
exceptional circumstances present in this case. The Philippine Sports 
Commission plays a crucial role in advancing the nation's sports programs, 
enhancing our athletes' performance on the international stage, and fostering 
the development of our youth. The allegations of manifest contravention of 
this agency's funding is a constitutionally significant issue tbat deserves tbis 
Court's attention. 

Second, PAGCOR maintains tbat tbe legislature intended to prioritize 
the payment of franchise tax and the income share of the national government 
before remittance to the Philippine Sports Commission is made. However, 
these assertions of P AGCOR are not substantiated by tbe relevant laws. 
PAGCOR's remittance is mandated in Section 26 of Republic Act No. 6847 
as "five percent (5%) of the gross income of[PAGCOR]." The wording of 
the law is clear and unqualified, it does not state that tbe computation of tbe 
5% is arrived at after deducting the franchise tax. This is contrast with Section 
6 of Republic Act No. 7648,9 which states that PAGCOR shall allocate "10% 
of its annual aggregate gross earnings for the next five ( 5) years as subsidy to 
the [National Power Corporation]: Provided, That such percentage allocation 
shall be based on gross revenue after deducting the five percentum (5%) 
franchise tax and the fifty percentum (50%) income share of the National 
Government." While the subsidy coming from PAGCOR for tbe National 
Power Corporation should be remitted only after tbe shares for franchise tax 
and the national government have been deducted, the same instruction is 
absent for the share of the Philippine Sports Commission. Hence, the 
assertions of PAGCOR are interpretations not found witbin the law. 

Lastly, PAGCOR argues that the doctrine of operative fact should be 
applied, as it merely executed the president's memorandum by remitting to 
the Philippine Sports Commission. 10 

The doctrine of operative fact is a legal principle that recog.,izes that a 
statute or executive issuance that is subsequently declared unconstitutional 
may have legal consequences prior to its revocation. 11 This is an exception to 
the genera! rule that unconstitutional laws are null and invalid from their 
inception. 12 As a matter of fair play and equity, the effects of the 

9 Republic Act No. 7648 (1993), Electric Power Crisis Act. 
10 Rollo, pp. 507-508. 
11 Commissioner of lnternal Revenue v. San Roque Power, 719 Phll. 137, 158 (2013) [Per J. Carpio, En 

Banc]. 
12 Id. at 157-158. 
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unconstitutional law or administrative issuance are left undisturbed under the 
doctrine. 

In view of this, PAGCOR claims that the retroactive application of this 
Court's decision would put undue burden on it. It contends that other than 
Republic Act No. 6847 and Republic Act No. 7648, other laws affect 
PAGCOR's income such as Republic Act No. 9513 13 mandating that the 
Renewable Energy Trust Fund shall be funded from the 1.5% of the net annual 
income of PAGCOR, 14 and Republic Act No. 7309,15 which mandates that 
P AGCOR remit to the Board of Claims 1 % of its net income. 16 P AGCOR 
asserts that since it has already complied with these other obligations in good 
faith, its remittance of 5% to the Philippine Sports Commission as the assailed 
Decision orders will result in an over remittance of the statutory shares under 
Republic Act No. 9513 and Republic Act No. 7309. 17 It adds that the 
retroactive application of the assailed Decision will result to an overpayment 
of PAGCOR's corporate income tax that was already remitted to the Bureau 
of Internal Revenue. 18 

Based on these scenarios, P AGCOR insists that applying the doctrine 
of operative fact is appropriate in the spirit of equity and fair play. 19 

PAGCOR's arguments are untenable. 

The doctrine of operative fact is not always appropriate, and its 
application is contingent upon the unique circumstances of each case.20 In 
Araullo v. Aquino,21 the Court declared that the doctrine "cannot apply to the 
authors, proponents and implementors of the DAP, unless there are concrete 
findings of good faith in their favor by the proper tribunals determining their 
criminal, civil, administrative and other liabilities."22 It was held: 

Nonetheless, as Justice Brion has pointed out during the 
deliberations, the doctrine of operative fact does not always apply, and 
is not always the consequence of every declaration of constitutional 
invalidity. It can be invoked only in situations where the nullification of 
the effects of what used to be a valid law would result in inequity and 
injustice; but where no such result would ensue, the general rule that an 
unconstitutional law is totally ineffective should apply. 

13 Republic Act No. 9513 (2008), Renewable Energy Act. 
14 Renewable Energy Act, sec. 28. 
15 Republic Act No. 7309 ( 1992), An Act Creating a Board of Claims Under the Department of Justice for 

Victims of Unjust Imprisonment or Detention and Victims of Violent Crimes and for Other Purposes. 
16 Republic Act No. 7309 (1992), sec. 9. 
17 Rollo, p. 509. 
18 /d.at511. 
19 /d.at513. 
20 Arau/lo v. Aquino lil, 737 Phil. 457. 625 (2014) [Per J. Bersamin, En Banc]. 
11 737 Phil. 457 (2014) [Per J. Bersamin, En Banc]. 
22 Id. at 625. 
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In that context, as Justice Brion has clarified, the doctrine of 
operative fact can appl:y: only to the P APs that can no longer be undone, and 
whose beneficiaries relied in good faith on the validity of the DAP, but 
cannot apply to the authors, proponents and implementors of the DAP, 
unless there are concrete findings of good faith in their favor by the proper 
tribunals dete1mining their criminal, civil, administrative and other 
liabilities.23 (Emphasis supplied, citations omitted) 

Thus, PAGCOR's adherence to the president's memorandum does not 
serve as sufficient justification for applying the doctrine in this instance. 

As a rule of equity, the doctrine of operative fact can be invoked 
only by those who relied in good faith on the law or the administrative 
issuance, prior to its declaration of nullity. Those who acted in bad faith or 
with gross negligence cannot invoke the doctrine. Likewise, those directly 
responsible for an illegal or unconstitutional act cannot invoke the doctrine. 
He who comes to equity must come with clean hands, and he who seeks 
equity must do equity. Only those who merely relied in good faith on the 
illegal or unconstitutional act, without any direct participation in the 
commission of the illegal or unconstitutional act, can invoke the doctrine.24 

(Citations omitted) 

P AGCOR itself admitted that they recommended the erroneous 
interpretation of remittances to the Philippine Sports Commission to the 
Office of the President. It made its proposal despite the clear mandate in 
legislation. Therefore, P AGCOR cannot rely on the doctrine of good faith, as 
they were directly involved in proposing the incorrect interpretation. This 
admission undermines their claim to have acted in good faith and without 
direct participation in the invalid Memorandum of the Office of the President. 
Legislative intent must be derived primarily from the words of the law itself, 
not from the historical practices or self-serving interpretations of the 
administrative agency. 

Furthermore, P AGCOR's assertion that complying with the assailed 
Decision will result in "over remittance" to the other government agencies is 
a mischaracterization of the nature of its statutory obligations. The 
remittances under Republic Act No. 9513, Republic Act No. 7309, and 
Republic Act No. 6847 are distinct and independent allocations of income 
mandated by law. PAGCOR's compliance with their statutory responsibility 
to remit to one agency should not be conditioned on their prior remittance to 
a separate and distinct agency. Even if belated payment of what is due to the 
Philippine Sports Commission would indeed cause over remittance to another 
agency due to changes in the reported net income for a specific year, this 
would not justify PAGCOR's noncompliance with their obligation. 

:,.3 Id 
24 J. Carpio, Separate Opinion in Araul/o v. Aquino Ill, 737 Phil. 457, 658 (2014) [Per J. Bersamin, En 

Banc]. 
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Similarly, the argument concerning PAGCOR's potential overpayment 
of corporate income tax is speculative and does not exempt P AGCOR from 
its obligation to remit the correct statutory amounts. Furthermore, since 
remittances from previous years have not yet been paid, these amounts can be 
considered as deductions on the year they are actually remitted. Section 34(A) 
of the National Internal Revenue Code provides: "There shall be allowed as 
deduction from gross income all the ordinary and necessary expenses paid or 
incurred during the taxable year in carrying on or which are directly 
attributable to, the development, management, operation and/or conduct of the 
trade, business or exercise of a profession." Since expenses are deductible in 
the taxable year when they are either "paid or incurred," and the remittances 
are yet to be paid, the deductions should be claimed in the year the remittance 
are made. This would avoid the need to amend past returns or seek refunds 
which are barred by the two-year prescription under Section 229 of the 
National Internal Revenue Code. 

While the prospective application of the assailed Decision may cause 
inconvenience and added expenditures to PAGCOR, its prolonged improper 
remittances caused direct harm to the Philippine Sports Commission and its 
beneficiaries. Financial and accounting difficulty ort the part of respondents 
is not sufficient justification to forget about the legal obligations. 
Nevertheless, this Court acknowledges that the amount that PAGCOR is being 
directed to remit is substantial; thus, this Court authorizes that the remittances 
for years 1993 to the present be made in installment over IO years. 

II 

Similar to the stance taken by PAGCOR, PCSO merely reiterated its 
past arguments. Primarily, it asserts that the language of Republic Act No. 
684 7 clearly intended that the allocations for the Philippine Sports 
Commission should be sourced exclusively from PCSO's sweepstakes 
operations. To support this, PCSO emphasizes the deliberations of the Joint 
Committee on Youth and Sports and Appropriations regarding House Bill No. 
4284, the precursor of Republic Act. No. 6847.25 It repeats that lottery draws 
could not have been intended as a source for Section 26 since such draws were 
not yet in existence when the law was enacted. 

However, as extensively explained in the assailed Decision, this 
argument does not hold water. The express language of the statute must be 
interpreted to apply not only to circumstances existing at the time of the law's 
enactment, but to circumstances that arise even after its passage.26 This is 
consistent with the general principle that statutes operate prospectively, unless 
the contrary is stated. 27 

25 Rollo, pp. 493--495. 
26 CIVIL CODI:~, art. 4 states: '"Laws shall have no retroactive effect, unless the contrary is provided." 
27 CIVIL CODE, art. 4. 

/ 
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In addition, it is an established rule that when the law does not 
distinguish, the courts should not distinguish. We reiterate the Latin maxim 
"ubi lex non distinguit, nee nos distinguere debemus."28 This entails that the 
general phrase "sweepstakes or lottery draws" must be read as a general 
category encompassing all such fundraising mechanisms, rather than merely 
isolated components. To draw a distinction between "sweepstakes" and 
"lottery" in order to limit the application of the statute would be to introduce 
an exception not found in the law.29 

It is crucial for the courts to interpret the law based on its plain language 
and not create distinctions where none exist. Legislative intent must be 
derived primarily from the words of the statute itself. The discussions in the 
House of Representatives may provide context, but it may not supply a 
difference in tenns that were not distinguished in the law. 

PCSO additionally argues that it has consistently complied with its 
statutory duty to remit the prescribed share of sweepstakes revenues to the 
Philippine Sports Commission through various memoranda of agreement 
executed with the latter. To illustrate this, PCSO submitted a Report of 
Releases/Remittances to the Philippine Sports Commission covering the 
period from calendar year 2006 to 2024 prepared by its Accounting and 
Budget Department.30 The report contains a table outlining PCSO's 
remittances to the Philippine Sports Commission from calendar years 2006 to 
2024 and the corresponding legal basis for such remittances. The table 
demonstrates that PCSO has remitted a total amount of PHP 119,592,528.08 
to the Philippine Sports Commission from 2006 to 2024 pursuant to the terms 
of various memoranda between the two agencies. PCSO asserts that under 
Section 26 of Republic Act No. 6847, the share of Philippine Sports 
Commission amounts to only PHP 79,627,318.38. Thus, they donated 
PHP 39,965,209.70 more than that was expected of them based on the law. 

While the Court notes and appreciates PCSO's submission of this 
report, this by itself does not suffice to establish compliance with the statutory 
requirement. PCSO must demonstrate, by competent evidence, that the 
remitted amount corresponds to 30% of the net proceeds of six sweepstakes 
or lottery draws per annum, as mandated by law. Should PCSO be able to 
establish such equivalence, the Court may consider the remittances as 
substantial compliance with the statutory obligation. The interpretation 
advanced by PCSO that its obligations may be satisfied based on memoranda 
with the Philippine Sports Commission, or by reference to fixed sums 
different from those mandated by Republic Act No. 6847, cannot be sustained. 

28 Villanueva v. People, 876 Phil. 855,865 (2020) [Per J. Delos Santos, Second Division]. 
29 National Housing Authority v. Roxas, 772 Phil. 26, 34-35 (2015) [Per J. Bersamin, First Division]. 
30 Rollo, p. 50 I. 

I 
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ACCORDINGLY, the Motion for Reconsideration is DENIED 
WITH FINALITY, the basic issues raised therein having been duly 
considered and passed upon by this Court. The Order of the Court in its May 
28, 2024 Decision is affirmed. 

This Court reiterates that both the Philippine Amusement and Gaming 
Corporation and the Philippine Charity Sweepstakes Office are ORDERED 
to submit a detailed account of the annual amounts owed to the Philippine 
Sports Commission and actual remittances made each year, from 1993 to 
present for PAGCOR, and from 2006 to present for PCSO. The balance of 
the remittances due may be paid over a period of 10 years. 

SO ORDERED. 

Senior Associate Justice 

WE CONCUR: 
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Chief Justice 
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