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DEC I SION 

LOPEZ, J., J.: 

This Court reso"ives a Petition for Review on Certiorari I filed by 
Maibarara Geothermal, Inc. (MG/) assailing the Decision2 dated March 14, 
2019 and Resolution3 dated November 15, 2019 of the Court of Tax Appeals 
(CTA ) En Banc in CTA EB No. 1765. The CT.A En Banc earlier-affirmed the 
Decision4 ofthe-CTA First Division dated August 18, 2017 in CTA Case Nos. 
8699, 8732, 8771, and 8811, which denied petitioner's claim for tax 
refund/credit of unutilized input value-added taxes ( VAT) for the first, second, 
third, and fourth quarters of taxable year 201 1. 

The Facts 

MGI is a corporation duly registered under the laws of the Philippines, 
with the primary purpose of the corporation to: 

Rollo, pp. 12-50. 
Penned by Associate Just ice Esperanza R. Fabon-Victorino, with Presiding Justice Roman G. del 

Rosario, and Associate Justices Juanita C. Castaiicua, Jr., Erlinda P. Uy, Cielito N. Mindaro-G rulla, Ma. Belen 
Ringpis-Liban and Catherine T Manahan, concurri;1g; id at 63-75. 
' Penned by Associate Justice Esperanza R. Fab,m-Vic;torino, with Presiding Justice Roman G. del 
Rosario (on leave), anJ Associate Justices Juanita C. Castaiieda, Jr., Erlinda P. Uy, Cie!ito N. Mindaro-Grulla, 
Ma. Belen Ringpis-Lih,rn, Catherine T. Manahan all(i Jean Marie A. Racorro-Villena, concurring; id. at 58-
6 I. 

Id. at 80-94. 
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[E]xplore, extract, exploit, or otherwise obtain from the earth, store, 
hold, use, treat, reinject, prepare for market, buy, seU, distribute, exchange 
and transport geothennal steam a.,d brine, and all their products, 
compounds and · derivatives; to convert geothermal energy into electric 
power and to build, construct, erect, ovm, equip, install, operate, maintain, 
sell, lease power generation plants, facilities, machineries, equipment that 
utilize geothermal energy; to sell, trade, transmit or distri\mte any electricity 
generated by such power plants; to utilize geothermal steam and brine for 
industrial, agricultural, health, tourism, mineral recovery and processing of 
other similar direct and indirect uses of geothermal steam a11d brine.5 

MGI is also a registered VAT taxpayer with the Bureau of Internal 
Revenue (BIR) m1der Certificate of Registration No. OCN3RC0000483772 
and Taxpayer's Identification Number (TIN} 007c843-328-000.6 

In addition, MGI is registered as a Renewable Energy Developer of a 
20 l\1W Maibarara Geothermal Power Generation Project in Batangas and 
Laguna under Certificate of Registration No. GRESC 2011-01-025 issued by 
the Department of Energy and Certificate of Registration No. 2011-06 issued 
by the Board ofinvestments.7 

MGI filed its quarterly VAT returns for the first, second, third, and 
fourth quarters for taxable year 2011 on April 25, 2011, on July 25, 2011, on 
October 19, 2011, and on January 20, 2012, respectively.8 

On March 22, 2013, JVIGI filed with the BIR Revenue District Office 
(RDO) No. 43A in Pasig Ci1y an administrative claim for refund of its 
unutilized input VAT for the first quaTter of ta."able year 2011 in the total 
amount ofl''l0,095,979.46.9 

·. On June 24, 2013, MGI filed with the BIR another administrative claim 
for refund of its unutilized input VAT for the second quarter of taxable year 
2011 in the total amount-of 1'3,134,942.99.10 

On September 26, 2013, J\,1GI filed its third administrative claim for 
refund of its unutilized input VAT for the third quarter of taxable year 2011 in 
the total amount of Pl,534,692.20.11 

Id at 81. 
6 Id. 
7 Id 

Id at 82. 
9 Id 
IO Id 
Ii Id 
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On December 13, 2013, petitioner filed its fourth administrative claim 
for refund of its unutilized input VAT for the fourth quarter of taxable year 
2011 in the total amount of Pl,023,598.99.12 

The Commissioner of Internal Revenue failed to act on MGI's 
administrative claims for refund of its unutilized input VAT for the first, 
second, third, and fourth quarters of taxable year 201 L This prompted MGI 
to file various petitions for review13 before the CTA, docketed as CTA Case 
Nos. 8699, 8732, 8771, and 8811 on August 16, 2013, November 15, 2013, 
February 21, 2014, and April 30, 2014, respectively. 14 

In its Decision15 dated August 18, 2017, the CTA First Division denied 
the consolidated petitions for review for lack of merit. Aggrieved, MGI moved 
for reconsideration, which was denied by the CTA First Division in its 
Resolution16 dated January 3, 2018., 

After the denial of its motion for reconsideration, petitioner elevated 
the case before the CTA En Banc. On March 14, 2019, the CTA En Banc 
rendered the assailed Decision 17 denying the petition for review and affirming 
the rulings of the CTA First Division. 

MGI moved for the reconsideration of the CTA En Banc decision. 
However the same was denied in a Resolution18 dated November 15, 2019. 

. ' . . . ' . 

Hence, the instant petition. 

Issue 

Whether petitioner is entitled to the refund of its unutilized input VAT 
for the first, second, third, and fourth quarters of taxable year 2011. 

Our Ruling 

)
Under the Philippine tax system, VAT is c;onsidered as an indirect tax. 

Indir ct tax is a ta.x demanded, in the first instance, from, or is paid by, one 
person or entity in the expectation and intention of shifting the burden to 

r . 
I 

12 1 Id 
13 Id at 80. 
14 Id. at 82. 
J5 Id. at 80-94. 
l6 Id. at 102-107. 
l 7 rd. at 63-75. 
l8 Id. at 58-61. 
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someone · else. 19 As enunciated in Commissioner of Internal Revenue v. 
Philippine Long Distance Telephone Company:20 

[I]ndirect taxes are taxes wherein the liability for the payment of the 
tax falls on one person but the burden thereof can be shifted or passed on to 
another person, such as when the tax is imposed upon goods before reaching 
the consumer who ultimately pays for it. When the seller passes on the tax 
to the [buyer], [the seller], in effect, shifts the tax burden, not the liability to 
pay it, to the purchaser as part of the price of goods sold or services 
rendered.21 

Under Section 105 of the N1RC, the persons liable to pay VAT are as 
follows: 

Section I 05. Persons Liable. -- Any person who, in the course of trade or 
business, sells, barters, exchanges, leases goods or properties, renders 
services, and any person who imports goods shall be subject to the value
added tax (VAT) imposed in Sections 106 to 108 of this Code. 

The.value-added tax is an indirect tax and the amount of tax may be shifted 
or passed on to the buyer, transferee·.or lessee. of the goods, properties or 
services. This rule shall likewise apply to existing contracts of sale or lease 
of goods, properties or services at the time of the effectivity of Republic Act 
No. 7716. 

Since VAT is an indirect tax, the seller of goods and services which also 
serves as an intermediary in a chain of manufacturers, suppliers, distributors, 
and consumers (i) shoulders the economic burden of VAT imposed on its 
purchases, and (ii) pays the VAT imposed on its s·aies. The first is called input 
tax and the second, output tax. Section l 10(A)(3) of the N1RC provides: 

The term."input tax" means the value-added tax due from or·paid bya VAT
registered person in the course of his trade or business on importation of 
goods or local purchase of goods or services, including lease or use of 
property, from a VAT~registerecl person .. It shall also include the transitional 
input tax dete1mined in accordance.with Section 111 of this Code. 

The tenn "output tax" means the value-added tax due on the sale or lease of 
taxable goods or properties or services by any person registered or required 
to register under Section 236 of this Code. 

In a chain of production, the manufacturers, suppliers, and distributors 
- i.e., those persons or entities which are engaged in economic activities, such 
as the production of goods, the provision of services, and the sale of goods 
and services - ultimately pass on the VAT to the final consumers. To 
ii.nplement this, the first party in that chain of production (e.g., a manufacturer) 
passes on an output VAT to the next party in that chain (e.g., a wholesale 
distributor), and such output VAT of the manufacturer is considered an input 

19 

20 

21 

Commissioner of Internal Revenue i: John Gotamco & Sons. Inc. 232 Phil. 38, 42 (1987). 
5 I 4 Phil. 255 (2005). 
Id. at 266. 
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VAT of the wholesale distributor. In turn, the second party in that chain further 
passes on an output VAT to another party (e.g., a retail distributor), and such 
output VAT of the wholesale distributor is considered an input VAT of the 
retail distributor. Finally, the last seller in that chain of production passes on 
the output VAT to the final consumer. For each party in this chain of 
production, the excess of output taxes over input taxes is paid for by the 
relevant party and passed on by that party to their immediate buyer. Section 
11 O(B) of the NIRC provides: 

(B) Excess Output or Input Tax. - If at the end of any taxable 
quarter the output tax exceeds the input tax, the excess shall be paid by the 
VAT-registered person. If the input tax exceeds the output tax, the excess 
shall be carried over to the succeeding quarter or quarters: Provided, 
however, That any input tax attributable to zero-rated sales by a VAT
registered person may at his option be refunded or c.redited against other 
internal revenue taxes, subject to the provisions of Section I 12. 

This seller-intermediary may, in the course of their trade or business, 
engage in two kinds of sale: domestic sales (or those where the buyer is 
domiciled in the Philippines) and export sale.s (or those where the buyer is 
domiciled in :;mother country). If the sale is a domestic sale, the sale generates 
an output tax. If the sale is an exp01i sal,e, the .sale generally does not generate 
an output tax. The reason, for the latter is that export sales are zero-rated 
transactions. As a general rule, the VAT system uses the destination principle 
as a basis for the jurisdictional reach of the tax. Goods and services are taxed 
only in the country where they are consumed. To implement this principle, 
exports are zero-rated under the NIRC, while imports are taxed. 22 Section 106 
of the NIRC provides, in part: 

(2) The following sales by VAT-registered persons shall be subject to zero 
percent (0%) rate: 

(a) Export Sales .. -. . The term."exr;ort sales" means: 

. (l) The sale and actual shipment of goods from the 
Philippines to a foreign country; irrespective of any 
shipping arrangement that may be agreed upon which 
mav influence or detem1ine the transfer of o,vnership of 
the, goods so exported and paid for in acceptable foreign 
currency or its equivalent. in goods or services, and 
accounted for in accordance with the rules and regulations 
of the Bangko Sentral ng Pilipirias (BSP); 

XXX 

This seller~ interi:nedia...ry, which . may engage in export sales, or both 
domestic and export sales, incurs purchases imposed with VAT~i.e., it incurs 
input taxes. The said purchases, which are inputs to its production or 
economic/business activity, may be utilized for the plli-pose of fulfilling its 

22 Commissioner qflnternal Revenue i.: American Express International, Inc., (Philippine Branch), 500 
Phil. 586, 605 (2005). 
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obligations in all its sales transactions. If the sales are domestic sales, the 
domestic sales generate an output tax, and the output tax can be credited 
against the input tax. However, if the sales are export sales, the export sales 
do not generate an output tax, being zero-rated transactions, so there is no 
output tax that can be credited against the input tax. The latter is the reason 
why the seller-intermediary is then allowed to obtain a refund or tax credit on 
input taxes "attributable" to zero-rated. transactions. Section 112(A) of the 
NIRC of 1997, as amended, provides: 

SEC. 112. Refunds or Tax Credits of Input Tax.-

(A) Zero-rated or Effectively Zero-rated Sales. -- Any VAT
registered person, whose sales are zero-rated or effectively zero-rated may, 
within two (2) years after the .close of.the taxable quarter when the sales 

. were made, apply for the issuance of a ta,'( credit certificate or refund of 
creditable input tax due or paid attri_blJtable to such sales, except transitional 
input tax, to the extent that such iriput l:aic has not been applied against output 
tax: Provided, however, That in ·the case· of zerb-r~ted sales under Section 
106(A)(2)(a)(l), (2) and (B) and Section 108(B)(l) and (2), the acceptable 
foreign currency exchange proceeds thereof had been duly accounted for in 
accordance with the ruies and regulations of the Bangko Sentral ng Pilipinas 
(BSP): Provided, farther, That where the taxpayer is engaged in zero-rated 
.or effectively zero-r_ated sale and also in taxable or exempt sale of goods or 

· · · pr_operlies. or services, and the amount of creditable input tax due or paid 
cannot be directly artd enttrely attributed to any one of the transactions, it 
shall be allocated proportionately on the basis of the volume of sales. 

As laid i;lowri by this·· Court m San Roque Power Corporation v. 
Commissioner of Internal Revenue,23 to claim a refund or tax credit under 
Section 112(A), petitioner must comply with the following criteria: 

23 

24 

(1) 
(2) 
(3) 
(4) 
(5) 

(6) 

(7) 

(8) 

(9) 

the taxpayer is VAT-registered; 
the ta,xpayer fo engaged in zero-rated or effectively zero-rated sales; 
the inpuftaxes are due or paidi 
the input taxes are not transitional input taxes~ 
the input taxes have not been applied against out]JUt taxes during and 
in the succeeding quarters; 
the input taxes claimed .are attributable to zero-rated or effectively 
zero-rated sales; 
for zero-rated sales under Section 106(A)(2)(1) and (2); l 06(B); and 
108(B)(l) and (2), the acceptable foreign currency exchange proceeds 
have been duly accounted for in accordance with BSP rules and 
regulations; 
where there are both zero-rated or effectively zero-rated sales and 
taxable or exempt sales, and the input taxes cannot be directly and 
entirely attributable to any of these sales, the input taxes shall be 
proportionately allocated on the basis of sales volwne; and 
the claim is filed within two years after the close of the taxable quruter 
when such sales were made.24 

620 Phil. 554 (2009)_. . 
Id, at 575. 
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Petitioner contends that the two-year prescnpt1ve period provided 
under Section l 12(A) of the NIRC, as amended, should be reckoned from the 
close of the taxable quarter when the reievant sales were made pertaining to 
the input VAT. 25 Relying on the case of Commissioner of Internal Revenue v. 
Mirant Pagbilao Corporation (Mirant), 26 petitioner argues that "relevant 
sales" pertain to the sale of the supplier, and "input VAT" refers to the purchase 
of the buyer.27 Applying the doctrine laid down in Mirant, petitioner asserts 
that the reckoning date in counting the prescriptive period in filing a claim for 
refund or tax credit should be from the time the sales relating to the input VAT 
has occurred.28 

Petitioner also ·contends that there is no requirement that the zero-rated 
or effectively zero-rated sales should be made during the same per1od as when 
the input taxes sought to be refunded were incurred or paid.29 According to 
petitioner, the only requirement is that the input VAT sought to be refunded 
must be attributable to zero-rated or effectively zero-rated sales. 30 Thus, 
petitioner asserts that the taxpayer-claimant must only establish the existence 
or presence of input taxes which are attributable to a zero-rated or effectively 
zero-rated sales.31 Petitioner further asserts that it is not, however, necessary 
that the zero-rated or effectively zero-rated sales and the input taxes subject 
of the refund fall during the same· period. 32 . 

Thus, the main issue in this case is whether or not petitioner complied 
with the requirements to claim for a refund.or tax credit under Section 112(A),. 
in particular, the existence of zero-rated or effectively zero-rated sales, to 
which the input taxes it incurred may be attributed. 

This Court has already ruled that any claim for refund or tax credit of 
unutilized input VAT must be attributable to zero-rated or effectively zero
rated sales. 

In the case of Luzon Hydro Corporation v. Comm.issioner of Internal 
Revenue (Li1zon Hydro Corporatiori),33 this Court pronounced that any claim 
for refund or tax.credit ofunutilized input VAT must be clearly established by 
evidence showing the e;istence of zero-rated or effecti:vely zero-rated sales to 
which the input VAT being refunded must be attributable, thus: 

25 

26 

27 

23 

29 

JO 

JJ 

32 

33 

The petitioner did not coompetently establish its claim for refund or 
tax credit. We agree witil. til.e CTA En Banc tJ,.at the petitioner did not 
produce evidence showing that it had zero-rated sales for the fonr 

Rollo, p. 25. 
586 Phil. 712 (20Q8). 
Rollo, p. 26. 
id. 
Id. at 23. 
Id. 
Jd. 
Id. 
721 Phil. 202 (2013). 
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quarters of taxable year 2001. As the CTAEn Banc precisely found, the 
petitioner did not reflect any zero-rated sales from its power generation 
in its four quarterly VAT returns, which indicated that it bad not made 
any sale of electricity. Had there been zero-rated sales, it would have 
reported them in the returns. Indeed, it carried the burden not only that it 
was entitled under the substantive law to the allowance of its claim for 
refund or tax credit but also that it met all the requirements for evidentiary 
substantiation of its claim before the administrative official concerned, or 
in the de novo litigation before the CTAin Division. 

Although the petitioner has co1Tectly contended here that the sale of 
electricity by a pm:ver generation company like it should be subject to zero
rated VAT under Republic Act No. 9136, ite assertion that it need not prove 
its having actually made ·zero-rated sales of electricity by presenting the 
VAT official receipts and VAT returns cannot be upheld. It ought to be 
reminded that it could not be permitted to substitute such vital and material 
documents with secondary evidence like financial statements. 

We further find to be lacking in substa.'1ce and bereft of merit the 
petitioner's insistence that the CIA En Banc should not have disregarded 
the letter opinion by BIR Regional Director Rene Q. Aguas to the effect that 
its financial statements and its return were sufficient to establish that it had 
generated zerocrated sale of electricity, To recall, the CTA En Banc rejected 
the· insistence. because, firstly, the -letter opinion referred to taxable year 
2000 but -this case related to ta."Xable. year 2001, and, secondly, even 
assumitlg for the sake of argument that the financial statements, the return 
and the letter opinion had related to taxable year 2001, they still could not 
be taken at face value for the purpose of approving the.claim for refund or 
tax credit due to the need to produce the supporting documents proving the 
existence of the zero-rated sales, which did not happen here. In that respect, 
the CIA En Banc properly disregarded the letter opinion as irrelevant to the 
present claim of the petitioner.34 

In 1'4irant, 35 this Court also clarified that the two-year prescriptive 
period for filing an .achninistrative claim for refund begins to run from the 
close of the taxable quarter when the relevant sales were made, and not from 
the time the input VAT was incurred, thus: 

34 

35 

36 

The· above proviso clearly provides in no uncertain terms that 
1muti!ized· input VAT payments not otherwise used for a11y internal 
revenue .tax· due the taxpayer must be claimed withi11 two years 
reckoned from the close of the taxable quarter when the relevant sales 
were made pertaining to the input VAT regan:Uess of whether said tax 
was paid onrnot. As the CA aptly puts it, albeit it erroneously applied the 
aforequoted Sec. 112(A), "[P]rescriptive period commences from the close 
of the taxable quarter when the sales were made and not from the time the 
input V:t\T was paid nor from the time the official receipt was issued." Thus, 
when a zero-rated VAT taxpayer pays its input-\ZI\T a year after the pertinent 
transaction, said ·taxpayer only has a year to file a claim for refund or tax 
credit of the- unutiiized creditable input VAT. The reckoning frame would 
alwavs be the end of the qua1ter when the pertinent sales or transaction was 
mad;, regardless when the input VAT was paid. 36 

Id. at 21~-215. (Emphasis supplied, citations omitted). 
Supra note 26. 
Jd. at 730. (Emphasis supplied, citation omitted) .. 
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In this case, petitioner, through its Accounting Manager, Helenio B. 
Seraspi, admitted that it had no sales during the taxable year 2011 and only 
started selling during the first quarter of 2014. Petitioner has no zero-rated or 
effectively zero-rated sales during the first to fourth quarters of taxable year 
2011. Thus, there is no output VAT against which the input VAT may be 
deducted. Hence, the input VAT incurred from the.first to fourth quarters of 
taxable year 2011 attributable thereto cannot be refunded. It is clear under 
Section l 12(A) that the refund or tax credit of unutilized input VAT 1s 
premised on the existence of zero-rated or effectively zero-rated sales. 

Accordingly, this Court finds that petitioner failed to establish its claim 
for refund or tax credit ofits unutilized input VAT for the first, second, third, 
and fourth quarters of taxable year 2011. 

Citing Mirant, petitioner contends that the phrase "relevant sales" 
pertains to its purchase of goods and services from which it incurred input 
VAT, and not from the time of its zerocrated or effectively zero-rated sales. In 
other words, petitioner argues that it had "relevant sales" in 2011 pertaining 
to its purchases in 2011 from which it incurred inpµt VAT. Thus, petitioner 
~sserts that th~ two-year prfscriptive period ~nould he rec~on:d_ with fro1:1 the 
~~{ of the said purchase .0

1
, fgoods a:nd services from which 1t mcurred mput 

This Court is not..co vinced. 
. ' 

.In Commissioner· of Internal Revenue y. Seagate Technology 
(Philippines),37 this Court explained the nature of the VAT and the entitlement 
to tax refund or .credit .of a zero-rated taxpayer, thus: 

Viewed broadlv the VAT is a uniform tax xx x levied on every . , 
importation of goods,. whether or riot in the course of trade or business, or 
imposed on each sale, barter, exchange or lease of goods or properties or on 
each rendition of services in the course of trade or business as they pass 
along the production and distribution chain, the tax being limited only to the 
value added to such goods, properties or services by the seller, transferor or 
lessor. It is an indirect tax that may be shifted or passed on to the buyer, 
transforee or lessee of 1he goods, properties or services. As such, it should 
be understood not in· tlie context of the·person or entity that is primarily, 
directly and legal-ly liable for its payment, but in terms of its nature as a tax 

· on consuinption. In either case, though, the same conclusion is arrived at. 

The iavv that originally imposed the VAT in.the country, as well as 
the subsequent amendments of that law, has been drawn from the tax credit 
method.·Such method adopted.the mechanics and self-enforcement features 
of the VAT as first implemented and practiced in Europe[.] Under the present 
method that relies on invoices, an entity can credit against or subtract from 
the VAT charged on its sales or o,Hpllts the VAT paid on its purchases, inputs 
and imports. 

" 491 Phil. 317 (2005). 
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lf at the end of a taxable quarter the output taxes charged by a seller 
are equal to the_ input taxes passed oo by the suppliers, no payment is 
required. It is when the output taxes exceed the input taxes that the excess 
has to be paid. If, however, the input taxes exceed the output taxes, the 
excess shall be carried over to t.'1e succeeding quarter or quarters. Should 
the input taxes result from zero--rated or effectively zero-rated transactions 
or from the acquisition of capital goods, .any excess over the output taxes 
shall instead be refunded to the taxpayer or credited against other internal 
revenue taxes. 

xxxx 

Zero-rated transactions generally refer to the ·export sale of goods 
and supply of services. The tax rate is set a_t zero. When applied to the tax 
base, such rate obviously results in no tax chargeable against the purchaser. 
The seller of such transactions charges no_ output tax, but can claim a refund 
of or a tax.credit certificate for the VA.T previously charged by suppliers.38 

Thus, our tax credit system allows a VAT-registered entity to credit 
against or subtract from the VAT charged on its sales or outputs the VAT paid 
on its purchases, inputs and imports. However, there are enterprises that 
engage in exportation oflocal goods and services that are subject to zero-rated 
VAT instead of th.ii- regular V:AT rate of 12°/o. The tax refund under Section 
112(A) gives option to these enterprises, since exports of this nature do not 
incur output VAT, to claim as refund or applied as a tax credit the input VAT 
that is passed on to them: Therefore, it can be said that these enterprises are 
being incentivized by providing them an option whereby their unutilized input 
VAT may be claimed as refund or tax credit. Viewed in this context, Section 
l 12(A) is clearly intended for the tax refund or credit of input VAT directly 
attributable to zero-rated or effectively zero-rated sales as a form of incentive 
given to enterprises engaged in exports of local goods and services. Thus, 
whether applied -as a refund or tax credit, the requisite of attribution to the 
zero-rated-or effectively zero~rated sales must clearly0be shown; otherwise, it 
is not covered by the provisions of Section 112(A) and the claim for refund or 
tax credit will norpro_sper. · · · -- · 

This Court agrees with the CTA En Banc that the phrase "when the 
relevant sales ,vere made" refers to zero-rated or effectively zero-rated sales, 
and not to the purchase <)f goods an.d services from which it incurred input 
VAT. 

Through a plain reading of Section 112(A), it can be inferred that the 
phrase "when the sales were made'' refers to zero-rated or effectively zero
rated sales. Based on the heading of Section 112(A), it is clear that the intent 
of the said provisioi1 is to cover only the refund or tax credits of unutilized 
input VAT attributable to zerocrated or effectively zero-rated sales. This is 
further supported in the last sentence of Section l 12(A) stating that "where 
the taxpayer is engaged in zerocrated or effectively zero-rated sale and also in 

38 Id. at 331-3:Y., (Citations omiiied). 
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taxable or exempt sale of goods or properties or services, and the amount of 
creditable input tax due or paid cannot be directly and entirely attributed to 
any one of the transactions, it shall be allocated proportionately on the basis 
of the volume of sales." This proportional allocation of the input taxes if the 
taxpayer-claimant is engaged in both zero-rated or effectively zero-rated sales 
and taxable or exempt sales clearly shows the intent of Section l 12(A) to 
restrict the refund or tax credit of unutilized input VAT only to those which 
are directly attributable to the zero-rated or effectively zero-rated sales. 

Moreover, contrary to the assertion ofpetitionet, the phrase "when the 
relevant sales were made pertaining to.the input VAT" as stated by this Court 
in Mirant, simply means that the input VAT that were incurred must be 
regarded as being related to such "relevartt sales," which should be zero-rated 
or effectively zero-rated. In other words, there must be a direct relation or 
attributability of the purchases that incurred input VAT to the "relevant sales" 
that were made. 

If We are to accept petitioner's interpretation of the ruling of this Court 
in Mirant, it will result in an absurd situation wherein the input VAT will be 
attributed fr91n the "purchase" made by petitioner or the sales made by its 
supplier, and not from the sales made ·by petitioner; which .is the taxpayer
claimant As clearly provided in Section 112(A); the creditable input VAT 
must be attributable to the sii.les· made by the taxpayer-claimant, in this case, 
the petitioner. 

Petitioner's contention that it is not necessary that the zero-rated or 
effectively zero-rated sales and input taxes subject of the refund fall during 
the same period also fails to persuade ... 

As mentioned i~ L1Jzo;, Hydro Corporation, there must be evidence 
showing the existence of zero-rated or effectively zero-rated sales to which 
the input VAT being refunded must be attributable.39 As admitted by petitioner, 
it had no· zero~rated or effectively zero-rated sales from the first to fourth 
quarters of taxable year 2011. Thus, the CTA En Banc conectly ruled as 
follows: 

39 

. It is clear from the foregoing requisites that. it is essential for the 
taxpayer0 clairriant to prove that it had zero~rated or effectively zeroarated 
sales during the vertinent tnxable quarter unto ,vhich the input VAT, which 
is sought to be refunded, can be attribl1ted to. Tlms,.petitioner must first 
establish that zerncrated er effectively zem-rated s2 !es unto which the 
input VAT can attrilmted to exist. It camwt he !he other way around 
lest it is going to be putting the rnrt before the horse. 

XXX 

Supra note 33 1 -at 213. 
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Significantly, petitioner admitted the fact that it had no zero-rated or 
effectively zero-rated sale during the l st to the 4th quarters of CY 2011 unto 
which the input taxes could be attributed to. Thus, the Court En Banc is one 
with the Court in Division in holding that: 

x x x without any zero-rated or effectively zero-rated sales 
being shown by petitioner, the attribution requirement or that 
the input tax due or paid must be attributable "to such sales" 
cannot be f\llfilled or complied with. To be clear, what is 
refundable under Section 112(A) is the input VAT attributable 
to the taxpayer-claimant's zero-rated or effectively zero-rated 
sales. Thus, petitioner's contention that the existence of zero
rated or effecti.vely zero-rated sales during the subject period 
is immaterial, has no basis in law.40 · 

It is well-settled that the taxpayer-clai . .ti:J.ant has the burden of proving 
the legal and factual bases of its claim for tax credit or refund.41 Petitioner 
failed to do so. We have held that: 

[T]ax refunds partake the nature of exemption from taxation, and as 
such, must be looked upon with disfavor. It is regarded as in derogation of 
the sovereign authority, and should be construed in strictissimi juris against 
the person ot entity cla1rriing the exernptionc' The taxpayer who claims for 
exemption mw;t justify its ciaim by the clearest grm1t of organic or statute 
law and should not be permitted to stand on vague implications. The burden 
of proof rests upon the taxpayer to establish by sufficient and competent 
evidence its entitlement to a claim for refund. 42 . · · 

In fine, petitioner is notentitled to a refund or tax credit in the amount 
of 'rl0,095,979.46,. 'r3,l34,942.99, l"l,534,692.20, and Pl,023,598.99, 
representing its unutilized input VAT for the first, second, third and fourth 
quarters, respectively, oftax:able ye~-2()11. · · 

FOR THESE REASONS, the Petition for Review on Certiorari is 
DENIED. The assailed.Decision of the Court of Tax Appeals En Banc dated 
March 14, 2019 and Resolution dated November 15, 2019 are AFFIRMED. 
Consequently, the CTA First Division's Decision dated August 18, 2017 and 
Resolution dated January 3, 2018 are AFFIRlVIED. 

SO ORDERED." 

. :JHOSE~OPEZ 
Associate Justice 

40 Rollo, pp_-72,-73. (Emphasiss1iIJµ.Eed)-:- · · - - ·· · 
41 Cotnmissioner Internal RevenJAe 1.: .. Filminera Resources_ Corporation ·G,R. No. 236325, September 
I 6, 2020, citing Atlas Consolidated lvf/niiig _and Dev 't Corp.· v.· COmmission 011 lniernai Revenue, 551 Phil. 
519,546(2007). , . . 
42 Commissipner internal .Reve~me v: Filminera Resources Corporation, supra. 
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