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Title: Commissioner of Internal Revenue vs. Mirant (Philippines) Operations, Corporation

Facts:
The cases involve two consolidated petitions for review on certiorari under Rule 45 of the
Rules of Court. The Commissioner of Internal Revenue (CIR) sought the reversal of rulings
by the Court of Tax Appeals (CTA) En Banc, which pertained to refund or tax credit claims
by Mirant (Philippines) Operations, Corporation. Mirant, engaged in the management and
operation of power generating plants, filed income tax returns (ITRs) for fiscal years ending
June 30, 1999, and December 31, 1999, showing net losses but with significant unutilized
tax credits. Mirant carried over these tax credits to subsequent years and eventually filed a
claim for tax refund/tax credit for fiscal years ending June 30, 1999, the interim period from
July 1, 1999, to December 31, 1999, and the calendar year ending December 31, 2000.

As the two-year prescriptive period for filing a judicial claim was nearing without action
from the BIR, Mirant filed a Petition for Review with the CTA. The CTA First Division
partially granted Mirant’s claim but only for taxable year 2000, denying the claim for fiscal
year 1999 as Mirant had opted to carry over unutilized tax credits,  an option deemed
irrevocable  under  Section  76  of  the  National  Internal  Revenue  Code  (NIRC)  of  1997.
Following unsuccessful motions for reconsideration, both parties filed separate petitions for
review with the CTA En Banc, which eventually were dismissed, leading to the filing of the
petitions for review with the Supreme Court.

Issues:
1. Whether the CTA erred in law by granting Mirant a refund/tax credit for taxable year
2000.
2. Whether Mirant is entitled to additional refund/tax credit for fiscal year ending June 30,
1999, and the interim period from July 1, 1999, to December 31, 1999, despite having
previously opted to carry over the excess creditable withholding taxes.

Court’s Decision:
The Supreme Court upheld the CTA En Banc’s decisions, affirming that once the option to
carry over unutilized tax credits is exercised, it becomes irrevocable, precluding any claims
for refund or issuance of a tax credit certificate for those amounts. For taxable year 2000,
the court found that Mirant had complied with all the legal requirements for a tax refund
and was thus entitled to the refund of its unutilized creditable withholding taxes.

Doctrine:
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The  irrevocability  rule  under  Section  76  of  the  NIRC of  1997  mandates  that  once  a
corporation chooses to carry over excess quarterly income tax as a credit against income tax
due for  succeeding taxable  years,  such option is  binding and irreversible,  barring the
corporation  from  subsequently  applying  for  a  tax  refund  or  issuance  of  a  tax  credit
certificate for the same excess credit.

Class Notes:
– The two-year prescriptive period for filing a claim for tax refund/credit is provided under
Section 229 of the NIRC of 1997.
– Section 76 of the NIRC of 1997 outlines the tax treatment of quarterly corporate income
tax payments, including the carry-over option and its irrevocability.
– Conditions for a tax refund include filing within the two-year period, declaring income as
part  of  gross  income,  and  establishing  the  fact  of  withholding  through  appropriate
documentation.
– The CTA’s findings, especially on technical issues within its expertise, are given high
respect and are seldom overturned unless there is clear abuse of discretion.

Historical Background:
This legal battle underscores the complex nature of tax administration and the implications
of  tax  planning  decisions  by  corporations,  especially  concerning  the  carry-over  of  tax
credits. The irrevocability rule was designed to reduce administrative burdens and prevent
potential abuses in the tax system, emphasizing the importance of careful tax strategy and
compliance for businesses.


