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SINGH, J.:

Before the Court is a Petition for Review on Certiorari[1] (Petition for Review) under Rule 45 of the Rules of
Court assailing the Decision,[2] dated June 30, 2020, and the Resolution,[3] dated March 2, 2021, of the Court of
Tax Appeals (CTA) En Banc, in CTA EB No. 2005. The CTA En Banc affirmed the Decision, dated July 27,
2018, and the Resolution, dated January 15, 2019, of the CTA First Division, in CTA Case No. 9133, which
granted Semirara Mining and Power Corporation's (SMPC) claim for refund or issuance of tax credit certificate
amounting to PHP 27,341,714.00, allegedly representing the Value-Added Tax (VAT) illegally collected from or
erroneously paid by SMPC on its importation or partial shipment of diesel.[4]

The Facts

On February 9, 2013, pursuant to Revenue Regulations No. 2-2012,[5] the Bureau of Internal Revenue (BIR)
assessed and demanded SMPC to pay VAT on importation on its partial shipment of fuel.[6]

In a letter, dated August 15, 2013, SMPC filed a protest against the said assessment, invoking its tax exemption
privilege under Presidential Decree No. 972, otherwise known as "The Coal Development Act of 1976," as well
as BIR Ruling No. DA-002-2006, in view of its Coal Operating Contract (COC) with the government.[7]

On September 3, 2013, SMPC paid under protest the assessed amount of PHP 27,341,714.00.[8]

Subsequently, SMPC filed a Petition for Declaratory Relief before the Regional Trial Court of Makati City (RTC)
against the respondent Commissioner of Internal Revenue (CIR), the Secretary of Finance, and the Commissioner
of Customs. In its petition, SMPC sought a judicial declaration that Revenue Regulations No. 2-2012 does not
apply to it and that its direct importation of fuel for its own use and consumption is not subject to VAT and excise
tax.[9]

After trial, the RTC granted SMPC's Petition for Declaratory Relief, ruling that, in light of the tax exemption
granted under Presidential Decree No. 972 and the COC, Revenue Regulations No. 2-2012 does not apply to
SMPC's direct importation of petroleum and petroleum products.[10]

Thereafter, on May 29, 2015, SMPC filed a formal claim with the BIR for the refund of the alleged illegally
collected VAT.[11]

When the CIR failed to act on the refund claim within the reglementary period, SMPC filed a Petition for Review
before the CTA on September 1, 2015.[12]

In its Answer, the CIR asserted the following as Special and Affirmative Defenses: (1) that Section 16 of
Presidential Decree No. 972 has already been repealed, thereby rendering SMPC liable for excise tax and VAT;
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and (2) that Revenue Regulations No. 2-2012 does not violate the non-impairment clause of the 1987
Constitution.[13]

The Ruling of the CTA First Division

After trial on the merits, and upon submission of the parties' respective memoranda, the CTA First Division
rendered a Decision, dated July 27, 2018, granting SMPC's Petition for Review:

WHEREFORE, premises considered, the instant Petition for Review is GRANTED. Accordingly, [the CIR] is
ORDERED TO REFUND in favor of [SMPC] the amount of [PHP] 27,34[1],714.00, representing the VAT
illegally collected from or erroneously paid by [SMPC] on its importation/partial shipment of diesel.

SO ORDERED.[14] (Emphasis in the original)

Aggrieved, the CIR filed a Motion for Reconsideration,[15] which was denied by the CTA First Division in its
Resolution, dated January 15, 2019.[16]

This prompted the CIR to file a Petition for Review before the CTA En Banc, arguing, among others, that Section
16 of Presidential Decree No. 972 was repealed by Section 534 of Republic Act No. 7160, or the Local
Government Code (LGC), and that Section 193 of the LGC withdrew all existing tax exemptions granted prior to
its enactment, making SMPC liable for excise tax and VAT on all importations.[17]

The Ruling of the CTA En Banc

On June 30, 2020, the CTA En Banc rendered the assailed Decision[18] denying the CIR's Petition for Review for
lack of merit, thus:

WHEREFORE, premises considered, the Petition for Review[,] dated filed on (sic) February 15, 2019[,] is
DENIED for lack of merit. Accordingly, the assailed Decision[,] dated July 27, 2018[,] and Resolution[,] dated
January 15, 2019[,] are AFFIRMED.

SO ORDERED.[19] (Emphasis in the original)

The CTA En Banc concurred with the CTA First Division's ruling that, although Section 16 of Presidential
Decree No. 972 was expressly included in the repealing clause of the LGC, only the portions of the decree that are
inconsistent with the LGC—specifically, the exemption from local taxes—were repealed, modified, or amended.
Upon the effectivity of the LGC, only SMPC's exemption from local taxes under Section 16 of Presidential
Decree No. 972 was withdrawn. Consequently, SMPC's exemption from national taxes, including VAT and
excise tax, as well as duties and taxes on importation, remains in force.[20]

Hence, this Petition for Review before the Court.

The Issue

Has SMPC's exemption from VAT and excise tax under Section 16 of Presidential Decree No. 972 been repealed
by the LGC?

The Ruling of the Court

The Petition for Review is denied for lack of merit.

Section 534(e) of the LGC did not expressly repeal Section 16 of Presidential Decree No. 972 in its entirety

Presidential Decree No. 972, or the Coal Development Act of 1976, promotes an accelerated exploration,
development, exploitation, production, and utilization of coal in the Philippines. In order to develop the market for
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domestic coal production, Section 16 of the statute grants tax exemptions to operators that have coal operating
contracts with the government, thus:

Section 16. Incentives to Operators. The provisions of any law to the contrary notwithstanding, a contract
executed under this Decree may provide that the operator shall have the following incentives:

a.

Exemption from all taxes except income tax;

b.

Exemption from payment of tariff duties and compensating tax on importation of machinery and equipment
and spare parts and materials required for the coal operations subject to the following conditions:

1.

that machinery, equipment, spare parts and materials of comparable price and quality are not manufactured in
the Philippines;

2.

that the same are directly and actually needed and will be used exclusively by the operator in its operations or
in operation for it by a contractor;

3.

That they are covered by shipping documents in the name of the operator to whom the shipment will be
delivered directly by the customs authorities; and

4.

that prior approval of the Energy Development Board was obtained by the operator before the importation of
such machinery, equipment, spare parts and materials, which approval shall not be unreasonably withheld;
Provided, however, that the operator or its contractor may not sell, transfer, or dispose of the machinery,
equipment, spare parts and materials without the prior approval of the Energy Development Board and
payment of taxes and duties thereon; Provided, further, that should the operator or its contractor sell, transfer,
or dispose of these machinery, equipment, spare parts or materials without the prior approval of the Energy
Development Board, it shall pay twice the amount of the taxes and duties thereon; Provided, finally, that the
Energy Development Board shall allow and approved the sale, transfer or disposition of the said items without
tax if made:

a.

to another operator under a coal operating contract;
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b.

for reasons of technical obsolescence; or

c.

for purposes of replacement to improve and/or expand the operation under the coal operating contract.

x x x[21] (Emphasis supplied)

However, the CIR argues that Section 16 of Presidential Decree No. 972 was expressly repealed by Section
534(e) of the LGC,[22] which provides:

Section 534. Repealing Clause. -

(e) The following provisions are hereby repealed or amended insofar as they are inconsistent with the
provisions of this Code: Sections 2, 16 and 29 of Presidential Decree No. 704; Section 12 of Presidential
Decree No. 87, as amended; Section 52, 53, 66, 67, 68, 69, 70, 71, 72, 73, and 74 of Presidential Decree No.
463, as amended; and Section 16 of Presidential Decree No. 972, as amended... (Emphasis supplied)

The CIR is mistaken.

It is worth emphasizing that two distinct legal terms, i.e., "repealed" and "amended," were used by Congress in
characterizing the effect of the enactment of the LGC on Section 16 of Presidential Decree No. 972.

In order to arrive at the correct interpretation of the effect of the enactment of the LGC on Section 16 of
Presidential Decree No. 972, there is a need to define and distinguish the terms "repeal" and "amendment."
Black's Law Dictionary distinguishes these two terms in the following manner:

Repeal. The abrogation or annulling of a previously existing law by the enactment of a subsequent statute
which declares that the former law shall be revoked and abrogated (which is called "express" repeal), or which
contains provisions so contrary to or irreconcilable with those of the earlier law that only one of the two
statutes can stand in force (called "implied" repeal). To revoke, abolish, to rescind or abrogate by authority.

Amendment distinguished. "Repeal" of a law means its complete abrogation by the enactment of a subsequent
statute, whereas the "amendment" of a statute means an alteration in the law already existing, leaving some
part of the original still standing.[23] (Emphasis supplied)

Notably, the term "repeal" has also been used when specific provisions of a statute are expressly revoked or
abrogated by a subsequent law. Examples of these are Section 534(c)[24] and Section 534(e) of the LGC. Thus,
there is "repeal" when a prior statute is completely revoked by the enactment of a subsequent law either expressly
or impliedly, or when specific statutory provision or provisions are expressly abrogated completely by a
subsequent statute.

Therefore, on its face, Section 534(e) does not necessarily repeal Section 16 of Presidential Decree No. 972 in its
entirety. In determining whether Section 16 of Presidential Decree No. 972 has been repealed by the LGC, there is
a need to determine whether the entirety of the said provision is inconsistent with the provisions of the LGC.

Section 16 of Presidential Decree No. 972 was only amended insofar as it grants exemption from local taxes,
pursuant to Section 534(e) in relation to Section 193 of the LGC
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The CIR banks on the strict literal interpretation of Section 193 of the LGC to advance the argument that it is
inconsistent with Section 16 of Presidential Decree No. 972. The provision states:

Section 193. Withdrawal of Tax Exemption Privileges. - Unless otherwise provided in this Code, tax
exemptions or incentives granted to, or presently enjoyed by all persons, whether natural or juridical, including
government-owned or controlled corporations, except local water districts, cooperatives duly registered under
R.A. No. 6938, non-stock and non-profit hospitals and educational institutions, are hereby withdrawn upon the
effectivity of this Code. (Emphasis supplied)

Since this provision uses the phrase "tax exemptions or incentives," without qualification as to whether it only
applies to local taxes, the CIR is of the position that all tax exemptions or incentives prior to the enactment of the
LGC, including exemptions from national taxes, have been withdrawn.

The CIR is grasping at straws.

It is, indeed, a basic rule in statutory construction that "when the law is clear and unambiguous, the court is left
with no alternative but to apply the same according to its clear language."[25] However, the Court finds that, at
the very least, there is an ambiguity as to the scope of withdrawal of tax exemption privileges, particularly as to
whether it also operates to withdraw prior exemptions from national revenue taxes. This is especially true since,
insofar as taxation is concerned, the LGC's scope is limited only to the exercise by local government units
(LGUs), i.e., provinces, cities, municipalities, and barangays, of their taxing and other revenue-raising
powers.[26]

On this score, the Court also recognizes the rule in statutory construction that a law's provisions must not be
interpreted in isolation, but must be construed together with the entirety of the statute. In Taganito Mining
Corporation v. Commissioner of Internal Revenue,[27] the Court, citing Fort Bonifacio Development Corporation
v. Commissioner of Internal Revenue,[28] ruled that:

A law must not be read in truncated parts; its provisions must be read in relation to the whole law. It is the
cardinal rule in statutory construction that a statute's clauses and phrases must not be taken as detached and
isolated expressions, but the whole and every part thereof must be considered in fixing the meaning of any of
its parts in order to produce a harmonious whole. Every part of the statute must be interpreted with reference to
the context, [i.e.], that every part of the statute must be considered together with other parts of the statute and
kept subservient to the general intent of the whole enactment.

In construing a statute, courts have to take the thought conveyed by the statute as a whole; construe the
constituent parts together; ascertain the legislative intent from the whole act; consider each and every provision
thereof in the light of the general purpose of the statute; and endeavor to make every part effective, harmonious
and sensible.[29]

As such, in construing the scope of Section 193 of the LGC, the entirety of the statute needs to be considered. The
LGC was enacted to implement the constitutional mandate to provide for a more responsive and accountable local
government structure instituted through a system of decentralization. The 1987 Constitution has also delegated the
power to tax to the LGUs by authorizing them to create their own sources of income that would make them
self-reliant.[30] Under its Declaration of Policy, the LGC declares:

It is hereby declared the policy of the State that the territorial and political subdivisions of the State shall enjoy
genuine and meaningful local autonomy to enable them to attain their fullest development as self-reliant
communities and make them more effective partners in the attainment of national goals. Toward this end, the
State shall provide for a more responsive and accountable local government structure instituted through a
system of decentralization whereby local government units shall be given more powers, authority,
responsibilities, and resources. The process of decentralization shall proceed from the national government to
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the local government units.[31]

Additionally, Section 3(d) of the LGC provides one of the operative principles of decentralization, i.e., that LGUs
may create or broaden their own sources of revenue:

The vesting of duty, responsibility, and accountability in local government units shall be accompanied with
provision for reasonably adequate resources to discharge their powers and effectively carry out their functions:
hence, they shall have the power to create and broaden their own sources of revenue and the right to a just
share in national taxes and an equitable share in the proceeds of the utilization and development of the national
wealth within their respective areas;

Further, Section 193 is under Book II (Local Taxation and Fiscal Matters), Title I (Local Government Taxation)
of the LGC. Section 128, Chapter I, Title I, Book II provides the scope of the provisions of the title on Local
Government Taxation, thus:

Section 128. Scope. - The provisions herein shall govern the exercise by provinces, cities, municipalities, and
barangays of their taxing and other revenue-raising powers.

Also worth noting is the provision immediately preceding Section 193, which expressly authorizes LGUs to grant
tax exemption privileges:

Section 192. Authority to Grant Tax Exemption Privileges. - Local government units may, through ordinances
duly approved, grant tax exemptions, incentives or reliefs under such terms and conditions as they may deem
necessary.

It is clear, therefore, that the withdrawal of tax exemption privileges under Section 193 of the LGC pertains to
exemptions from local taxes, intended to broaden the tax base of LGUs and grant them discretion on which
persons and transactions may be exempt, consistent with the State policy of ensuring local autonomy. This intent
was recognized by the Court in Manila Electric Company v. The City Assessor of Lucena City,[32] thus:

Taking into account the above-mentioned provisions, the evident intent of the [LGC] is to withdraw/repeal all
exemptions from local taxes, unless otherwise provided by the Code. The limited and restrictive nature of the
tax exemption privileges under the [LGC] is consistent with the State policy to ensure autonomy of local
governments and the objective of the [LGC] to grant genuine and meaningful autonomy to enable local
government units to attain their fullest development as self-reliant communities and make them effective
partners in the attainment of national goals. The obvious intention of the law is to broaden the tax base of local
government units to assure them of substantial sources of revenue.[33] (Emphasis supplied)

Based on the foregoing, the Court rules that the LGC did not repeal, but merely amended, Section 16 of
Presidential Decree No. 972, withdrawing only the exemption from local taxes. Consequently, SMPC's exemption
from national taxes, including VAT and excise taxes on its importations under Section 16 of Presidential Decree
No. 972, remains effective.

FOR THESE REASONS, the Petition for Review on Certiorari is DENIED. The Decision, dated June 30, 2020,
and the Resolution, dated March 2, 2021, of the Court of Tax Appeals En Banc in CTA EB No. 2005 are
AFFIRMED.

SO ORDERED.

Caguioa (Chairperson), Inting, Gaerlan, and Dimaampao, JJ., concur.

[1] Rollo, pp. 9-26.
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[2] Id. at 32-46. Penned by Associate Justice Ma. Belen M. Ringpis-Liban and concurred in by Presiding Justice
Roman G. Del Rosario and Associate Justices Juanito C. Castañeda, Jr., Erlinda P. Uy, Esperanza R.
Fabon-Victorino, Catherine T. Manahan, Jean Marie A. Bacorro-Villena, and Maria Rowena Modesto-San Pedro
of the Court of Tax Appeals En Banc, Quezon City.

[3] Id. at 28-30. Penned by Associate Justice Ma. Belen M. Ringpis-Liban and concurred in by Presiding Justice
Roman G. Del Rosario and Associate Justices Juanito C. Castañeda, Jr., Erlinda P. Uy, Catherine T. Manahan,
Jean Marie A. Bacorro-Villena, and Maria Rowena Modesto-San Pedro of the Court of Tax Appeals En Banc,
Quezon City.

[4] Id. at 32.

[5] Entitled "Tax Administration Treatment of Petroleum and Petroleum Products Imported in the Philippines
including those coming in through Freeport Zones and Economic Zones and Registration of All Storage Tanks,
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[6] Rollo, p. 33.

[7] Id. at 34.
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[16] Id. at 33, 35.
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[21] Presidential Decree No. 972 (1976), sec. 16.

[22] Rollo, p. 14.

[23] BLACK'S LAW DICTIONARY 1299 (Revised 6[th] Ed., 1991).

[24] LOCAL GOV'T. CODE, sec. 534(c) states:

Section 534. Repealing Clause. -
. . . .
(c) The provisions of Sections 2, 3, and 4 of Republic Act No. 1939 regarding hospital fund; Section 3, a (3)
and b (2) of Republic Act No. 5447 regarding the Special Education Fund; Presidential Decree No. 144 as
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amended by Presidential Decree Nos. 559 and 1741; Presidential Decree No. 231 as amended; Presidential
Decree No. 436 as amended by Presidential Decree No. 558; and Presidential Decree Nos. 381, 436, 464, 477,
526, 632, 752, and 1136 are hereby repealed and rendered of no force and effect.

[25] Iloilo I Electric Cooperative, Inc. v. Executive Secretary Bersamin, 956 Phil. 908, 917 (2024) [Per J.
Zalameda, En Banc].

[26] LOCAL GOV'T CODE, sec. 128.

[27] 900 Phil. 157 (2021) [Per J. Leonen, Third Division].

[28] 617 Phil. 358 (2009) [Per J. Leonardo-De Castro, En Banc].

[29] Taganito Mining Corporation v. Commissioner of Internal Revenue, 900 Phil. 157, 165-166 (2021) [Per J.
Leonen, Third Division].

[30] Congressman Mandanas v. Exec. Sec. Ochoa, 835 Phil. 97, 143 (2018) [Per J. Bersamin, En Banc].

[31] LOCAL GOV'T. CODE, sec. 2 (a).

[32] 765 Phil. 605 (2015) [Per J. Leonardo-De Castro, First Division].

[33] Id. at 630.

BATAS.org - Philippine Law Library G.R. No. 255900, January 20, 2026

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 8 of 9

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library G.R. No. 255900, January 20, 2026

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 9 of 9

Study hands-free: podcast-style lessons with read-along highlighting - batas.org


