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exporter-buyer) can only be established upon the
thorough audit of the suppliers’ VAT returns and
corresponding books and records. It 1s, therefore,
imperative that the processing office recommends to
the concerned BIR Office the audit of the records of
the seller.”

In the meantime, the claim for input tax credit
by the exporter-buyer should be denied without
prejudice to the claimant's right to seek reimbursement
of the VAT paid, if any, from its supplier.” (Emphasis
added)

In the recent case of Hedcor, Inc. vs. Commrissioner of Internal Revenue,’ the
Supreme Court emphasized the applicability of the above-quoted ruling in
the Coral/ Bay case to RE Developers, such as petitioner:

“In Contex: Corp. v. Commisiioner of Internal Revenwe (Contex
Corp.),’ the Court held that where a taxpayer should not have
been liable for the VAT erroneously passed on to it by its
supplie  since the same was a zero-rated sale on the part of
the said supplier, and a zero-rated purchase on the part of the
taxpaye .t is the supplier, and not the taxpayer, who is the
proper party to claim such VAT refund.

This 1s further explained in Cora/ Bay—the case cited by
the CTA Division and EB---where the Court held that ‘[w]e
should also take into consideration the nature of VAT as an
indirect tax. Although the seller is statutorly liable for the
payment of VAT, the amount of the tax is allowed to be shifted
or passed on to the buyer. Howerver, repor * g and remittance
of the VAT paid to the BIR remained to be the
seller/supplier’s obligation. Hence, the proper party to seek
the tax refund or credit should be the suppliers[.]’

Although the foregoing cases involved entities
situated in freeports and ecozones, the same principle
may be applied to R developers who are similarly
situated. Like entities within the ecozones, the sale of
suppliers to RE developers may be zero-rated sales (from
the point of view of the supplier) and zero-rated purchases
(from the point of view of the F™ developer).

Thus, following Contex Corp. and Coral Bay, if the
taxpayer with zero-rated purchases—such as RE
develor -~ or entities within ecozones—mistakenly pays
input V... on its purchases, the proper recourse of the
said taxpayet is not to file an administrative or judicial
claim for refund under Section 112, but to claim
reimbursement from its suppliers of goods and services
who mistakenly shifted output VAT.”  ([Emphases and
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¢ G.R. No. 250313, July 22, 2024,
7477 Phi. 442 (2004) [Per J. Quisumbing, Second Division].






