
In one of the episodes of Suits when Mike Ross 
was being tried for fraud, for impersonating a 
lawyer, Donna Paulsen was questioned by Anita 

Gibbs. When asked if she knew whether Mike went 
to Harvard Law School, this question caught her 
off guard and prompted her to invoke the Fifth 
Amendment. While watching this episode, I was 
amazed that even on TV shows, the characters 
know their rights. It’s hard not to make com-
parisons to taxpayers in terms of understanding 
rights. In tax assessment cases, many taxpayers 
may be unaware of their basic 
rights. As such, this article 
will briefly discuss one of the 
substantive requirements in 
assessment cases — The Notice 
of Informal Conference (NIC) or 
Notice of Discrepancy (NoD).

WHAT IS NIC?
As a rule, the BIR has 240 days (for large taxpayers) 
and 180 days (for taxpayers registered with Revenue 
District O�  ces) from the date of issuance of the 
electronic Letter of Authority (LoA) to complete the 
examination of the taxpayer’s books of account and 
other accounting records. 

After the examination is completed, the BIR 
issues the NIC to the taxpayer. It is a written notice 
issued to the taxpayer that informs him of the details 
of the initial tax fi ndings made by the authorized 
Revenue O�  cers of the BIR. The taxpayer is given  15 
days to submit explanations for the tax fi ndings and 
supporting documents.

The issuance of the NIC is part of the due process 
requirement in the issuance of a defi ciency tax 
assessment, as outlined by Revenue Regulations 
(RR) No. 12-99 to implement the provisions of the 
National Internal Revenue Code of 1997 (Tax Code), 
as amended.  

WHAT IS NOD?
However, in RR No. 18-13, the NIC was removed from 
the due process requirement to expedite the assess-
ment process and prevent corruption by limiting 
interaction between the taxpayer and the revenue 
case o�  cers. Recognizing that the NIC is an integral 
part of the due process, the BIR reinstated the NIC 
at the beginning of 2018 through RR No. 7-2018. 
Further amendment by RR No. 22-2020 renamed the 
NIC to NoD.

The discussion of the NoD should not exceed  30 
days from the taxpayer’s receipt of the notice. During 
the discussion, the taxpayer is given the opportunity 
to present its side of the case, explain any discrepan-
cies found during the investigation of the Revenue 
O�  cers, and submit supporting documents explain-
ing its arguments.

ABSENCE OF NIC VIOLATES RIGHT TO
DUE PROCESS
In Court of Tax Appeals (CTA) En Banc (EB) Case 

No. 2229, dated March 27, 2023, 
the CTA had the opportunity to 
rule on the importance of the 
NIC. In that case, the tax au-
thorities contested the Court’s 
decision to cancel defi ciency 
tax assessments for the taxable 

year 2008, on the grounds that the taxpayer’s right 
to due process had been violated. The tax authori-
ties argued that the assessment notices and even 
the Final Decision of Disputed Assessment (FDDA) 
issued to the taxpayer were properly served to the 
taxpayer’s registered addressed and authorized 
persons, contrary to the taxpayer’s claim. The Court 
agreed with the argument of the tax authorities 
that the assessment notices and FDDA were prop-
erly served. However, the Court noted that an NIC 
was not issued prior to the issuance of the assess-
ment notices and FDDA, resulting in a violation of 
due process. 

Considering the importance of the NIC/
NoD, the Court emphasized the mandatory and 
corresponding due process requirement in the 
issuance of a defi ciency tax assessment. In the 
 aforementioned case, the CTA ruled in favor of the 
taxpayer by rea�  rming its decision, prohibiting 
the collection of assessed defi ciency tax by the tax 
authorities against the taxpayer for violation of 
the right to due process. In the case at bar, the tax 
authorities did not issue an NIC but issued a Post 
Reporting Notice (PRN).

The tax authorities contend that there is no 
violation of due process since the PRN and the NIC 
serve the same purpose of informing the taxpayer 
of defi ciency taxes and providing an opportunity 
to explain its side before the issuance of the Pre-
liminary Assessment Notice. However, the Court re-
jected the tax authorities’ arguments and explained 
that the issuance of the NIC has been recognized as 

part of the due process requirement from the time 
of the 1977 Tax Code. The implementing regula-
tion of the 1977 Tax Code, RR No. 12-1985, states 
that the BIR must send the taxpayer an NIC. This 
requirement was retained in RR No. 12-99 when 
the Tax Code of 1977 was amended by the Tax Code 
of 1997, as amended. Although the issuance of RR 
No. 18-2013 removed this requirement, it was later 
reinstated by RR No. 7-2018. Furthermore, at the 
time the PRN was issued, the governing regulation 
was RR No. 12-99, and there was no indication that 
an NIC was issued by the tax authorities. The Court 
was not convinced by the tax authorities’ argument 
that the PRN issued to the taxpayer served as the 
NIC required under RR No. 12-99 because the PRN 
did not include an invitation to schedule a confer-
ence or discussion between the tax authorities and 
the taxpayer.

In a similar vein, the Supreme Court ruled in 
G.R. No. 172598 that a taxpayer is deprived of due 
process when the tax authorities fail to issue an NIC 
as required by RR No. 12-99.

Based on the above rulings, it is clear that 
the NIC, now NoD, is an integral part of due 
process. An assessment case is considered void 
if the taxpayer’s due process rights are violated. 
When it comes to the power of the State to tax 
versus an individual’s right to due process, the 
scale favors the taxpayer’s right to due process. 
As taxpayers, it is crucial that we are aware of 
our basic rights and equipped with knowledge 
so that we are not deprived of our rights and 
placed at a significant disadvantage in tax as-
sessment cases. 

Luckily for Donna, she knew her rights. Let us be 
reminded that we should know ours too.

Let’s Talk Tax is a weekly newspaper column of 
P&A Grant Thornton that aims to keep the public 
informed of various developments in taxation. This 
article is not intended to be a substitute for compe-
tent professional advice.
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THE National Power Corp. (Na-
pocor) said it plans to borrow 
P10 billion from Land Bank of 
the Philippines (LANDBANK) 
to keep its Small Power Utilities 
Group (SPUG) running in the 
face of higher diesel prices.

Fernando Martin Y. Roxas, 
Napocor president, said that Na-
pocor is planning to borrow more 
from LANDBANK on top of the P5 
billion Napocor obtained earlier.

“ We’re hoping to get it by 
August or September this year. 
Hopefully by August this year,” 
Mr. Roxas told reporters at an 
energy conference.

Napocor serves remote areas 
not connected to the grid through 
SPUG, which mainly operates 
diesel power plants.

He said the P10 billion is 
e s t i m a t e d  t o  b e  s u f f i c i e n t 
t o  f u n d  N a p o c o r ’s  f u e l  r e -

q u i r e m e n t s  f o r  t h e  r e s t  o f 
the year.

Mr. Roxas said the plan to seek 
financing has been lodged with 
the Monetary Board.

“ We already asked for the 
Monetary Board’s approval and 
are beginning to apply for the sov-
ereign guarantee,” he said.

In March, Napocor announced 
that it will no longer go ahead 
with an earlier plan to reduce 

the operating hours of its SPUG 
power plants.

The plan to reduce operating 
hours had been fl oated at a time 
of unusually high diesel prices, 
following the outbreak of the 
Russia-Ukraine war.

Napocor has since pivoted to 
the expansion of off-grid renew-
able energy (RE) power plants, 
with a target of going full RE before 
2030. — Ashley Erika O. Jose 

Napocor seeking P10B from
LANDBANK as diesel bill rises ASSISTANT Transport Secretary Jose 

Arturo M. Tugade said his departure 
from the Land Transportation O�  ce 
(LTO) was the result of  a confl icting 
ideas on how to run the o�  ce with 
the Department of Transportation 
(DoTr), its parent agency. 

“For this reason, I am stepping 
down so Secretary Jaime J. Bautista 
will have the free hand to choose 
who he can work best with,” Mr. 
Tugade said in a statement. 

“Even as the Department of 
Transportation (DoTr) and LTO both 
aim to succeed in serving the public, 
our methods to achieve that success 
di� er,” Mr. Tugade said.   

Mr. Tugade did not elaborate on 
his di� erences with the DoTr.  

The resignation takes e� ect on 
June 1. 

Mr. Tugade took o�  ce on Nov. 
17, 2022. He is the son of the former 
Transport Secretary, Arthur P. 
Tugade. 

“I will continue to root for the 
LTO’s success even as a private 
citizen, because I will always share in 
Secretary Bautista’s belief that our 
o�  ces can be a formidable force for 
good in our country,” he said.  

In a separate statement, Mr. Bau-
tista said that the DoTr will recom-
mend to the O�  ce of the President a 
new o�  cial to head the LTO. 

“We extend our appreciation to 
Assistant Secretary Tugade for his 

seven-month stint as Assistant Sec-
retary of the LTO,” Mr. Bautista said. 

“His pursuit of service innova-
tions at LTO benefi ted the public, for 
which this o�  ce is grateful,” he said. 

During his term, Mr. Tugade 
introduced electronic systems, online 
renewal options, a cap on driving 
school rates, incentives for electric 
vehicle users, and a three-year valid-
ity period for registering motorcycles 
with engine displacements of 200 
cubic centimeters and below.

Late Monday, the Palace 
announced in a statement the ap-
pointment of Roque I. Verzosa III as 
regional director of the LTO-National 
Capital Region (NCR).

The appointment signals the 
merger of LTO’s the two NCR o�  ces, 
the Palace said.

“With the appointment of Mr. 
Verzosa, the LTO-NCR East and the 
LTO-NCR West are now merged into 
one regional o�  ce, which shall be 
composed of at least 65 fi eld district 
o�  ces, extension o�  ces, licensing 
centers, including those located at 
malls, and other similar o�  ces,” the 
Palace said.

Before the appointment, Mr. Ver-
zosa had served as o�  cer-in-charge 
regional director of LTO-NCR-West 
starting October 2022. He also held 
the position of assistant regional 
director of LTO-NCR-West. — Justine 
Irish D. Tabile 

LTO’s Tugade says departure 
will give Transport department 
‘free hand’ in running agency

MINING COMPANIES are in-
creasingly being evaluated by 
their buyers over the type of en-
ergy they use in their operations, 
an industry o�  cial said.

“A new ethic in doing business, 
particularly in the mining indus-
try, is now emerging worldwide,” 
O� shore Mining Chamber of the 
Philippines, Inc. Chairman Mi-
chael Raymond A. Aragon said in 
a statement.

Mr. Aragon said that miners 
are now being required to dis-
close to their buyers the types of 
energy they use.

“If the energy source used 
for mining is not clean or green 

then most buyers will refuse the 
miner’s business,” he said.

“We welcome this new emerg-
ing norm in doing business trans-
actions internationally especially 
in the mining industry... we all 
have to act on the urgent need to 
fi ght the global climate emergen-
cy that threatens humanity with 
species extinction if not abated 
soon,” he added.

Michael L. Ricafort, chief 
economist from the Rizal Com-
mercial Banking Corp., said de-
mand for clean energy in supply 
chains is largely driven by com-
panies who are being rated on 
their performance on environ-

mental, social, and governance 
(ESG) criteria.

He said ESG drives many 
companies to “further reduce, if 
not eliminate, carbon emissions/
footprint in the coming years” 
with the encouragement of insti-
tutional investors and regulators.

“This encourages the shift 
towards more renewable and sus-
tainable power/energy and other 
business practices as the cost of 
renewable power such as wind, 
solar, hydro, among others has de-
creased in recent years,” he said in 
a Viber message.

However, Mr. Ricafort said 
some miners in the Philippines 

remain constrained due to the 
lack of access to renewable power.

“One of the challenges includes 
the need to bring in/roll out more 
renewable power capacity in the 
country and reduce dependence on 
non-renewable power sources such 
as coal and other petroleum-based 
energy/hydrocarbons,” he said.

The Department of Energy 
estimates that renewable energy 
(RE) capacity increased 4% to 
8,255 megawatts in 2022.

RE currently accounts for 29% 
of the energy mix, with a target 
to expand to 35% by 2030 and 
50% by 2040. — Sheldeen Joy 
Talavera

Miners facing scrutiny over type of energy used

A RETRENCHMENT PLAN 
for Duty Free Philippines Corp. 
(DFPC) runs counter to a govern-
ment pledge to raise employment 
in the tourism industry over the 
next fi ve years, a labor group said.

“The Federation of Free Work-
ers (FFW) is committed to sup-
porting initiatives to generate jobs 
from tourism,” FFW President Jose 
G. Matula said in a Viber message.

“To protect jobs in the indus-
try, FFW urgently calls on the 
government to halt the ongoing 
downsizing plan and worker re-
trenchment within DFPC.”

In March, DFPC released the 
implementing rules and regu-
lations for its rightsizing plan, 
which the FFW said could lead 
to the retrenchment of over 700 
rank-and-file employees.

The retrenchment plan is au-
thorized by Republic Act 10149 
or the Government-Owned and 
-Controlled Corporation Gover-
nance Act of 2011.

DFPC had not replied to a re-
quest for comment at the deadline.

Mr. Matula said the govern-
ment should ensure security of 
tenure for government employ-
ees in the tourism industry.

“The government should avoid 
any unnecessary terminations 
and explore alternative measures 
such as retention, redeployment, 
and performance evaluations to 
ensure the workforce remains 
intact and productive,” he said.

The Department of Tourism 
(DoT) hopes to generate 34.7 
million tourism-related jobs and 

take in 51.9 million international 
arrivals by 2028, according to the 
recently approved National Tour-
ism Development Plan.

Last week, President Fer-
dinand R. Marcos, Jr. approved 
the plan, which aims to establish 
a  tourism industry “anchored 
on Filipino culture, heritage and 
identity which aims to be sustain-
able, resilient and competitive in 
order to transform the country as 
a tourism powerhouse.”

Jose Enrique A. Africa, ex-
ecutive director of the think 
tank IBON Foundation, said the 

government should also consider 
workers’ rights as well as tour-
ism’s impact on the environment 
and local communities.

“We’d also be concerned about 
the obsession with metrics for tour-
ism success like investment, rev-
enue and visitors yet heedless of the 
economic rights of workers in the 
industry,” he said in a Viber message.

“An industrialized economy 
is the only real and sustainable 
source of economic dynamism 
and strength for the Philippines.”

The government should look 
to the modernization of agri-

culture and industrialization in 
fostering development and job 
creation, Mr. Africa added.

This year, the DoT aims to at-
tract 4.8 million international 
tourists and set a revenue target 
of P316 billion from foreign tour-
ist spending. The revenue goal 
for domestic tourist spending is 
P1.93 trillion.

The Philippines has logged 
2.029 million international visi-
tors and P168.5 billion in visitor 
receipts in the four months to 
April, according to the Tourism 
department. 

Labor sector pushes back against proposal to restructure Duty Free PHL
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