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07 December 2022

MR. ALFREDO E. PASCUAL

Secretary, Department of Trade and Industry (DT1)
and NDC Chairperson

MR. ANTONIO D. MAURICIO

Acting General Manager (GM)

NATIONAL DEVELOPMENT COMPANY (NDC)

NDC Building, 116 Tordesillas Street

Salcedo Village, Makati City

RE : SECOND REVALIDATION RESULT OF THE 2020
PERFORMANCE SCORECARD oF NDC

Dear Secretary Pascual and Acting GM Mauricio,

This refers to the letter of NDC dated 02 December 2022," requesting for the
reconsideration of the validation of Strategic Measure 1: Return on Equity under the GCG
Revalidated 2020 Performance Scorecard.

Based on the re-evaluation of the justifications and additional supporting documents
relative to its request for reconsideration, the validated score of NDC’s 2020 Performance
Scorecard is hereby INCREASED from 83.83% to 90.09%. The review and evaluation of the
documents submitted are reflected in the “Result of the Second Revalidation of the 2020
Performance Scorecard” attached as Annex A. The same is to be posted on NDC'’s
website, in accordance with GCG Memorandum Circular (M.C.) No. 2012-07.2

In relation to the grant of the 2020 Performance-Based Bonus (PBB) to eligible
officers and employees, NDC can grant such an incentive only upon receipt of a
confirmation letter from the Governance Commission. In this regard, the Board is
reminded that any unilateral action to release the PBB before the confirmation will be
considered as a violation of the Board’s fiduciary duty to protect the assets of the GOCC
as provided under Section 19 of Republic Act (R.A.) No. 10149.3

For NDC’s INFORMATION AND GUIDANCE.

Justice ALEX/L. QUIROZ (ret.)
/ Chglrperson
Atty. GIDQN%.V. MOkTEL, D.c*l

Atty. GERALDINE MARIE
Commissioner BERBERABE-MARTINEZ
Com !.§§ioner

cc: COA Resident Auditor - NDC

! Officially received by the Governance Commission on 02 December 2022. o it ga . '
2 CODE OF CORPORATE GOVERNANCE FOR GOCCs, dated 28 November 2012, 109 A

* GOCC GOVERNANCE ACT OF 2011. R ATt WMWEER
“Upholding a Transparent and Responsive GOCC Sector for the Kilipio BepmletiL OPMENT COMPANY




Annex A

hiATIONAL DEVELOPMENT COMPANY (NDC)
Result of the Second Revalidation of the 2020 Performance Scorecard

Component  Rating Submission GCG Validation Supporting ke 2
‘ emarks

|
‘ 5
} Actual Rating Score . Rating Documents

Objective/Measure Formula  Weight  S¢3l° 2020

: SO 1 i Strengthen Business Sustainability {Financial Impact)

Following the initial request of the
NDC for revalidation of the
measure, the Governance
Commission_adjusted the 2020
Return on Equity (ROE) of the
corporation to  3.14%. The
recomputed ROE considered the
adjustments for deferred taxes as
the Governance Commission was
able to establish that such taxes
resulted from the revaluation of
e COA AAR on NDC | investment property and that the

2020 FS revaluation gains that were closed
to the stockholder's equity account

|
3 R Net Income / (Actual / -.éistfgtlon el t;;er are_net of tax. As Gains on
% SM 1 Ao Stockholder's 25% Target) x 2.78% 5.15% 25% 3.14% 25% Re\c}ali o Revaluation of Investment
= Equiy Equity Adjusted Weight Property was considered as an
e Supporting Return | extraordinary item, it is proper that
on Equity | the deferred taxes in relation to the
Computation revaluation gain should also be

considered an extraordinary item.

The Governance Commission
notes. however, that the adjusted
2020 ROE did not consider the
Dividend Income from Asean
Bintulu Fertilizer Sdn. Bhd. (ABF)
as an extraordinary income as
dividend collections from
investments  could not be
considered as exiraordinary
income of the NDC given the

W
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Result of the Second Revalidation of the 2020 Performance Scorecard (Annex A)

Gl kot ol e T i T AR Supponing

GCG Remarks

Objective/Measure Formuia Weight Al 2020 | Actual | Rating Score Documents

Rating |

nature of its operations as an
investment company.
The Governance Commission

also takes this opportunity to
clarify that since the introduction
and the validation of the measure
in the Performance Scorecard of
the NDC in 2018, the Commission
has been consistent with its
position_and evaluation that the
dividend income from investments
such as that from the ABF. is not
considered as an extraordinary
income. Furthermore, it should
also _be noted that the initial
reported ROE of the NDC did not
consider the dividend income from
ABF in its computation, suggesting
that the NDC is aware of the
treatment _of the Governance
Commission of its dividend income
from investments. Thus, the
argument raised by the NDC that
the Governance Commission
approved the exclusion of the
dividends from ABF in the

stockholder's equity is flawed.
As a reference, attached herewith

as Appendix 1 is the comparison
and computation of the initial

reported ROE of NDC, the initial
validated ROE of the Governance

Commission, the revised reported
ROE of NDC, and the revised

validated ROE of the Governance

W



Objective/Measure

.\ Support Local

Component

Formula

Weight

Deve]omﬁent "(S'ocial Impact)

Rating
Scale
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Result of the Second Revalidation of the 2020 Performance Scorecard (Annex A)

Submission

Actual

Rating

Score

GCG Validation

Rating

Supporting
Documents

(Actual / :
Cumulative | Number of Local - [P——— * ooence Park ofthe | of NDC, there were 106 new jobs
sM 2 | Number of Jobs Generated | o Weight +50New | 1243 New 5% 807 59 lettl elfglr:“ter?é b in 2020. Since it already excluded
Local Jobs per Operational Jobie Jobs e e jobs generated in the prior year,
Generated by Report 0% = If gum erto o bo tsh the revised report was deemed
Below enerated by € | acceptable. With this and the 2019

In due consideration of the

Based on the revised submission

GCG Remarks

representation of the NDC that the
4.19% annual target proposed by
the corporation, which was also

adopted by the Governance
Commission as the target,
considered the dividend income
from ABF as an exiraordinary
item, a review of the previously
submitted documents was
conducted. Upon review of the
submitted breakdown of the
target,! the Governance
Commission was able to confirm
that one of the assumptions in the
computation of the target is that
dividend income from ABF is an
extraordinary item. In order to
align _the target with the correct
computation of the ROE of the
NDC, the Governance
Commission revised the target to
2.78%.

A comparison and computation of
the initial 2020 target and the

revised target are provided in
Appendix 2.

1 Letier of the NDC dated 15 July 2020. Officially received by the Governance Commission on 15 July 2020.
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Objective/Measure

the Projects/
Investments

Component

Formula . Weight

Rating
Scale

2019
Actual

. Target

2020

Actual
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Result of the Second Revalidation of the 2020 Performance Scorecard (Annex A)

Submission

Rating

Score

GCG Validation

Rating

Supporting
Documents

Light Industry and
Science Park IV

| actual of 701 jobs, the cumulative

GCG Remarks

number of jobs in 2020 stood at
807.

Cumulative
Value of
Investments

SM 3

STRATEGIC FOCUS

Return on

SM 4 Investments

Sub-total

Amount of NDC
Investment at
the Pre-FS
Stage Approved
by Mancom

Amount of
Dividends
Received? / Total
Investment
Infused
Excluding
Companies for
Dissolution and
Pre-Operating
Companies

30%

15%

sS04 | Enhance the Value of Investment Portfolio

10%

(Actual /
Target) x
Weight

(Actual /
Target) x
Weight

£388 Million

6.78%

S0 3 Increase Investments in High Impact Priority Areas by Leveraging in NDC’s Competi

$1.489 Billion

42.72%

30%

14.89%

10%

tive Advantage

£138 Million

42.52%

30%

5.34%

10%

o Minutes of the
Management
Commitiee Meeting
on 23 December
2020

e Return on
Investment (ROI)
Computation

e Breakdown of
Investments as of
31 December 2020

e BTrand NDC
Official Receipts for

The formula and target were

revised to capture NDC’s
projected investment in the
project, consistent with the

requirement of the measure and
target. The revised target includes
investment for MTEK and the
Startup Venture Fund.

Only the projected investment for
MTEK was considered an
accomplishment. We note that the
ManCom approval for SVF did not
include yet the approval of
investment in a startup.

Validated actual pertains to
£330.33 Million dividends
received. The reported dividend
received from PITC was revised to
P322.49 Million, representing
ownership share of NDC in PITC.

2 Including dividend remittance of NDC’s subsidiaries to the National Government.



CORE PROCESS

Component

Objective/Measure

Formula

Improve Customer Satisfaction

Weight
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Result of the Second Revalidation of the 2020 Performance Scorecard (Annex A)

Submission

Actual

' Rating

Score

GCG Validation

Rating |

Supporting
Documents

Dividend Collection

e COA AAR PITC
and NDC

GCG Remarks

Income from
Asset
Management

SM 6

Budget
Utilization
Rate

SM 7

Improve Budg

Amount of
Lease Income
and Sales
Proceeds
Collected

Total Amount of
Cash
Disbursements /
Total Budget for
the Year

| Optimize the Economic Value of NDC Lan

15%

et Utilization to Support Op

10%

d Aséets

erational Efficiency

92% to
100% =
10%

80% to
91% = 5% >91%
Less Than
80% = 0%

More Than
100% = 0%

(Actual / £190.16
Target) x Million
Weight

P204 Million

97%

15%

10%

P192.11
Million

97.28%

16%

10%

Number of & Einal Revortf
Respondents (Actual / Ul i
who Rated at Target) x the Third-Party
Percentage Eaach Weight Consultant
SM 5 | of Satisfied Satisfactory / 5% 100% 95% 4.75% 95% 4.75% | e Samples of | Acceptable.
Customers Totals Number of 0% = If gﬁcr:::;pllshed
Respl::rxﬁints Below 80% Questionnaire
Sub-total | 30% 29.64% 20.09%

e Audited
Statement of
Cash Flows for
2020

e BUR Computation

o DBM Approved
COB for 2020

e Budget
Monitoring

e BAC Resolutions,
Secretary’s
Certificates,
Materials
Requisition Forms,

Ledger

Validated lease collections were
based on the Audited Cash Flows
Statement for 2020.

Acceptable.
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Component Target l Submission GCG Validation S Dpading

Documents

Rating | "~ S AN Seies iy
Seale | 2020 | Actual | Rating = Score | Rating |

GCG Remarks

Objective/Measure

Formula Weight

and CY 2020

PPMP

e Audited Cash Flow
Statements for
2020

Sub-total | 25% 25%
508 Prioritize Competency Build-up of Project Teams

Since  the GCG-prescribed
g formula for competency level
*Excel  File  of | gecounts for the total number of

Previously submitted assessment
reports also excluded the General
Manager.

Assessment Forms

g”mg;ryn of the | personnel profiled, the

0 ancy compet level a

= !mprovement Improvement st e petency was

E in the in the Competency e cad e recomputed to exclude the NDC
. latter was

2 Competency Actual " All or Competency ,, Level . : General Manager. The

& | SM8 | Baseline of Accomplishment | 2% Nothing | Baselineof | 'MProved B Improved by s gompu:atlon i 01; not included in the competency

— the the 0.93% ompetency Level | agsessmentin consideration of the

e Organization Organization? per Employee position’s status as a Presidential

U] Competency

=

=

(14

<

i

i

1 Build a Culture of Continual Improvement and Excellence

Re- Re-
Certification Certification * Surveillance Audit
ISO Actual All or :
SM9 it . 5% : to ISO Recertified 5% to ISO 5% Report Acceptable.
Certification | Accomplishment Nothing 9001:2015 9001:2015 iSO erication

Standards Standards

3 The competency baseline of the organization shall pertain to the average percentage of required competencies met which can be computed using the following formula:

E,q Actual Competency Level )
EB a=1\Required Competency Level) ;

b=1 T

= L where: a = Competency required, A = Total number of competencies required of position, b = Personnel profiled, B = Total number of personne! profiled



Component

Objective/Measure

SO 10 | Automate Key Process

Formula
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Result of the Second Revalidation of the 2020 Performance Scorecard (Annex A)

Submission

Actual

Rating

GCG Validation

Score Rating |

Supporting
Documents

GCG Remarks

e 2020-2022 ISSP
Received by DICT
on 28 December
Ng:gﬁgt s°f 2020 All three (3) of the 2020
deliverables under the ISSP were
o Secretary’s :
nggp:;tetge 100% Completed Ceniﬁcart); on e | completed.  Projects  are  as
Information | iy erables per (Actual/ | Completion Ll Board's Approval of | 11OWS:
sm 10 | echnology ISSP / Total 5% | Target)x | of the 2020 100% 5% 20201SSP | .o | ISSP on 28| 1. Cloud Integrated Information
HHEIE Number of 2020 Weight ISSP eteea e October 2020 System
Implemented | i erables per Deliverables as Submitted . User Acceptance | 2- Upgrade  of  Financial
2020-2022 ISSP as Submitted to DICT Reot (o URRNC® | Management System; and
Submitted to to DICT P 3. Upgrade of Real-Time Budget
DICT s Consultant’s Monitoring System (BMS)
Accomplishment
Report for NDC as
Accepted by NDC
Sub-total 15% 15% 15%
VALIDATED RATING | 100% 99.64% 90.09%




COMPARISON AND COMPUTATION OF THE RETURN ON EQUITY (ROE) ACCOMPLISHMENTS

Appendix 1

PAR R REPORTED RO it REPORTED RO e
RO RO
0 [~

Income Before Tax 167.42 2,344.86 2,344 .86 2,344.86

Gains from Revaluation of

Investment Property - (2,248.28) (2,248.28) (2,248.28)
Adjusted Income Before Tax 167.42 96.58 96.58 96.58
Total Stockholder's Equity 16,026.97 17,425.69 17,425.69 17,425.69
Add/(Deduct) Extraordinary Income:

Gains on Sale of Semirara Shares 4,325.39 4,325.39 4,325.39 4,325.39

Gains from Revaluation of

Investment Property 11,117.45 13,365.73 13,365.73 13.365.75

Adjustment for Deferred Taxes (2,667.71) - (3,342.20) (3,342.20)

Dividend Income from ABF - - (1,236.66) -
Less: Total Extraordinary Income 12,775.12 17,691.11 15,685.57 14.348.93
Adjusted Stockholder’s Equity ~3,251.85 (265.42) 1,840.12 3,076.78

< At O

Adjusted Income Before Tax 167.42 96.58 96.58 96.58
Adjusted Stockholder’s Equity 3,251.85 (265.42) 1,840.12 3,076.78
ROE _ 515% | (36.39%) 5.25% 3.14%




Appendix 2

COMPARISON AND COMPUTATION OF THE RETURN ON EQuiTY (ROE) TARGETS

INITIAL TARGET REVISED TARGET
ORI AR (in Million Pesos)
Net Income 102.38 102.38
Total Stockholder's Equity 16,452.35 16,452.35
Add/(Deduct) Extraordinary Income:
2015
Gains on Sale of Semirara Shares 4,325.39 4,325.39
2016 - -
Revaluation of Investment Property 2,234.77 2,234.77
Dividend Income from ABF 1,044.02 -
2017 - -
Revaluation of Investment Property 2,949.91 2,949.91
Dividend Income from ABF 192.64 -
Adjustment for Deferred Taxes (887.88) (887.88)
2018 - i
Revaluation of Investment Property 4,598.81 4,598.81
Adjustment for Deferred Taxes (1,379.64) (1,379.64)
2019 - -
Revaluation of Investment Property 1,333.96 1,333.96
Adjustment for Deferred Taxes (400.19) (400.19)
Total Adjustments on Stockholder's Equity 14,011.78 12,775.12
Adjusted Stockholder’s Equity 2,440.57 3,677.23
ROE Target 4.19% 2.78%




