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05 October 2018

MR. RAMON M. LOPEZ

DT! Secretary and Chairperson

MS. MA. LOURDES F. REBUENO

General Manager (GM)

NATIONAL DEVELOPMENT COMPANY (NDC)

NDC Building, 116 Tordesillas Street, Salcedo Village
Makati City

RE: APPEAL FOR RECONSIDERATION ON THE

VALIDATION RESULT OF 2016 PERFORMANCE
ScorecaARrRD OFf NDC

Dear DTI Secretary Lopez and GM Rebueno,

This refers to the letter of NDC dated 31 May 2018', requesting for reconsideration
on three (3) Strategic Measures (SMs) under the GCG-validated 2016 Performance

Scorecard?. The SMs requested for reconsideration and its corresponding weight are
as follows:

/ 1. SM1  Increase Investment in Priorty Areas, such as Power and
Logistics per Annum (15%),

2 SM2 Cumulative Total Value of Projects Preferably in Prionity Areas
(15%); and.

3. SM9: Average TAT for JV or Partnership Agreements for Signing
after Approval of the NOC Board (10%)

Under the validated 2016 Performance Scorecard, NDC gamered a final score of

62.78% To address its appeal on the three (3) identified SMs, the justifications of NDC
will be discussed in the paragraphs hereunder.

ON SM1: Increase Investment in Priority Areas, such as
Power and Logistics per Annum

By virtue of Presidential Decree No. 1648, NDC is mandated to pursue
commercial, industrial, agricultural or mining ventures in order to give the necessary
impetus to national economic development by equity investment, project financing,
and fund sourcing. In line with this, NDC identifies priority areas which needs support
from the government. For 2016, NDC identified that the priority areas were
power/energy and logistics. In line with this, the strategic investments for 20186 include
the 3.0 MW Mini-Hydropower in Dumaguete City and the Daram Aqua-culture Project

T Officially received by the Governance Commission on 01 June 2018,
:Wdheomnmc:ommmlohloccm 17 January 2018
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with the Philippine Business for Social Progress. However, based on the submission
of the supporting documents of NDC, in a Board of Directors meeting on 06 January
2017, memmmmamnmlymomwmvm
ofthewbmmedwpponhgdowmmmmwommmm
was not considered as an investment project as the Secretary’s Certificate

the said project stated that it is a corporate social responsibility initiative. As such, no
merit was given for this measure.

NDC, in its appeal, acknowledges that the Daram Aqua-Culture Project is
classified ummcomomsoaunm(mmmw
NDC also mentioned that its CSR initiatives are not the usual “philanthropic™ activity
mumnammwdwvmmw\C).Mbam
ﬁmmmedmmmmuw; oject is fir
Furthermore, NDC argued that any activity which yields
how minimal, is a form of investments. Moreover, |
undertaking requiring funds for any form of development is a forr
strategy and business model of NDC CSR is part the directiv
Chairperson in 2016. ~eak VL I

As provided in the project brief, N
facilities and ice cold storage equipm
wmbeloasodoutundera ’
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change of the new administration’s plans and program in the middie of the year, be
considered.

To put into proper perspective, the Governance Commission would like to remind
that this particular measure is a manifestation of NDC's realization of its Strategic
Objective which is to Increase Value of Strategic Investment. Such realization of the
objective will continue to ensure that the organization becomes financially sustainable
and to monitor the increase in investments with the efforts of NDC. The relative
importance of this measure is also shown as it is put on top of the Strategy Map

denoting its importance as a strategy of the corporation to realize its vision and perform
its mandate.

While the Governance Commission recognizes the efforts extended by NDC, both
in the past and during 2016, the Performance Evaluation System as a framework to
reward and recognize performance is focused mainly not only on efforts extended, but
by which an organization is able to deliver its mandate through verifiable outputs and
outcomes. While efforts are to be recognized, rewards are only given to extraordinary
performance which resulted to generation and realization of target outputs and
outcomes. Moreover, the request of NDC to modify the formula to give recognition to
its efforts in the past is unacceptable, past efforts were already given due recognition
in previous years' validation which may have allowed NDC to grant performance-
based bonus to its officers and employees. In this regard, the request for
reconsideration is DENIED, the 6.63% score of NDC for SM 2 is RETAINED.

ON_STRATEGIC MEASURE 9: Average TAT for JV or

Partnership Agreements for Signing after Approval of the
NDC Board

NDC's primary mandate is to undertake investments that are aligned with the
government's economic thrusts. One of its investment priority sector is the
development and operation of renewable energy sources. The 2016 target of NDC is
to partner with the PNOC-RC for a solar rooftop project in the Philippine Heart Center
(PHC). The terms and conditions of the agreement were finalized by both parties in
August 2016. However, since the rate of the Manila Electric Company (Meralco)
decreased, the base selling price used in the financial model at the rate of R9.50 per
kWh will also decrease, rendering the project unfeasible based on NDC's investment
criteria. With this, NDC deferred its participation in the project.

In its request for reconsideration, NDC provided documentation that the project
can no longer be pursued due to “reasons beyond the control of the parties™. While
circumstances presented are understandable, the grant of the 0% score was based
on the representations and assumptions made by the NDC.

Based on the representations made, the viability of the project is anchored on the
assumption that the selling price of PNOC-RC is R9.50 per kWh and that there will be
an annual increase in the Meralco rate. In this assumption, the viability of the project
is centered on the business model that installing a solar rooftop will be cost efficient
(flat rate of R9.50 rate per kWh vs. existing Meralco rate and projected annual
increase), thereby reducing the electricity expenses of PHC using solar energy.

owever, since mid-2015, a steady decrease in the rates per kWh was shown by
ors | Y,thleo Thus, even before the finalization of the terms and conditions
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of the contract with PNOC-RC on Iwgust 2016, m.




I AGENCY ACTION PLAN Reasonfor | pc4ion
of | Target Status of Partial/ Taken/
-y Observation Recommendation Action Person/Dept. | Implementation Date . Delay/Non- |, 4o to
" Plan/Remarks | Responsible oo Implementation
= From To , if applicable be 15 |
1 The Company failed to @) Initiaste necessary actions | a. Another Management | 2016 - a. For GCG's | Awaiting GCG | Follow-up
achieve its | to improve its | workgroup for approval approval status
targets/commitments for the | performance in|  business | with
‘years 2016 and 2017, as| succeeding years; development / . GCG
contained in the NDC marketing has b. 1 project has | NA. ﬁ
Performance  Agreements b) Exert efforts to look for been proposed been For |
with  the  Govemance | proponents of viable in the approved by | implementa |
' Commission for GOCCs | investments in priority organizational the  Board; tion |
(GCG), obtaining a rating of |  areas to fuffill its mandate; chart to GCG. one for
62.78 per cent and 52 per | and approval. | “_
cent, respectively. The project for | SPG 2017 _ﬁ
c) Develop or  devise development c. 1 project for
strategies that  would portfolio  has due diligence w
expedite processes from been increased _
investments/projects with the new m
proposal evaluation up to investment M
implementation. concepts *
presented from ,_
2017. ~
I Gt
The payment of P25000| Considering NDC's failure | The CNA for 2016 | Corplan May 2018 | December | Received letter Waiting for | N.A. |
each or a total of P575,000 | to meet the minimum | was released based 2018 from GCG on | GCG's reply on ,”
o NDC officers and| required rating in their the quarterly NDC's appeal for | NDC's appeal |
employees representing the | Performance  Scorecard, | targets  of  the reconsideration w
Collective Negotiation | which is one of the |execution plans to on the validation
Agreement (CNA) Incentive | conditions for the grant of | which NDC has a resut of 2016
for CY 2016 is not in| CNA incentive, we are | computed rating of Performance _



~ AGENCY ACTION PLAN Partiall ﬂnrc”..:
Ref e, R Siowe ¢ Delay/Non- | ction to
Za. Observation Recommendation Action Person/Dept. | Impleme Date . |mplementation Implementation o 1oy an
e Plan/Remarks | Responsible T ble &
From o , if applica g
|accordance  with  the constrained to issue a | 74% as of October, meoq“.w.m.ﬂ the
conditions for the grant disallowance on the | 2016. weighted
specified under DBM | amounts paid therefor. average score of
Budget Circular No. 2016-7 | Henceforth, we | Although the GCG's zooﬂoo 79.44%
dated December 1, 2016 recommended that | initial validation of ¥
Management refrain from | NDC's performance
granting CNA incentive | scorecard was
without fully complying the | 62.78%, NDC filed
conditions set by DBM for | an appeal to
' the grant of the same. reconsider 3
measures.  SM1,
SM2 and SMS.
GCG granted NDC's
appeal only to SM1
which increased its
total validated score
| from 6278% to
‘ 79.44%
|
3 | Several other land assets | a) Intensify marketing | a) The  NDC  Asset Continuing On-going N.A. On-going
\  are idle/vacant and some efforts to maximize the | Property Road Map | Management activity
| |are occupied by illegal| use of idle lots and | details which | Group
| occupants for residential, | exercise extra efforts | properties are to be
commercial and personal | to clear the areas of | retained either for
purposes, depriving NDC of unauthorized settlers in | lease or for project
?Qm::m_ income from the | coordination with | development  and
| use of such assets. ' government agencies; which  will  be
w, \ disposed of through
, _8 Find alternative uses of | sale or thru CMP.
\ those vacant properties
not suitable for | b) Vacant properties
,\ commercial purposes or | suitable for lease
, project development or | are being advertised
\* dispose them thru sale; | to ensure wider
_ readership and
‘ | ¢) Expedite the process of | generate interest.




