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The Philppine Nalional Conslruciion CoQoralion (PNCC or lhe CoDoration) pr€viously
knoM as the Construction o@lopmeni CoAo.arion of rhe Philippines (COCP), @s g€nred
the fanchi* io @nstrucl operete 6nd mainiain rh. Nonh Lu&n Expr6$ay (NLEX), sourh
Luzon ExpE$way (SLEX) and Melo Manit Exp€ssway by vidue or Prcsidenth Dec@
(PD)No I1l3is edonMadr31 l9TT,asamendedbyPDNo 1394 $!ed on De@mb€.
22, 19a3. The debt-tcequity @N6rsion puGuant to and under the diEctives oi Let ot
lnsrrucrion 1295 prmulgated on Febtuary 23, 19a3 g* lhe Gdemnst m.jody owneGh p

Fom 1937 to 2001 , PNCC stll enqaqed in sme @ns1rudion businees bu1 thb esulted n
l6*s h veed aMy tom aclive involvement in @nstruclion operalions and r@usd moE
on the opeElon .nd mdntenae of ils lollnays. Howew. tunher fnancial difibuliies
p@enied PNCC lom ope€ling and mintaining its tollweys in a m.nn€r Equrcd ol a public
utility. TheElbre, PNcc enreEd inro Joint venrue Agements (JVAS) thai resuned rn th6
divlsion ot the Tollways inlo rh@ ponions, rhe NLEX, rhe sLEx and rhe sourh Mer@ Mani a

On February 10,2005, PNCC tlmed derlhe OpeElion and Mainlenane (OAM) ol the Nonh
Luzon Toli,ays ro ih€ Mrnila No.rh Tollways Copodion (MNTC) while rhe OAM ior the
South Meto M3.il6 Skylvsy cs tufred ov{ !o th€ Skyway Op€raiion and Maintenane
comoEtion on Dember3l 2007.

Pnor b lhe expiBlion oi lhe rEnchBe oI PNCC on Ap.il 30, 2007, lhe CoeoElion submited
lo Cong6ss .ll th6 requlr.m€nls needed ior lhe rcneMl ot lhe eme, bul il was not able lo
qet lhe requied Senete epp@d The Totl Reqularory B@d (TRB) issued a To I Opealion
Cen icsle to PNCC on Apnl 30, 2007 ,o. rhe O&M o, the SLEX and ro @llecl rorr ies, in the
inleim atteritsi€nchi*expi6t6n. Th€ PNcc h.nded overrhe o&M.lth€ SLEX to Man la
Toll ExpGssmy Systgm lnc on May2,2010.

On June 22,2016.nd Octob€r 17,2016, the CoDo6lion's B@rd ol Orcclo6 end its
ShaEholdeB, espexvdy app@ed $. am€ndme to the 4h Anide ol the Adicles or
ln@lpoErion ro enend rhe @.porate lem ror fifty (s0) yee6 frofi Nwember 22, 2016 wh ch
amendmenl was app@ed by s@dlies 3nd Exchgnoe cdnmission on Nowmber 21. 2016

FINANCIAL HIGHLIGHTS
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our audit covered the eEninglion. on a l€51 b.sis, of the a@lnts 3nd tEn$clions of PNcc
lor the penod January 1 lo Dember 31 2020 in E@dan@ wllh lnlernalonal stand.rds of
Supreme Audit lnslildions (lSSAls) lo enable us to expes an op nion on lhe fatness ol
pEsentalion ol the fnenci.l stetemonrs for th6 ye56 ended De@mber 31, 2020 and 2019
Also,re@nducled our.udilsto.$6*@mplbn@wth pe menthws, ruesand rcgualions,
as*el.as adhee_ero pcscnbed poloes End poedue9

19,614,810
(5732,017)

(156,261) 13,3a2,793

SCOPE AND OBJECNVES OF AUOIi

II{DEPENDEI{T AUOIIOR'S OPII{IOI{ ON THE FII{AIICIAL STATEMENTS

SUMBARY OF SIGNIFICANT OBSERVA'II'NS ANO RECOi'MENDATIOiIS

h6 olhe, siAnir€ni obsetualions and @mrend.lons are Es lo lows

We rendered an sdve6e opinion on PNCC'5 linancial st.t.m€nts due lo lh€ B@gniiion oi lhe
unmnvened debts .s 6quity afd ihe noE@gnition of int€BsLs and olher cha.qes lhe@n
€sulung in lhe undeGlalemed ol lotel lEbililies 8nd deEialefrenl ol total oquity borh by
P58 307 bilion as ol D*mber 31 2020 and by P68.667 billion as of D@mber 31 2019
There shourd have ben a d6fcn of P54 067 billion and P53 758 billion instead ol retained
earninssolP9la3brllonandPs35TbillionasolDeembs3l,2020and20l9especlivey

For the above obeNaion which @u*d the issuane of an advee opinion, re €Llerated
our p€vious ye6' @mmendalion lhar M.n.g6ment re6gnize as liabiliry in the books ot
amunts or PNcc th€ Ps.552 billion un@nwned debts, instead oI equily, rogelher with th.
inleresls and other chaEes theEol amd ing to P63.255 tillion as ol De@mber 31 2020.
Fudhet foll@-up the sbtus of the pendinO appeal with the Oflie of lhe Pesident

1 The a@Ecy of PNCC'S 10 per€nt qenue sharc amountinq to P112.322 fiition and
P160216 million tor CalendarYea6 2010 and 2020 espectiwly emited by the Jonr
Venlurc (JU Companies ope€ring rhe SLEX, NLEX.nd Skyway, ennor be aseiramed
due lo the absane of vedliable data,lintomstbn as bais in the @mputation of such

We citeraled our p€vious y€as @mmendaton that Management make perstsrent
offons by c@d naing wilh the Tott Reguhory Boad to obbin pe inenl d@uments thal



6uld be used as bass lortha @mputation oI10 p e Evenue shae of PNCC, vatdat6
lhe eme and fumish lhe Audit T€am with ihe said d@menis incllding the esutts or

2 Vamnes between the bd.n€ per b@ks and @nlimed balanes ol P113.270 milioni
non povsion of allowane ror inFrment losses ol P14310 million and neqatiw
balan@s ot P0 622 m ll on, ender the valijily and eliabllily ol the Re@ivable a@unt
aoqEqatns Pl28.402 million doubtrul

W6 6iteBt6d wih modifcslion our eMmendal'ons tfal Managemerl

a) an.lyz€ and tMncilo the laiiane and negaive b.lan@s and povide dNane ior
impatment l6s lor long ouishnding Eeivables;

bl Send demand lete6lo deblor s whrh ee sl l e{sng .nd opeEtD-al, .nd

c) Ef,ec,r lhe n@sary adjusting joumale nes nthe b@ks, itwananlod, sorhat €liable
inlomalion is prosanEd in the financial statements.

3 The a@Ecy exislence ad rer€bility or Popery and Equipmed (PE) a@unts with
carvinq aoanl ol P46 005 million as of o@mber 31 2020 is doubful due to

a Non submission of @mplete and relbble Repod on Physi€l Count oi Pepeny, P ant
and Equipment (RPCPPE) and abene oI @nciliarion €po.t on the balane per
physi€r@unr and bd.n@ p€r b@ks and

b Semi-expendable popenis 6.tinq P13.863 million with €rrying amount or Po.5a6
million fom panot$e PE a@unt

a) lnslru.t the GeneBl seryies Depanment to submit a Mptete RPCPPE w h
acqlislion @st per u.it ol PE and €on..ib PE balan@s per @ur'i and pe. b6ksi

b) lnslrucl lhe co.dolleBhip D€panment lo €.la$rty the semierpendable prop€ni€s to
ts appopnaE a@unt and ob6e@ the frinimum epitatization theshotd ot P15 000
n ec.gnEinq/@rdrnq langible assets puBuanl to coA circutar No 20r 5-006 dated

4 The g.g-hecla€ ponion or PNcc's Financial center Arca popedy beled in P.ey ciry
was ide and/or unutilized lo its mgtmum Folential tor the yea6, dephung PNCC or
oppodunity in@re ol.bout P1543 billion ann@t, @ rary lo s€dion 2 of Pe6dentiat
Dece (PD) No 1445.

We @mmended thsl Maneemed

we l@mmnded rhal Management

a) Make EpE*ntation with lho D€padmaln of Firane (ooF) €g.rdtng rh6 bner of the
Depuly Elecuiivs s€craary ior Gene€t Adninislra on ot the oft@ of the pGsident
daed MaEh 6, 2020, refering PNCC'S eq!6t ,or @mhed and appovat on ds ptan
to bid out the less6 and dwelopmed of the subi.d p@peny and the 6resp.nd ng
Toms of RefeEn@. for OOF s omment and Mmenderi6n snd



5 PNCC @ntrnuously incured expBn@s ror sbnes .nd bs€fte or lhEe pojecl
employees, renla and other in.ldental@sls tolaiing P1.391 million despile the cssalion
or ope€lions and etoie @nlEcls with Philippine Ph6phate Fenii2er CoDo€ton
(Phiphos) n lsabel Leyte,ontErv to Sacron 2 ol PD No 1445 and @rcidered
unn@$ary expendilues pu6€nt to Section 4 1 or COA Ctalar No 2012-03 dated

b\ lmtredEle v poeed wnh lhe bddrng acn!1e on@ apprcva th€€ol soota,ned

We @mmended lha Manalement

a) lnstrucl lhe H@d- Adminrstraiion Depadm.nt 1o immedi.tely laciliiate lhe lEnsrs of
lhe lwo *ryiceble whicles and the emining undEposed equphenl snd inrentory
items to PNCC Maln Offl@ ll imm.dirr€ rEnsf€r is srill not feaible due ro estictions
brought by the covlo-1g pEndmic, allow only one peEonnel ro seNe.s €elaker
oi lhe €maining equipmmt and invento.y items for the m€n imei and

b) mmediaielv temin.ie lhe Gmain,ng prc/@ employes in lsabel Leyle

SU MARY OF SUSPENSIoNS, DISALLOWANCES AI{D CHARGES AS OF YEAR.EI{O

As or oechber 3r, 2020, rhe uns€tled Noties ot oislloMn@ (ND)amoudedlo P463.551

vwh c une/s dsBion bur lnder automaric
rw ew by the Commi$ion Poper

NDs aflimed n the decisi.n Bndeed by lhe
COA CGS Cluster oiredor Petition ,or
Revi4 liled whh the COA Commission

Wrh P€ldion for CenioEi liled with the

NDs with Noti@ ol Finality ol Decision (NFD)
and COA Order or Ex@t0n (COE)

172164

37

SIAIUS OF I PLEMENTATION OF PRIOR YEARS' AUOIT RECOi/IMEI{DATIONS

463 551

Out ol lhe 69 pior y6a6' E@mmendetions, 12 wB imptemented/e@nside€d, 39 mre
panialy mplemenled 8nd 13 re€ not implemenled. oeiails Ec p€*nted in Pad ot this
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PART I

AUDITED FINANCIAL STATEMENTS



Republic of the Philippines
COM ISSONON AUDIT

common@alth A@ , Quezon city, PhilDpiies

INOEPENOEI{T AUDITOR'S REPORT

THE BOARD OF DIRECTORS
Philippin€ Nalional Conslruclion Coeo6lon
Km.15. Easl setoi@ R@d

Rapon oa ,ha Au.rit ol tha Fhrr.r., St r.aor6

B8B forAdeeBo Opinion

We hde audited lhe fnancial slaterents ol Phiiippine Netionsl Conslruclion CorpoEton
(PNCC) which @mpnselhe st tmenB of inano.lpGnion as at O*mber 31,2020 and
2019, aid the staleme s of ompEhansive incm6, st.t€m.nts of ctEng* in equiiy and
stalemenb o,6h n@s lorlhe yeaB lhen ended, and nol6 b nnanci.l stsiemonis, including
a summary ol signifienl a@unlino policies.

ln our opinEn, bMUs of lhe slgnili€ne oI the malte. diw$ed in lhe 866 for Adw66
Opi,b, paraq€ph oI our repon. the a@mp.nying fnandal statements do no1 p6ent fa iy
the iinancial posi(ion o, PNCC as al Deember 31 2020 and 2019, end s tnanciat
pedomsn@ and iG esh flos for the yeaB ihen ended n a@odar wnh Phirppne
Financral Reporrino Standsrds (PFRS).

Le( of lnslaclion (Lol) No. 1295 ieed in 1933 dneded all 6n@.n6d Govemment
Fiiancia lnslilutions (GFls) lo @nw.t lnlo shaB of @mmon stock all diect obt getions of
PNCC wilh lhem. Ho@ver, P5.552 billion d6bts mG not @nvened irno equlty due to
ns!flicient authoEed €pital The* debts Mre eventually lEnsfered to th6 National
Government (NG) thtu lhe As*r Pivalization Trust now P vatization Maiagement Offie
(PMO), pursuant lo Pbchmalion No 50 issued in 1986 and seNiced by the Bu@! or the
Teasury (BTr. lt is PNCC'S poslion ihal lh.$ u@nvened debts have eireclivey b@n
@nvoned to aquily and, lhe€Ioe, should no longer bear inrBBt and other chaEes
ac@rd nqly, il recognlzed ii €qurty the un@Mned debts in the tol.t .mount of P5 552 biltion
.nd no longer rc@qnized lhe intered and olh€rdEB6 theren. The NG, hMv€r, hae a

Due to then @nni.rinq positions, the padi6 submihed lhe issue 1o the Depanre of Jusli@
(DOJ)in2012to.albn€tlon,n2014,rheDOJdismissedPNCC'Spetitionagains hepMO
and ordered rhe fom€r ro pay the ratter irs due and d€mandable obrigalioh inctusive ol
nte€srs and pe.alti€. ur,iil acrualry paid PNcc's Moiion tor R@nsidearion (MR) and
Supprement ro th6 MR re@, likewise, d€.i.d by ihe DOJ in 2015. A@dingty PNCC ,ited
an Appeal Memorandum wnh the offi@ ol lhe P6idenr (oP) or rh6 Philippifes on Ju y 27,
2015 wtrich, to dale, is srill pending wnh fte OP



Earlier, the Onice ol lhe Governme Colpo6te Coun*l (OGCC), n its Opinion No.245 &led
November 15, 2007 opned tha PNcc may enter inro an aqrement wilh PMo tor rhe
@nveBon oiPNCC',s Emaining liabilries into PNcc's sh.csof@mmon sr@k and thal.lrer
lhe @mpleiion of lh€ €qurty @nw6ion, PNCC shal no longer have any Em. ninq oblig.lions
with the NG and Piro underLolNo l2s5,subj€.ttolhe app@alby hiqheralthodtes as

av be equi€d by aw o. reoulalion

On Api 1 5 201 5, lhe Depa.tment of Finane (DOF) *N€d PNCC a Slat.mnl or A@unr
i.form nq tha its oltstanding obligatons we.e due and demandable, and thal lhere rs no
longer any basis to @nsider the @nve6ion inlo equity oI lhe subjet obliqalions under LOI

Taking inlo coBideBli.n lhe lime thal had elapsed logelher wnh the DOJ opin on, the OGCC
opinoi and lhe ooF demand, we believe that lhe planned @nvercion of debls lo equ(y is a

The un@nvened debt of P5 552 billion incre*ed ro P68.807 billion and P68 667 billon as of
Demb.r 31 2020 and 2019, Bspe.lively, as shen rn lhe St tefrent ol A@unts ssued by
PMO and lhe $aus of BTr Advan6 islea by lhe BTr bolh as oI Decmber 31 2020 and
2019. The ncrea* @ns sts mainly ol inleesl and olher charges The saij amounls @re nol
@gnized by PNcc as liabiliry n its books rBuhing in the undeBtalemenr ot rotal I abiliries
and oveBtarem€nt ol lot8l eqlily both by P68.807 billion 5s of Deehbor 3l , 2020 and by
P63 567 biLlionasoioe@mber31,201S Furiher,lhereshouldhavebeenadefclofP540ST
billion and P53.753 billion inslead ol et ined eamings ofP913a bilion and Pg 357 billion as
ol December 31 2020 aM 2019, Epeclively

We @nducl€d our aldits h a@dane with lnlemalional Srandads ol SupEme Audil
lnslilllions (lSSAls) Our respons bilities under lhoe sl.nda.ds a€ ludher desdbei in lhe
Audilots Responsibltties fat the Auclit af ttE Financial Slalene.ls seclion ol our epon we
ar€ lnd€pend€nt or PNcc m .@rdance wirh rhe code ot ErhiG for Govemment Aud106
(Code ot Ethics)loqelher with lh€ ethi@l EquiEm€nls thst .re r€lavanl io our audil of lhe
linanoalslatehents n the Philippines, and we have tuliilled our oiher elhiel Esponslbi il es
n a@dane w h these €qurcmenrs and the cod6 of Ethics we b6l€v6 that the audil
evidene re haw oblained i5 su,lfcient and apprcpnale to povde a basis ror our adreEe

Exept ior lhe matter descnbed in lhe a6sis for^dw6e Opn@, sclion. we have detem ned
that lhe€ 6 no olher key eud ma(erio @mmuni.aie in ou.epo.l.

lustuqefrent is resp.nsible lor lhe olhq inlomation The olher inlomaton @mpns6s the
in,ormalion included in lhe PNCC'S S@rilios and Exchanq€ Commssion (SEC) Fom No
20- S, SEC Fom 17-A and AnnualRepdt torthe year ended Dember31 2O2Obutdoes
nol incrude thefinancia slalemenb.nd 4raudirols €poar the@ The sEc Fom No.20-
S, SEC Fom 17-A and AnnualReponiorthe r€ar ended Odmber 31,2020 aE erpected

10 be made a€i able to u5 sier lhe dae ot this auditols report



Our opinion on lhe ,inancial sialeme s dc nol cover lh. othor inlomalion and wll nol
express anyfom ofassuBnc @idusion lhe@n

n onneclion wilh our audits of lhe linancial slalerenls, our rc.ponsibilily b lo read lhe other
informalion idenlilied ab@ sten bMmes esilsble and indoingso,@nsderwhetherthe
olher niomaton is marenaly in@nsistent with the iinancial srarements o. our knowledoe
oblained ln the audhs, or olheNie app€B lo be mate.ially misslaled

R€ponsibilili.Eof.n.gE@nt.ndThG.Ch.rg..lwithGov.m5nc.lorlh.Fin.nci.l

Managemern is esponsible ior the p€pa€lion and lair p€eniation oI the fnancial
slatemenlB in 8@dan@ wilh PFRS, and ior {ch inlehal @.lo aB managemenl
delemrnes is n@sry to enable the pr€paElion of linancE S6temenls that a€ free fom
maredal missraiemenr, wherher due ro leud or ercr

h pepaing the financialstateme s meneqemenl s €sponsib e lor as*ssing the PNCCs
abiity to @rninue as a goinq @ne/n, discosing, as appli@ble, matlets elaled to qoinO
conem snd using the going @n€m b.Bis of .@uding ufless m.n.qemed ei{her inlends
lo lquidalelhe PNCC orlo ee ope6lions, or ha no @lislic alternative but lo do e
Those cherqed wih go@men@.G BBponsible lor ove6eeing PNCC'S linanoal Gponing

Audhois Respomibiliti€ for the Aodh of th. Flnanclal Statement3

Our objgctives sre to obbrn casonable a$uEne aboul wh.lh6r lhe iin.ncia staeme sas
. whole ere fee fom mEleMl m sstaiement wh€lh€r due lo fEUd or 6mr, and to issue an
audilois epon that includes ouropinion. Reenaue a$u€n@lsa high everofassu6n@,
bur E not a guaEnree lh.t .n audir @nducted in a@dane with lSSAls will always detect a
maleria misstalement when it exrsts Missiatofronts en .n* fotr fEud or ercr and aE
ensidered tralena il, rndividualiy or in lhe algeqale, lhey @uld Eaenably be expecled to
nl uen@ the Mnofric de.isons ol uers taked on the b.s s of rhe* linan.iaL sratements

As psn ol an audit in a@rdan@ lith lSSAls, we exerci* pBlessional ludgnent and
mainla n polessona skeptic sm thrcuoled the audit w€ al!o:

ldentify 5nd assss the nek ot matedal mlsstalement ofthe fnanciaLstatements, whother
duelol€ud oren r, deegn and pe.fom audit pl@dues responsive lo those dsks, sfd
obta n audd evidenc that is sufilcent and appDpriae b povide a basis lor ouropinon
The sk ol not deteding a meied.l misliai€m.d Fsulii.g tom r6ud is highq than ror
one Esulllnq ,rcm ercr, as laud may inrclre @llusion forgery. inlenlional omssions,
misrcpEenlsrions, orrh€ @eride ol intemal @nlol

Obtain .n undeElanding ot inlemel 6nlol Elevant lo th€ audil in orde. to design audit
pocedues thEl are appopnaE in the circumslanes, but nol lor lh. purpGe oi
erp€ssing an opinion on the €ff€ctiwnes ot PNCC'. int.hal @rtot.

Eva uate lhe sppmpdaieness oi 3@urting polrcEs used and the @$nableness ot
.@unung eslimales and relahd di.dosue made by management



Condude on the appopnalens or mmagement s use ot lhe going @nem basis of
a@u ing and, based on the audit qidene obiain€d, wh€ther . h.iend uncnsinty
exists elated lo ewnls or @nditions thal my @5i Bgn ient dolbt on PNcc s ebility lo
@ntinue as a goi.g @n@h ff re @dude thal a male,ial un€nainly exi51s, e aE
equired to dEw atlenlion in ou. audiiois Epon io the relaled dtsdosucs in the fn.nci.l
eiat€ments or, such disclosures 3€ in.dequ.te, to modily our opinion. our @ncluslons
are based on the aldit evidene oblained up to th. d.t. ot olr audilo/s report Horever.
luluE evenls o. @nditions may €ue PNCC ro @e to @nlinue.sa qoing 6nm
Eveluate lhe @e€ll prese ation, struclurc and @nlenl of lhe linandal stalemenls
including the disclosuB and whelher the fnancial stalem€rG r6pEsr'l lh6 underylng
vanections and evsls in a manner thal achiwe fair pr@anlalion

w. mmmunrcat€ wilh lhose cMrgd wnh g@emane e$ding, amng olher malte6, lhe
planned @pe and liming ol rhe audil and sig nili@.i audh ,indin gs, induding any signifenl
defic enci6 in lrnemal @ntrcl rhat re ijenrify du.ing our audn

Our eldits Ere @nduc{ed lor lhe puDose ol loming an opinlon on the basc fnancial
stalemenls laken as a whole. The supplemenlary intomalion n Nole 37 to the,inancal
sl.l€m.nls Ls p€seded lor the pulpc. of liling with lhe Bu€a! of lntemal Re@nue and €
not a requned pan o, $e basic linancial staieme.ls. such supplemenrary iniomaiion is the
€sponsib lity ot manaqemenl and ha been subi:ded to aud'ting pl@dles appl ed in ou.
audits of the &sic linsncisl sl.temql.. Bleus ol the signiliene ol the maltor dassibed
in the Aasi for,Advee Opnrcn *dion, it is inapprorriale to and re do not expess an
opinion on lhe infomauon efercd lo ab@e.

Roport on Oths Lesal an l ResuLtory Requh6,,Mts

coMl[ssto[ ox auDtT

ilr"P*
MYRNA T, PETALIO
OIC- SupeNisnqAudnor

Juty 16,2021



Ih. Mensg€runl of th. Philippine Nglional Coslrudion Colpeali@ is Esponsibl6 ior .ll
in onElim dd 6prs3.nt li@ dtained in rhe Annual ln@re Ta Reum for rhe ye4 ends,
treember 31, 2020 Msnag€m.n B [k*i* rBroBible fd all in onrElio. aid Ep@ntarions
@ln.ined in th6 financial dai.menr3 @np.nyinc rhe annu.l ln@me Td Retum @venn9
rhe ere Epoding pedod Funh€i.oe, the M.nageMt i! B5pouiue tot dl intomlion and
Bp€$niaiiore @nraired in aI rh. oth.. iar €lum3 fir.d lor the epo ing podod, i.duding, but
nol linited lo lh€ lElw add€d la endor pe@.taSe tax etums, enhholdinO t x r.tuEB.
d@mentary dsmp t x retuma, and arry and all olh.r ld El{mr.

ln rhis e!E,n, ll1e ilanalEment afinfi thsl th. €ltrdrod Boad Appw.*Audled FkaEjal
St ,e@ts es of and lor lh6 y€ar.nd€d Oeembd 31, 2020 ard ihe ffipanyi.! Annual
ln@m Tq R€lum aE i. a@rd.nB anh tn beks sd B@rds of Philipprne National
Consltuclio. Colpffetion, dmpl€io and @r*l in all mie.ial 6p6ts Man4ered tik*i$

PHlLlPPlilE NATIONAL
CONSTRUCTION CORPORATION

STAIETENTOFUANAGEXEN-rS RESPOIISBIUTY
FOR AltMtAt t[COtaE T X REtUiI

(a) ThsAnnu.lhc.mTa Reium h€s b66n pepaGd in ac@dsMwitllh6 p@i!i6s
d the Nalional htemal R*nE Code, as amen.led, and pen n6d td Ggutalk 6
arld olher isusr.€. of lhe oe9anmed of Finane and the Bu@u ol llt6m3l

(b) Any dbp€dly of fuues in th6 subiih€d r€p.lts .tuing tu lhe pBpaEtion d
fn.rcid stlrEnl! puBuar lo finan.ial a@untin! st nd.rd. .nd th6 pBpaEtion
d the in@tu tax r€tom pu6ua lo lax a@unling tules hgs bdr Bponed e
l@rcilino nms .nd nnaniain€d in rhe cmparry's b@ts .nd G@ds i. a@dsne
with ihe equiemnts ol Rffiue Regularions tlo. &2007 and oth6r €l3vam

(c) rh6 Pnitpdne N€rrond c@8t u.um coQoEuon h* filed all €ppt€ble rq Btums,
repods, snd 3latelHl6 cquiBd to b. tl.d und6r Philippn. td lM fd rhe
Eponino p€nod, and alltax6 3nd oth.r impGitions ,hown rhe@n to be due end
payebl. hsw ba€n paid ior the Epoding p.nod. €x€pi iho* @ntesred in good

UE
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The M.nagemenr ol Phirippine Nalion.l corcrrudiM corpoGton (PNcc) is
espons'bre for lhe pepaBlion and fdr pe*ntaton o, the 6@n.id naem€nls including lhe
scnodules ar&hd $een,lor rh. y€G.nd.d o.@dber 31. 2020 and 2019 in a@dane
wirh ihe p@nb.d nn.nd6l Gponng lEm*ort indicaed rn.cm, a.d ior 3uch rnlemal @ntd
.s Manaqemnt delemines is n@s,, to eneble ihe pEpaEton o, ina@d sLi.menB lhal
a€ te lom rEteaal m ssr.lerenrs whdher du6 ro fr.ld or 610.

ln pcpanng the fnamial n.!€menls. Ma€ge@nt B Bpon,ble 6l asr.g Ih€
PNCC a abilry Io @nlin6.s. qong ffi dsd6iig 6 rgdt€U. mdr66 ctaled ro
Ooinq @ncm md using lho qoinq @ncm basE ol 3@udrnq ud* Ma.ageme elher
rnlends to riqud.le PNcc or lo ee ope.alio.s. o. ha no r@lrsfc .lremat€ but lo do e

PHILIPPINE NATIONAL
CONSTRUCTION CORPORATION

STATEffEiIT OF TAIIACE EII.rS RESPOI{SIBILITY
FOR FIiIANCIAI ST YEfl ENTS

I he B@rd ol o"ed6 
's 

espons'Ue ror @,e'^! PNCC s Sr5noal ,.poling o@ss

The Bo..d ol D{ccto6 eiss .nd .ppro6 the financial sialemenls includ'no lhe
sch6dules atlached lhe€in and submtu lhe $me io $6 no.kholde6 &d other ue6

The cdms oi on Audit has audired ihe lina.@r slalemnl6 0l PNcc in a@dae
wnh t& lnLmslional Sl€nd5ds ol Supl€ft Audil lnsliluliss. and in ils epon lo lhe B@d o,
0 rc.ioG, h.! dpEesd ll3 opinion M rhe l.inss ol p6e aton upd @mpreton ot such

,t.4

IGU

i6,} gil
e,hibir ng ro mrh6lr To ldenLfi@ions ..lolloB

He@laio c co. Jr

Cnsq M M6diryillo

D& No _bL
a;rNoE

il.

167,333,105

.Li trl\
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Coiedmor nme/rcvenue

(13r,076,s36) (172,s307&) (14s7o7,s5)

N.lc.'hPlov]d.dbvo@.li.oAci,vi6g

(l.r,34,7s3t {456 474 045) (37 3.46 23r)

ts6,323.3561 1333s24.s3s

NET INCREASE IDECREASE} IN CASA



PHILIPPINE I{ATIONAL CONSTRUCTION CORPORATIOI{
I{OIES TO FINANCIAL STATEIIEI'ITS

1. CORPORATEINFORMATION

The Corporalion was onglnally incoDoEied und$lh€ n.m6 ol Conslruction Dwolopmenl
co@oetion or rhe Ph ppines (cDcP) in 1966 lor a ierm ot 50 y€ts. lB Anides ol
ncorporation and By Las *€ approwd bythe seudties and Erchange commisson

(SEC)on Novembe.22.1966 underSEC ReqBlralion No.30939.nd G aclualoperalion
laned on Apil 15, 1967 The pnmary pulPos. ol the CoeoEtioa is to undenake general
@ntaclm! business sth pnvab p5 ies, go@mment alErces, and ins1rume a ities
relalive to the onstruclion ol inl€sltudu€ p@jects and io engaqe in olher elated seto @s
n a manner that wil @nrdbure lo lhe @nomic d4elopment of rhe @udry. cDcP
evenlually o* io be one of the @unlry's loemGt @nsrruct on @mpan es wilh exrensive
opedion. in lhe Ph lippn6s,lh€ Middle Easl, and olher ASEAN @untres

on March 31 1977, Presideniiar oecee (PD) 1113 qE ed cDcP lhe iranchise to
opeEle, @nslrucl and malnlain loll facililie in lha Nonh and South Luzon Tollways for a
penod ot 30 yeaB (Thel frencnis expired on May 1,2007) P01113 was amended by
Po 1894 in 19831o include, amonq olheE, rhe Melrc Manib Expes$8y (r\rME) ro serye
.s 3n sdditiona artery in the rrafspondion ol trsde 6nd @mmer@ in the Met6 fulanila
A€a and gave the Coporalion another penod ot 30 yearc "frcm lhe @mplelion of ihe

On February 23 l9S3, then Pcsidenl F€dinand E irercos Bsued LOl l295, drrecl ng lhe
cred lor Govemmenr Financiar n sritutions (G F s) to @nved inro coc P shares of slock the
tollowing: (1) all or the diEcr obligalions ol CDCP and rho* oI irs aholy-@ned
subsidi.ies ncludng but nol iimited to loans, c€dt6,.d!ed inlee.b, fes and
advan@s in any curcnc-y outstanding as ol D@mber 31 , 1932i (2) the di€cl obligations
ofcDcP maruing n 1983iand (3)obligarions matuing in 1933whch rere guaGnteed
by the GFls Wft lhe implemenration of LOI 1295 rhe GFls be@me rhe majody

on May 7, 1931 Letter of .sttudion (LOl) 1136 was issued mandaling lhe National
Developmenl Cmpany (NOC) lo inwsl in lhe ColpoEt o. by w.y ol @pila lnrusion n rhe

The amount of the debl to be @nverted inlo equily was sround P7 billion Ho@ver only
P14 billion ofth.d.btwas issued shaB oi slo.ks while lhe €mainnq P5.6 brllron was

On D@mbar 7, 1983 SEC apprcwd the m@ase of the Corporation s au{honzed €pira
sto.( from P1 5 billion to P2 7 billion in am.d..e wilh LO 1295

CDCP was ater renamed * Philippine Nalionai Consltuction Corporatron lthe
Corp.Eiion) 10 €necl the Phitippine Gryernmenl's sr@kh.lding, and b*me a
govehmenla.quied asset oDo€rion coBequenrly, rhe v.iols GFls @re wen wats
in the B@rd of Diecto6 ofth€ ColpoElion and panicipaied in its manaqement
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n 1936 uider Poclamalion No 50 lhe colpoElion Bas plaed under the commirlee on
Pnverizstioi (coP) and the A$ei Pnv.nzation Ttust (aPT). arso rn 1936, under
adm nistralive oder No 64, edgin asets of lhe Philippme Export and Fo€iqn Loan
Gua€ ee C./porato. (Philglaranr@) snd lhe NoC re€ tra.sfered lo the N.tional
Gwernmenr(NG) f,hich.ho assumed enain liabiliti6 of borh Philqua6ntee.nd NDC
a totar ol P1 s 1a bilion was rBnsfered to rhe NG

By vinue o, LOI 1136 and 1295,55.72perenloflhe CoDodion sequitywas held by the
APT(n@ihe Pnvaiialion Manaqemsl Ofiie o. PMO), which was @aled on Deembe.
3, 1936 by viriuo of Prcclamaibn No 50. The o1h 2125 p€r @it was held by lhe
Govehment Setoi@ hsu€ne Syst€m (GSS) snd the Land Bank or the Philppines
(LBP) with 20 95 per eni and 0 29 par @nt respeclively The €maming 23 03 per @nl of
the co.po€ton's equity is lnder pn€te @nership.

ln 1934 pu6lanl lo Adminrstrstive order Nos 14 and 64, oe@lopment Bank of lhe
Phillppines (DBP), Philippine Narionar &nk (PNB), PhilguaEnlee. and NDc translered
lheir nteesls in ihe CoQo.alion to the Replbl c of ihe PhiLipp nes which n tum @nveyed
lhem lo lhe APT (nd PMO) for dispostion lo ihe pivaie sector puBuant to lhe
aovehmor s pnvatzalion p@qEm

Frcm 1937 to 2001 the colpor€tion stitt e.gaged in @nst.uclion busness but thrs
resuhed m losses 11 vsed ay f.om adive lnvotuemnl in onstruc|on opeElioB and
focused no€ on the operalion .nd hadenen@ ot its lollwgys I edeed lno Joinl
Ve.ture Aqrements (JVAS) thst Esulied in lh6 divrsion of lhe Tollways into the South
Luzon Expressway (SLEX), the Nodh Luzon Exp€$Gy (NLEX) and the Skvwav

ln Algusl rs9s,lhe ColpoElion enteEd ilto a Busine$ and Joini Venlure Ageement
(BJVA) wilh lndonesia's P T CitE Laitm Gung Peeda (CITRA) and lomed the joinl
venlu€ @mpa.y, Cit€ Metro llranila Tollways Coeor.tion (CMirrC), trhich was gEnled
rhe supplementalTo lopeElion aeremnr (sToA)rofinan@ desiqn and @islruct rhe
Soulh futeto Manis SkFvay (SMMS) P@jecl The poj@l der€d lhe @niruclion ollhe
g.s-kilometer elevaled rcad t@fr Biaian, PaEnsqle crty ro thB Makati centEl Busine$
Distrid, as rell as the rchabilit tion of the l3tkloh€t{ sectrcn of the SLEX fom
Alabang to Magallanes. The PNCC'S wlrolly{Med slbsidhry PNCC Skyway
Co@oElon (PSC). oiginally mansoed lhe ope6ton 6nd ms denanc oi the SMMS
PDjocl Oclober 1999 maRed lhe slad of the lull opeaion ol lhe enlire skyway srage 1

ln 1997, lhe CoeoElion enleEd inlo a JVA Bilh lhe Firsl Phrlippno nfEstructlE
Dderoprenl Co@oretion (FPIDC) for lhe Ehabilitarion of rhe NLEX. The futanira Nonh
To l@ys Corpo6tion (MNIC) was in@DoEled as its toint venture @mp6ny MNTC was
granted the sToA in June 1993rolinan@ design, conslruct, opeEle and mainiein th6 rot
@di rol facilties and other ieciritiBs q€n.Eling roll-chted in@me in resped of the
NLEX The FP OC was acquired by the Meto Pecirc lnve{renis CoAoratbn (MP|C) in
2003 The opeEtion and mdntengM (o&M) of th6 NLEX is with the Tol@ys
Manaqerent CoDoElion (TMC). Folt@ing the i$uan@ or the Totl Op€Etion Pemit
CrOP), @mmercid ope.ations started on F€bru.ry 1,2005

n 2002 by vinue oi Erecdive O.der No. 143, lhe Co@o€tion was a(&hed 'ior pot cy
and prcgram @d nalion and for gene€l suptoision', to th. Depanment of Pubtic Wofts
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n Febtuary 2006, the CoDoretion €nleBd lno a JVA wilh Mal.ysian CorpoEtion MTD
Manila Erpressways, lnc (irlDirE) and lomed s joint venture 6mp.ny sourh Luzon
Tollway CoAoElion (SLTC) By vinue ol the STOA enleGd iflo wilh the Toll Reguatory
Boad [rRB) andlhe CorpoBlion SLTC mmit€d to und€irake al]rcdG rcquired,orlhe
SLEX Prclec1 induding ls totsl linsncing wilhoul s@e€qn gua€nies .nd with lhe
Edvery ol its investfrenl beinq in lh. fo.m of lhe @lleclion of tol by the Manila Toll
Expes$ay Syslems, lnc {MATES), ils O&M @mpany The SLEX Rehabiitation .nd
UpqEdin! P@jecr consisred ol rhe ehabililalion and expansion oi rhe e! sting to r rcad
trcm Alabang io c.amba (28 53 km)andthe@nsrrucrionofrheenension otthe sLEx to
Slo. Tomas Batanga (5.81 km) wilh lhe as$cialed spur lo lhe Southem Taqalog Adenal
Road (179 km) SLTC Ms gEnled a 3cyear@n€ssion p6nod rom February 2006lo
February2036 tl includes lhe peiod ol @nsttuclion which beqan m June 2006

On Apil27, 2007, TRB issued aTollOpe6iof Ceniti@te (TOC)rotheCoDoEtoniorthe
OAM ol ihe SLEX The said authody f@m TRB puEuanl lo ts pMB undq lls chaner
(PD I 1 12) aLlored th6 ColPoElion to opeEte and mainrain rhe SLEX and io @llecl roll
les in the rnteim, afrer ils fienchEe €xpirelron o. Apnl 30, 2007 Th€ eflecrive date of
lhe TOC @mmened on May 1,2007, but in do €seto ex@ed lhe date of subsranri.
@mp elion ol rh€ sLEx Pojecr Toll Roads under rhe sToA dared February 1, 2006 or
unless sooner revokd by TRa h 2010,ihe operalion was oftcially lumed ov lo sLTc

n De@mber 2007, the Co@oralion ente€d inlo a Memo€ndum of AgEment (l OA)
with CMMTC and PSC whee lhe Colpo6lion s.s io haE been prcvided P2 mr lion by
CMMTC li order lor th. CoeorElion to sub$dbe lo lhe pa. value up lo 20 per enl ol lhe
lotar outstanding @pilal 31ock of the SkyvEy OpeElion and Malnlenan@ Colporaro.
(soMco), the o&ru company Psc rumed owr rhe opeEtion and 6a rnenan@ or rhe
SMMS Pojecr ro soMco which operates rhe 16 2-krometer erev.r.d rorrway f@m
BuendE 1o Alabang and the 13 +kllomet* at{Ede toll Dad fom Magatlanes lo atabang

and H€hways (DPWH),'wiih trtich h has allied tunclions especiailyin lheddelopment
ot @d nehrorks wnhin the @unll]/

n 2004 s per Exealive Oder No 331 lhe CoDoEtion was pla@d under and atehed
lo the Depadmenl or T€d€ and lndusl.y (DTl) 'pendinq pivaizalion'.

On November 14, 2003, a Slbscnplon Agrement was exeuted by and among lhe
Aabang-Slo. Tomas oddopmei lnc. (ASDI), NDC and the Corpoaton, whe€in the
CoQoEtion sub&dbed lo 12,500 sh66 fion the unissuod podlon of the 150 0O0 sha€s
aurhorized €pir. 51ock (w lh par value ol P1,000 per sMre) of ASDI, . rhen wholly,@ned
slbsid ary ol NoC whch @s in@rpoded 10 lndenakethe Oaanq H.n-SLEx connector
@ad. On Deembq 3 2010, th6 SEC appEved the applicauon for incr*e in cpitai of
ASD, and on rhe eme year the colpoErion subeibed 5l per @nt sharcs or ASD|,
maknq ASDI ils subsidiary.

ln 2009, a MOA lor the Advance Wor€ on the Daanq HadSLEX Link R@d Prclect
(oHsLRP) was enrered by and b.rwen asDl and the corporation The coaoEtion was
designatod 6 lhe Main Tlmkey Co 6dor €sponsible lo. unde .king the Advane
Works and lor th6 imp emenlalion of th6 dgstgn .nd the @struction of lhe Rcd prclect
which @Nists ota tottrcad facitty @nnedifg Daano Han Rosd in Caviletojhe SLEX



nea. Susana Heighls lnterchange. The projecl was 25 per @nt @mplele when DPWH.
puEuanl io ns Public PnvaE Pa.tnership (PPP) maMare, r@k owrrhe poect ror the
purpose of bidd nq oul AsDl was to be Eimbu6€d wnh h3 @sr plls a pEmilm Bidding
ol the @d pojecl @s undedskan by DPWH in D€emb€r 201 1 and was subsequently
awaded to Ayala coaoraron (Ac) in the $me m6th. on Apir2, 2012, a Ded of
Ab$lure S. e was execded between ASOI and AC for lhe tumo@r ol lhe polect

OnApnr2T 2009 CMMTC rc€iv€d rhe Nori@ ro P@ed (NTP) rom TFB and it off c ally
sta.led lhe sMMs Prcjecl stage 2 the 6 &klomeler el4Eted expeswey ft.om Bicdan 10
Alabang ln May 2011, skyway Staqe 2 was mmdeted with torl lacirites and other
anc lary Equirements aleady in pla@.

n 2009 and 2010, in th€ €se of Emesto B. Fcncis@ vs TRB, PNCC et al (G R. Nos.
166910. 16s017, 173630, and 133599, Odobe.19,2010o.theF6r.6@Case)and n
lhe €* or StElesic A lian€ owdopme ColpoElio. w. Radstock Seunties Limited et
a . (G R. No 17a1 $, De@mber 4 2009 or the Radsaoc* Cas6), tho Sup@me Coun (SC)
ru ed and dela€d thal with th€ €xpiEl on of the colpoGuon s fGnchi* the to I assets
and lacil ties ol the colporaton reG auiom.liel y tumed over, by operation of !aw, to lhe
NG at no @t and @neqletty this inditabty esulled in lhe NG aning t@ th6 rott fees
and the net in@me de,ived, arle. May 1 , 2007 im lhe toll asels and lacil ies, including
the corpo€tion's p6@nra9e shae n rhe toll fes colleded by the Joinl venru€
Compan es (JVCS) curenty opeEting rho lollGys including NLEX and Skyway

The sc, in is Rgsorurion daredApill2,2011 and in @nnerion wlrh the FErosco ca$.
diEden TRB, with the 3ssislane oflhe Commi$ion on Audit (COA),lo prepare and
rimrze the rmpremenlino Rul€s and Guidelins (lRG) rclalive io rhe derem narion ol ner
rncome remittabre by the colpoErlon ro rhe NG. An inreim rules and guidelines was
lssued on l'&rch 9 2012, for rhe emit.n@ by rhe JVcs to the Nationa Treasury ot lhe
nel in@me lhat ae suppGed 10 be €mitted bylheJVCSfiom the revenues ollh€ SLEX,
NLEX and SkylEy in a@r&@ with the F€ndsd Cas6 The Corpo6rion has been
eceiving 10 per enl of lhe rcvenle 3nd dividend sh6es fom the Jvcs, while 90 pq cern
5 @mited by rhe JVcsroihe N3tonarTea$ry

lnFebru.ry20l2,theCorporation'sshaesinJVCS i.e. CMMTC, tuNIC,-rMC SLTC and
MATES, were turned over lo rhe gwemme thrcuqh a oed of Comptiance io Transrer
Shaes ol Stocks lo the NG in 6mp iane wilh th€ SC d€cision in the FEndlco Cas6
(Nor€ 3, N* P@jecls and orher siqndi€d rnromation)

The imptrr of lhe aloEeid SC Decision on the Rads/oct and F@nosco Ca$s has been
. ppropialely .e,lecred in rhe rinanci.r stat€menis

ln 2013,lhe ColpoElion wasatEched snd da@d und€rihe Ofi@ otlhe Preside ofthe
Repubr c of the Phrripp n6 (oP) fom oTt per Execuri@ ord6r No. I41 . The corpo€rion
entered lr'lo Joint Ventue Pbjeds w h P.T Citra LamioD Guns P6Bda (ClTtiA) lor lhe
np€mo anonofrne Vetrc Manl. Sky*ayrMVS' Siage 3Poled.no rhefutelroMan't.
Expessway (MME), or C-5 P@jet (Note 3 N4 Pojects snd Olhd Signifenr

The Governance Comni$ion b.Goccs(GcG), in irs hemoBndum forlhe Pesider of
the Republic ol the Phillppines d.ted Jure 24 201 3 Ecommsded lh6 abotil on ot the
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ive subsdiaies of lhe Colporalion, n.mely: Al.bsng-Sto Tomas Dewlopment, lnc
(ASDI) olSC Contractors, BuildeE and GeneElSeryies. nc (OCBGS0, T€fiic Contot
P@ducB CoDoction OCPC), CDCP Fems CoDoration (CDCP FC) a.d Tie@ FadoG
CoAo.alion (TFC) which was apprcwd by the PesdenlthouOh a momo@rdlm,rcm
the Execulive Secelary daled Augusl 7, 2014. The Coeo€ton is in the proess of
abolishing lhe fNe subsidianos.

ln Auglst 2013, CDCP rounder, Rodoro M. Cuene nled a ese against the TRB, COA,
the CoDoElion, MNTC and MATES, seklnq the remittanG of cvenuG and dvdends
onlheto lGd prcte.ts lo lhe Coeoalion alleg nq thal TRB has nol finalized ihe IRG Th€
Makali RegDna Tnd Coun GIC) 'entoned p€tilioner IRB and PNCC rrcm mplementing
lhe TRB'S lnlerim Rules and Guidelines daled 22 MErh 2012 " ln . ResoLution daled
Augusl 4. 2014 rh6 SC i$ued a Tmporary RenEining Oder (TRO) aqainst rhe M.kaii
RTC s TRO thus s6hi.ing lhe status quo lhal @enues and dividends be remitted

On March 3 2015, the CorpoErion .ubmifiad irs Pedoman€ AgEemern to GCG On
De€mb€r 1 20r 5, the Makali RTC issued a W ol P€llminary lnjuiclron ror C vil Case
No. 15-334 in ravor or Forum HoldinF CoDoEtion (Forum) est€in nq the GCG lts
repesentaliv6 and ofie6, 3nd the coQoElion'! ao.rd .f Dicclo6 lom imp ementing
rhe said Pedomane Aqerenr Ths Co.po€rion is nor i d€ad€d as a pany to the e*

ln January 2016,1h@ Govemmdl Setue lnsuEne Syslem (GSIS) memb€B liled a
€se againsl the CoForation's Boad or DnedoB, MembeB ol ihe Boad ol rtudees or
lhe GSIS and GCG seking lo enjon the imprementalion or the P€.lom.neAgrement
On Febtuary 12 2016, rhe PaEiaqle RTC ordeEd the eEi4e ol the @se to a
@mmercid 6un. on July 12,2016. lhe PaEnaque RTc B€nch 253 odeed the
dlsmissa ol lhe €se lor beinq a nuisance or harassme suil. The thee GSIS membeE
lied a Pelition for Raiew on C6dioEn dabd September 12,2016 wth SC. On Febtuery
22 2017 the SC issued a Re$lul@n denying ih€ petiiio. and upholdingthe d smGsaror
lhe suil by the PaEhaque RTC

PlBuant to Repubic Act 10149, the Corpoation is tisted 6s a non chadered
Gdernmslowned or Conl@lled Co,loEtion (GOCC) lnder the sup€Nision o, rhe
GCG drich is the @ 61adviery mon onng, and oreAiqht body ol the NG underthe

On Jlno 22, 2016 and Oclober 17 2016 rhe Colporaiion's Boad of Oicclo6 and ils
Shareholde6, Espelively, spprcved th€ am€ndmeni io the 4th Anich ol the Artices or
norpo€tion b enend rhe @.poEle term lor 50 y€6 foh Novemb€r 22 2016, whch

.mendmenl was apprcwd by the S€cu,nis and Exchange Commission on Novomber 21

The egislered oiiie eddross otthe CoDoEtion ls Km 15, Easl SeNi@ Road Bi@ran



2. GOING CONCERN

3. NEW PROJEC'S AI{D OIHER SIGNIFICAXI INFORi'ATIOI{

on March I 1 , 2020, rhe wodd H€[h organizaiion has declaed rhe n@d 66n5 virus
(COVlD'1g) outbEak a qlob.l pandemic Lik€wis6, qowmm€nl aulhoilies adopied
measues includinq l@kdowns, lo Mlrcl the sp@d o, lhe vitus 3nd miligele lhe impacl

ln 2020, in @mpliance to the Philppin€ gdgmmed s diBctives to buineses for lhe
Enhaned Communily Qua€nline Es the @unlds espon* to lhe @6revi.us
p.nd6mic,the ColPo6rion a. a p@ider of esenlia seNies, Ms also allored to
mntnle wnh s opedons As such, the coaoErion mplerenred ecial disancing
proto@rs and peided tnpoEry sheher tor .ome emplor€6 and shuttle setoies lor

The sle and duElon of the* de@lopments €main unelEin as ofthe repod daie lt is
nol po*ible to eslimale lhe de€ll impacl ol the outbEak's neartem 6nd lonOer effecls,
hMver the Co@oralion hes .lEady incured and will ontinue lo inar @sG as it
@nlinue 10 mitiqale the advee imp€cl ol lhe outb€ak on sope€tons The oulbcak
@!ld haw a mate.ial impacl on lhe Colpo6lion's linancial Esu[s tor lhe est o12021 and
even penods thereafter. considedng lh€ ewlving natle of lhe pendem c, th€ corpo.alion
wirl co inue 16 mo^il6r rhe situ.tidn

The Colporalion holds upd.led panne€hips for n Toll Rord poj6t . The protecls wi I

enable lhe coQoration to qen6Et€ sufici€nl €sh flw l@m dvidends and Mnue
shaes nom fte JVCS tor the nen 30 yea6.

MatoManla skyway 0n q s'ag.3 Ptuj.ct

The MMS Slage 3 P@ject Ls an €levated exp@say which stans frcm Buendia, Makati
Clty lo Balinlawak Quezon City .nd wili b6 €n.nd.d and €wniually @nneled to the
Nodh Luzon Expe*My (NLEX).

The poe<l wil 6nn€ct rh€ Sodh Luzon Exp6$ay (SLEX) and the Nonh Luzon
Exp€ssway (NLEX) with a lenqth of aboui 18 68 kilomeieB. The MMS Steqe 3 .t€vat€d
exp€ssMy inlends to 6* and de@ngel lEftic lhEugh ils deigned a@$ Emps and
nlerchanges stEleglelly l6aed es rollM: Bu6ndi. Av€nue (South Supe. Hghway
Makgli City) Pcs Ouidno A@nue (Matate, Manita), Ptazs Dt.o (Pa@ Manita)
Naqiahan/Aurora Boule€rd (Manila), E Rod,iguez Avenle (auezon Cry), Oueon
Avenue (Que2on City), SCt Riv6E St (Ouezon City) and in lhe NLEX
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The @nsttu.tion implem€nralion of the MMS SlaOe 3 was designed and d vd€d into tive
(5) secllons as de$dbed ber.w:

1

3

5

Busdla/M.kalilo Ouinno ave /Plaza Dilao
Pla oil& to Toma. Claudio
Tomas Claudio to Ord Sra M.sa
Tomd Claudio to auo€ B vd
Auo€ Blvd lo Ole2on Avenue
Quezon Av.nue to EDSq BalnraMk
EDSA Balint wak lo NLD(Balintawak Ram

0.96
120

2.11

t9.13

On May 3 2011, PI CirE LamroD Gung PeEada (CITRA) and rhe ColpoErion
subm ted ro Torr Regur.tory B.ad oRB)an updared Joint ventuE lnwsrmenr Popoet
ror the sad pDj€t p!&anl lo one ol lhe where* Clauses" or the South M6rrc Manila
Skyv€y (S[,MS) Supplerenral Tollway Ope6ibn Aglffienl (STOA) dared No@mber
27 1995, as am6nd.d on July 18,2007 PuBuanr ro irs mandaie and aurhody g€nted
under Presid€ntial D€cre No. 1 1 12, TRE eviewed, wallated and app@ed the UpdEted
Joiit venture nvestfrdt Pmposal tor MMs staqe 3 Prqecl.

On January 9, 2012, CITFIA and the CoQoBtion €x€cuted a Supplemnt to the Business
and Jo nt ventue Ag@md (supplemenr ro BJVA) which qdems rhe implemenlarion or
lhe MMS Stage 3 POecl 5nd Staq. 4 PDj€cl also knwn as the Meto Manila
ExpBsMy (MME) The panies elso ex6cut6d th6 S66nd Supplem€nt to the Bus ness
and Joinr venruE Aqremeni (s€@nd suppremenl ro BJVA) which @nr.ins the lems
and @ndilion. lor lhe impleme ation ol both MMs and MME.

On SeplemDer 6 2012, lhe Re$aEd S€ond Slppl6m€nt to the Busine$ and Jont
Veni!@ Ageement (R6tated Se@nd Suppremern ro BJVA), which @ntsrns th€ entire
ag@6ment of lhe pad6 and embodies lhe linal tems and @nditrons lor MMS, was

on November 16, 2012, ioll@ino seclion r of ih6 R€.iai€d se@nd slpplemenr to BJVA,
cir6 centEl Expressway corporation (ccEc). rhe joinr ve ue @mpany, was
n@rpoEted .s the vahicle io impleme tne financing, d6ign, and @nstruction ot the

unde' ihis .gcm6nr the colpoaon B p@vded wih tr lo lowmg

20ps@|lequilyrnCCEC,l0pere.totwhichis'FeCa y'.e notpsidiorbvthe
Corporalion and €n @er be diluied; while the oiher 1 0 per @ B to b€ paid for ne* of th6 copoElion's inability to lu.d the 10 p€r ent, CITRA neds 10 qet the
Corpo€tion's appr@al to nominale anolher sharehotder Th6 10 per enl initial
nvelment n ccEc smounied ro P12 s milllon

Pojeded sharc in 9@5 Ewnues amounlmg lo sbout P3s 06 biilion for rhe dursr on
oa rhe ope€ton pe'iod (30 yeaB)l



Poje.led shee in net profG arclnring ro abou P21 42 billion for the du6ti.n ot lhe
opeEtion percd (30 yeE6)i

One peman6nl s..i wnh one roFvoling diecror to $e Aoad or CCEC, Esardes o,

MembeBhip in arl Bo.rd Commities and Chaimansh p oI rhe Board s Aud

The Coeo€lion agced lo ioEgo any equity share in the ope€tion 3nd m.inteane
(o&ir) provid6d the ccEc Emains a @n @nler and not a pof( @nter.

On September 26, 2013, lhe STOA gov€ding th6 d€sign, @nstruction. opeGtion and
mai enan@ of lhe SMMS Siaqe 3 Prqe<, w.s 3pprcved by the Offi@ ol ihe PBidenl of
rhe Republic oi rhe Philippines

The @nslructon of lhe prcjecl is dm6t n€r to @mplelion. The frain aliqnmedofthe
expres$3y w3s akeedy Mpleled and lhe @nstDclion rc.ks for the remaininq items
(such as toll pl&s, €mp6,6rc) a€ on-qoing Th€ main alignmenl (B(endia to
NLE/vtsalinr ak RampMy) @s opened to public on Oember 29, 2020 The we6tt
a@mplishment or tho prcj€ci ae of D+mbq 2020 B 96.37 per ent (excluding ection
23) The pqect Es ineuguEted last .lanuary 14, 2021

The Soulhessr M€r@ Manih ExpBsay Ppjed is the Pha* 1 of the c-6 Exp€sMy,
de kn@n * Melro M3nil6 Sky*Ey Stage 4. h i5 a 3267 km @mbinaion ot mstty
a-grade and elwaied expBsay .tBtchinq fom Skway FTl, PaEnaque City at the
My to Balaen complex

M.tto B . exp,i*way IWE) Staso a or OG Pblet

Onq6s A€ Eld lo Me@s
Ma@s Hiqhway to Turom Bddqe

Phae 'l Prej6t Do$.lptton:

The Melrc Manila Skrmy Siage 4 or C$ Phae I is a 2 x 3 lanes totl rcad p6led
spponmaieiy 32 67 km in length ihat is iniended to .un lrom Skyweymt in Taguig Cily to
Bataen Compl€x in Oueon CiV rh6 Prcjecr is divided into 6 Sectons as rott@s:

SK
cs,Di

1T



The Seclion 2 of lhe prcjecl (C-s/D€qo Siranq to G6/T4UE) desiOnod a gnment was
changed and ealiqned due to Righl ol Way (ROW) issue A oneplua desiqn or the
proposed 6.lignm6nr, tEn.iening sedion 2 ol rhe SEMME pojecl to pa$ arong the
Circumreenlisl RGd 5 (C-s/C.P. Garcla Aw) and Pasig River iom the onginat
alignment lhal tEverc€ esidenliala€es in &!y. Pinagsms in T.quig ciy The
@alignm€nt will dan tom rhe end of secijon 1 ma*ed by the c-5 lnrerchanqe rn the
a.ea or P.msyanang Dirgo Silang, and shall @nlin@ along C.P Garcia Ave ldEds
the ae. of Kalayaan Ave where it tums dgtt @uEinO along P6iq River s.d
6ntinu6 until Circumtur€ ial Road 6 (C{) in lhe aEa of Napindan in Taguig.

3 Section 3: C-6lTaluig b Oniqas Ave Enension

Seorion 3 is mlxed eievaed .nd er-Orade, whicn @nneds C-6fieguig to Oniqas
Avanue Enension in Taytay, passinq thrcugh the Manggahan Floodway with e tot.l
lenqlh ol 1 1 733 km ncludinq a 3.076 km viaduct.

1. Secrion 1: Skway/FTllo c-sDieoo silans

Seclion I @nnel8 ro the ensiing SkyvEy a FTI and mds in C 5 wnh a toral len!(h oi
2 39 km .nd alla€.lwalad

2. Secrion 2: C-sloieoo Siranq 10 C-6[5quiq

Patternod i@m ihe MMS Pqe<t, rh€ MME P@j€cl titt pEvide the ColpoGron wirh ihe

20 per ent equry in clTl,10 per eni of rtich is "Fce cerry' i6 no! paid tb. by the
CorpoElion and en naer be dilded ln €* oilhe Copo€tion's inEbiiry io fund the
10 per @nl, CITRA neds to 6el the ColDoEtion's app@alto nominat€ anoiher

1A

4. Seclion 4r Oniqas A€. Enension lo Mams HLghwsy

Section 4 is at-grde and @nneds On'gas Avenue Exrension in Taylay ro Mar@s
HiohMy in Anlipolo with a lolal lenqln ol 5.337 km.

s secrion s. M.@s HighMy ro Tumana addge

Seclion 5 B al-qEde and @nnecls Ma@s Highway n Anliporo to Tumana 8idqe,
w rh a loral le.grh ol 6 90 km.

6 Secrion 6 Tumana B,idge to Baiasan CompEx

Sedion 6 6 nixed elevaied and at-g6de which @nneds Tumana Bndge to the
Bataen Complex sith a tot l l.ngth of 3 055 km including 1 51 1 km viaducl

On Febtuary 14, 2014, th€ Resiated Supplment to the Busine$ and Joint VentuE
Ag.eeme (Reslated Suppl.menr ro BJVA) 6.lhe MME Pojecl was execured

On February 17 2014 foll ing Section 1 or the Restai€d Supptement to BJVA, Cil€
lnle6ity Tol wsys ln. (ClTl), lhe joint ventle 6mpany, was in@porated as the vehicte
to lmplemeittheiinencing, ddign, and @nstruclion oithe MME



P@jeded shs6 rn gmss re@nues amounling 10 abour P43 a6 birion lor lh6 dudtion
oriheop€r.tion p6nod €O yeaF)l

P.qecled sh.€ in n.l pDlils amou ing to aboul P27 21bilioniorrheduElion o,lhe
opedtor penod (30 ye.6);

One penaneln *at and me non-voting dteclor lo lhe B@d of C Tl, €gard ess or s

lllembe6hip m all BoErd Committees .nd Ch.imsnship of th€ Boad's Audil

on Auqusr 11, 2014, the STOA w6 appoled by rhe Offce oi the Presdent ol th€
Republ c ol lhe Philppines A grcundbr€king ceFmony Ms held on January 3, 2013
with gowmmeni agencies led by lhe oep€ ment or TBnsponaiion (DOTi) and
Depanment ol Public wofts and Hishways (DPWH).

. Consttudion on rclkable sr6as ln Setion l: C-5 a6a on{oin! Compteled aboLt
75 69 per ent for PieB 61 10 65

. On{o ng adivities on the acquisition oi nghlot-way (ROW). Vadous ROW @.6ms
h ndehnq @nsttuction aclivities in Section 1 .

. Ongong Oelailed Enqineonng DesEn (OED)for Section 14 Eatignment (2 x 2 t.ne
@nigu€tion lor hain viaducl) lpon reipl of TRB appo€lror nplem€nt.rion per
letier daed september 14,2020

. On,gomq DED ror Sedion 2 Eatignmenl.

The Corporation will eam rcvenle shares on nel lolt e@nue lom thes€ trvo new prcjecls
allhefol@ingates: 2 5percentforthe 1n4y€E;3perentaromthe56totheT$yea.i
3 s per @nl lom the a6 to $e 106 yeal and 4 per @nt lrom the 116 year onwads.

RdanueSh.res fbm MMS Sl&e 3 and MME Siaoe 4 Pmie.ls

Pasig Rlvq E ptsway PARE ) tuojact

Iho p@poed Psiq River Expressway Pojed allgnmnt runs ircm the @st ot irelo
Manila beO nnins ar lhe aEas oi San NicoEs end hl6nur6 in Manita, whe€ ir onnecrs
R-10 lltravarssrhe Pasig RiverunbrN.gt h6n 8ndqe. where ir rums dqhratong Qu rino
avenle, and onnecrs wth Metrc Manita skyMy sr.s€ 3 (MMss3) rhrouoh rhe pt*
Azu . Frcm MMSS3,lhe elgnmeln@ninues along the P6ig RrverlhDugh a @nnecrion
with MMSS3 algnmenl along S.n Ju.n Rivd The alignment then 6ntinues .ong the
Pesig Rrer and inreecrs ,ith: (i) Epifanio Detos Santos Awnue (EDSA) in the aea ot
Guadalupe n M.k3t .nd Boniin Mandatuyonq and (ir) CircumE6nl at Road 5 (C,s)inrhe
aeas ol West Rembo rn Makdiand Baqong llog ln Pasig The.tiqnmenr temtnates ar
CircumreEntal Road 6 (C-6), wtr6r6 it @nn€ds wnh lhe Sourh Easr irelD Ma.ita
ExpressMy in the ar€E ot Taltay in the pov n@ of Rizal

The prcpo*d PAREX P@ject is a lwcdi€clionat otevaied viaducl wnh 3 tanes in each
d Ecion. The eslmated totar tength ot the pojecr is 1s 365 kibmeieB and ih6 €nliE
alisnmanl 6 divided i oth@s6ore s.
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On Ndember 11,2019, the assignment oi PNCC'S uslfrucluary dghts has b€en
app@€n by $e PEside ol the Republi. of lhe Philippin€ puBuanl to lhe PNCC s
tr.nchi* under P6ideniial oece (PD) No 1394

On Nowmber 26, 2019, San Miguel Holdings C.po€lion (SMHC) and PNCC e eed
inlo a Business Joinr V€nruE Agemsl to undeiake lhe proposed PAR€x Prcject.

The negorblon on the tems and @ndihons ot lhe Slpptementat Tot Operaton
Agerent (STOA) dmong PNCC, SMHC and the Govemment though rhe Tolt
Regulalory B@d (TRB) is sliLl ongoing.

aueon . Bicol Exptaw.y (Ouboxysouih L@oD foll R@d 5 (fRs) Ptuj.ct

Ih6 Oub6x or IRs P@iect {ans al lhe end point ol the South Luzon Expe.$ay To I

Road 4 al Brgy Mayao, Lu@n6 City, Ouezon and end3 at Malnog, SorsQon near the
Matnog Ferry Temrnal The lotsl l€ngrh of TRs is app@ximately 417 kitometeE and the
g€mEl DUl6 of !h€ alignmenl is pa€llel to the erBting Phrlipprno MrionEl Railway,
Mahanika Highway and PadB Burqc NalionalR@d orOui no Highway.

PNCC hascho$n SMHC * its Joint Venrle Padne. in rhe sir porect pur*anr to the
opmion No. 6 senes of 2018 dared March 26, 2013 ol rhe Depadmenr of Just@
confrmng the.iqht oI PNCC nol to bid oll (1) th€ omtruction, operaton and
ma ntenan@ or lollGys und6r ils eqislatiE f6nchie, and (2) its choie or Jo nt Vontuc
PartneB. on oclober 9,2fia, PNcc and sMHc executed a Businessand Joint venture
Ag€menl lb. the TRS PrcFd. lhe Offce ol lhe Presidont, in iG ene. dated October 31 ,
2018, has appued rhe assignment ol PNCC'S usultudusry dghis ovq the poiet to the
JomiVenllre Corporaiion of PNCC and SMHC.

on M.dh 22,2012, rhe TRB issued inbnm iures3nd guidorinss @edng the amounl ol
money lh€ colpoElio. will E@ ve in oder to @er operatns expenes in relat on to the
Farosco ard RBdslo.r( caes. Both the TRB and the coiporsrion .ged ro a 10 per
@nl eveflue sh.c flm toll @lledion tees and declaed divtdonds fom JVcs

The sToA lor the TRs polecl i5 curedly beino nesoriaied whh TRB

10 ler @nl R€v.nue Shae fom Tott Fee Cotleclions and 10 er @nl Sha€ in Deda€d
oMdends fM Joint VeduE Com@ies IJVCS)

lhe Corporaton l@Nes rhe folt@mg €renue she6

10 p ed of 6 pe, @d shac on the iranila Nonh Tollways Cotpo,Eiion (MNTC)

10 per ent or 3 5 p€r elt slle on lhe Cit€ Mctro Manih TottMys Co,poration
(CMMTC) Grcss R.v€nue; and

1O p6r e.t ol 3 per @nr sh.E on lhe sotnh Llzon Tollway corporation (sLTc) Gross



The CoDoElion €rred tolal revenue shaes fom lhe abovemernioned JVCS in the
amo! soiP84.851 million, P123.0s2 million and P115871 millon in 2020 2019 a.d
2013, €speciiv€ly (Note 243). Bhile il eaned dividends rrcm CMMTC amounling to
P22075millionP40237hillionandP55.187millionin2020201Sand20l8,@spectivey

L6ase in@he is dsived trom rc ing ol, inv*tned pDp€iry wliich includes rhe Financ al
Center Area (FCA) in Pasy City and . property in Po@, Pampanqa.

Eouitv PaniciDalion n CMMTC

h 2017,lhe B@d app@v€d the minimum €ntal Etes of P24O aM P20O p squaE
heler lor lhe @veed podion and op€n 6p@, €spetirely, ol the FCA Prcperty. Tola
rcnt in@me amounted 10 P33 353 nillion, P29 097 million 3nd P72793 millon n 2020,
2019and 2018. especlvely (Nore 24.2)

t is the poslion oi lhe colpoation lh.t has equily padicipation n cMMTc on the bssE
olPo 13% and p(Bua to rhe povisions ol lhe sMMs supplementa Tollway ope€rion
Ag@menl (SIOA) d.led NMmbq 27, 10S5. which was approwd by then PBddent
F del V. Ramos While the Colpo..iion's ri€nchise expted on Msy I , 2007, S.clion 2 ot
PD 1394 provides that the "i€ndli* qrEnted lor the Melro Manile ExpEssEy.nd all
eneisons, llnkages, st^.tches and diveEion lhat mgy be @nslrucied alte.lhe dare of
app@val of thB de.e shall lik4ise ha@ a lem o, lhidy (30) y€6 Mmenc ng from
date of omdeton of the poj*f which rhe supMe coud affimed in rhe F6roisco

The off@ ot rhe Gdehrenr colpoiare counseL (occc) rendered its op nion lhal the
PD 1394 prcjeds (namely the SMMS - Sk ray Slage 1 and 2 and MMS Slage 3 and
MME Staqe 4) E€ 'cleady @wBd by a srill exidinq @ngreEiona fEnchi* For ihe
same rcason, too the PD 1494 a*els, iaclliti@ and shaEs aB sl ll held by PNCC ' ll is
also the opinion ot the Oepadn€ni or Justi* (DOJ) thai lh€ Corporaiion still has a
subsisling non4xclusive ieqishlive frenchGe under Po 1394 and thst only assets 'that
are rerered b ns ftenchise lnder PD 1 1 13 haw a@rued ro ihe Nalional Govemment (NG)
andthus ougti lo be lumed ov€r to the NG '
The sha€srn CMMTC reerlmed derrorhe NG byway ora oeod oi Compliane of
Shaes or S1@k lo lhe NG in February 2012 Hoe*., in 2013, afterhenqs@Edthe
opinrons or both fi. OGCC and the DOJ €ga.dinq the vatid8 or PD 1894, the
Colpo6ton equested CMMTC to €fEin iiom tansrering the shares otthe CoDoEtion
to the NGand @lEin frcm emiting tne divilends and she€rn 90$Evenu*ofCMMTC
totheNG. Themstter6 siill aiting actions,rom CMMTC, who h6s cr€rod ihe matier ro
lheir legal coun*l On lh€ other hand, the Depanment ot F nane (DOF) has equesled
for cla li€tion on lhe malter trcm tne DOJ. iteanwhite, lhe sha6 stil Gmain in the
nam6otthe coDoElion.

The corporation sh56ln cMMTc ae @nh P551 a7 m lron which is equivatenl lo 311
per @nl oi tolal ouEtandinq .haEs ol CMMTC. The dMdends snd evenue sha6 fom
20041o 2020 amount to P5.553 bitlion ofwhich the CoDo€tion re@v6d 10 perentor



Ps5527r million puBuanl io ihe i enm rubs and guidelines issued by ihe TRB.
HMver, it is the posit on ol lhe colporation th31 all rcvenue and dividends ansing lrom ils
invedmenl in CMMTC belong lo lhe Co.poEibn.

a supreme coun Reolution clailying lhe Eutmatic em lan@ to the NG ol tha ro I lee.
and nel in@me ded!€d lom th€ Colpor.tion's toll sssets and l* ites ws i$ued in
rclalron to rh6 Farcis@ C6e. The Reelurion diEored the TRB, wilh the ass stan@ or
Commission on Audil (COA), lo 'pepae and nnake the impleme inq tul€s and
glidelnes €lative to the datemination of the net n@me rcmittable by PNcc lo lhe
Natona Govemnst and to pl@d w rh rhe same wnh dispach

On ll,|3rch 22 2012, TRB issued a Diectods Cenficate app@ nq the tntenm Rutes a.d
Guidelines (lRG) tor the G i(.n€ by rhe JVCa ot rhe Ewnu* of rhe SLEX NLEX and
SkylEy in a@ordance wnh lhs FE,c,s@ Cds6 As sub*quent! aqEed upon, lhe
Colpo€tron and TRB, asan interim .rcng€m.nt, sBl asid€ 10 p€rento,allamou sthal
aE suppo.ed to be Emined by the JVcs ior €mihane to lhe coDoralion while 90 per
c.nl 9@s ro th€ N.rional Teas(ry The RG also stated that i, the 10 per cenl is n ex@ss
of wh.l is.lkMd by lhe guidelines,lhe Copodion shallemil lo TRB lor the Nstonsl
T€as!ry the ei@s amounr on rhe othd hand. in €e th€ 10 ps ent is less tha. what
B allored under lhe guidelines, lhe sho.lfall shall be deduded in the nen Emifiane to be

ssuane of Fina lmDemer lno Rulesand Guidelines bv the Toll Raulatoto Board ITRB)

Debl otP5.552 Silllon Remaingd unmnvened ro Eoltv

t Ls the pos ion of the Coqrdion lhat the "delermination ol lhe nel in@me emitrabto by
it to the National Govemmenf should deduct pena[y chaE* on unpaid @nesston fre
amou ing to P253 million per year as pen of its adminFrdive exp€nss

n March 2013, the Copo.ation poposed !o TRB ihai overhead and adminstratve
expen*s plus the penally ch3rg6 b€ d€ducr€d lrom qrcss Evenue ircm the Joinl
Venlurc AgffienG ln@me in oder to amre 3t the Net lnome to be emined b the NG.
A tol@ up Ener dared oember 2, 201s wag *ni Anoihe.lete. dated Febtuary 6,
2017 reitBral nq rhe Coeoction's positon o.lhe omputation ot th€ n€r in@me to be
€mitled to the NG was senl The CoQoElion has b@ked penally cMrges on unpaid
cone$ion fes fom 2o1o to 2020 amounling ro P5 500 billDn

The Collorelion is 51lll 4aitinq the issuane ot lhe Fmat tfiptomenting Rutes and

The coDorstrofl s d€br oi P5.552 b llion drich emained unmnver€d to equ ly is ireated
asparrorequityinlheCorpo€hon'eb@ks,insreadofaliability The inte@$ snd penalries
un laterally cha,led lher@n by ihe P'ivatiatbn Msn.g€m€nt Oif@ (PMO/ Bure.u or the
Treasury (ST, anountng io P63 255 tillion and P53115 bittion as ot Dember 31 2o2o
and 2019 were not laken up in ihe Corpoation's b6ks

Th6 a$enion thal the P5 552 bittion sh@ld be pad ot equity is supponed by a Sup€ho
Coud tuling rhar rccogn zes rhe valdny of Leter o, lnsttuction (LOi) 1295 @nnming rhar
lheP5.552billionrsnoonge.adebtbutequityTh6orieofihesoiicitorGen6r.l(osc)
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and ih6 Ofrco otlhe Govemre Colpo6te Couns€l (OGCC) have @ncured with this

Purssnl lo the mut@l eqb€menl be!^@n th€ colloEtion .nd lhe Pl o, ihe ilsue
whelherlo@nvedtheme ioned dobt into equity @s submilled lo ooJ on June 21, 2012

ofl Febtu.ry 13, 2014,lhe DOJ di5mBsed the corpo€ion's petit oi ag.insr lha PMo
The corporaiion f,led a Morion for Re@nsiderarion (MR) whh rhe DoJ on March 14, 2014
which was denied by the DOJ on January 22, 2015. TheEaner lhe Coeo€lion filed a
Supplement to lhe MR on May 28 201 5 which was likewise denied by lhe DOJ in its oder

on June 25, 2015, the Co4oretion lil€d a Nore ot appeal w h the ofti@ ol the President
of lhe Republic or lhe Philippin* (OP) and fled lhe @Gponding AppalMemo6ndum

The CoeoElion sdr a lette. da€d July 21. 2015 to the OP e.ognizing rs I abiliry to lhe
NG in lhe amount ol P7.9 billion and pEp.sing lo'p€y on the mqniz€d obligalions,
paniculady given lhal the obliqatioi to the TRB lor unpaid @n6sion fes eflies w rh ir a
penalty o, re per @nl pe. monlh' The Corpo6lion is 4aiting lhe deision or the OP

n Deembs 2016,lhe CoQo6lion rcmihed tolhe NG lhouqh the BTr,lhe amount or
P566 3 mill on as padial payment ror NG s outstandinq shae in the toll Ev€nu. ror rhe
opeEtion or the Soulh L!&n Expesway (SLEX) u.de.lhe ToLl Ope€rion Cerlirrcate
(TOC)rrcm May 200710 Apat2010 (Note 17 3).

-he CoeoElrcl E eslrg lh€ €$lul on ol lhe OP on trs appeal

Pavment ol CoDo6lion's Oblrc.tion to ih€ Nationgl Go@rnm€nt

4 1 PBenlalion ol Financial Si.terents

42 Staleme oi Comoli.newirh Philooine Finan.ialRe

4. BASIS OF PREPARATION AI'ID SUiI ARY OF gIGNIFICANT ACCOUNTING
FOLtCtES

The linancLal statemenb oflhe coQoBlion ree pepa.ed using lhe historial @sr
bad6 The lin.ncial staiemenls se p@nted n Phitippine Peso, which rs the
colporston's tunclional curcncl all amoufis arc ounded off lo th€ n@est pee
ex@pl olhetuise indieled

The linsnci.l sl.lemenls ol lhe CoDo€lion rec pEpaed in a@da.@ wth
Philipplne Financiar Reponing Standards (PFRS) PFRS aB adopted by rhe
Financial R€poning Standsrds Cou.cil (FRSC) ,Em ih€ ponou^emenls issued by
lhe lntenational Slanderds B@rd (IASB), and appowd by lhe Phitippine Board ol



I' P..anlo' Ver{'-n"- a-d Cldqsrraro' o'r'nd'.dl ^".ers "nd 
r'nd.'dl

The linaical slalemeils as of Deember 31, 2020 and 2019 aid for the years
eided Deetrber 31, 2020 and 2019 were approved aid aulhoMed for ssue n
ac@rdan@ wilh a resolulion bylhe Board ol D reclors (Bo0) oi July 15 2021

TheCorpor.lion€cognzesainanciaLassetorafnancal iablily nlhestalemenls
of ln.ncE posilon when il be@mes a pady lo lhe cont6clu.lpmvisions of lhe
inslrumenl ln lhe €se ofa reouiar way purchase or sae ol fnancial .ssels,
€cogntron is done usmg setllement date a@unlma

Al ,inancial nslrumenls a€ iiitaLly recoqnized at fair vaue olthe consde€tion
qNen {Ln €se or an assel) or €c.ived (in ese or a I abilly) Except ror rnancial
assls and rnanoal labilles designated as at fatr value throuqh poil or loss
(FVPL) theii(a measu Ement ol linanc a i.strumenls ncludestransaclion@sls

Where the lransaclon pnce in a non-aclive markel is dirferenl from the l3t value of
olher obseruabe.urenl maftetl€nsclions in lhe eme insttufrent or based on a
va uaton technique whose vaiables in.lude ony dal. from obseruabe ma el.lhe
Corporaton recoqnizes the difieren€ beb/een lhe lransaclion pnce 6nd the fat
vaue (a Oay 1 dfference) in lhe slatements ot income unless it quailes for
recognilonassomeolhertypeof asset n€seswheredalau*disnolobseNable,
rhe d itercnce berween Ihe l€nsaclion pi@ and mode varle is on y €oqnrzed ii
the slalehenls of n@me when lhe nplts be@me obserusble or when the
nslrument is dere@qnized For each tEnsaclon lhe CorpoBlon delernines the
appropnate method of Eoanizinq the Oay 1 dfference amount

Financial Assels al Amotuzed Cosl

The CorpoElon cass ies itslin.ncial assets, ar ntial recoonion n the lolowng
calecones linancE assets atamodized @sl nnaicialassels alfarvalue throuqh
oiher @mp.ehensve n@me {FVOC) and inancial assets at FVPL The
classl €i on depends on the busnes modeLof lhe Corporanon for manag ng the
linancal assels and the @nlEcrua esh flowcharaclensr cs of rhe linanoat assels
Financal assets are not reclassiled sub*quent to inila reeqnlllo. unless the
Corporalion changes ls business mode formanaqmq linancalassets in whch.ase
al affected linanca assels ae Ecassifed on ihe li6l day ofthe reponinq peiod
to ownOlhe chaigeiithe busness mode

A ,nancial asset is measured at amonized @sl I I meets borh ot lhe to owng
@nd lions and s not designaled as at FVPL

t is held w h n a bus ness modelwhose oblectlve s to hotd lnanciatassets lo
colectconkactua €shflows: and



ils @niracllal lems give ri* on sp@ified dais 10 @sh flM thal ac slely
paymenls of p d. cipal an d nleesl on lhe pd ncjpal amouni oulsland ing

Cash rncludes €sh on h.nd dd in b.nlG wrricn .B sLt6d at fae value

Olh et F i n an ci al U abilhies

R@ivau6 ae noFdenvaive fnancid as*ls with lixed or detemrnable paymdnrs
3nd lixed matudi* rhala€ rEt quoted in an ac{iE ma el AlloMn@ lor 6edit los
a@u s is provided bs€d o an ffilu.rion ot exp€r€d loss ar in@pr,on ol a
@nlEcl; e@gnhion o, a cedit loss shodd no longe. wail lor th€G ro be objeclive

Afr€r inili.l m6.*lm€nl, ihe tinancial assets Ee subseq@nlly me.sured al
amorlizod @sl using ihe efiElve iniaBst hathod, less eny .llNa.@ for
mpament Amodized 6st is €lculeted by lakino into a@uni any discounl or
pemlum on acqui.ilion, and ,e6 lhal aE an inlegEl pad of lhe efieclive inleES
€ie Gains and los*s are rccoqn zed in pofii or loss when the financial assets ae
reclassil€d to FVPL, impai€d or de@qnized as well as lhough the amodization

Th6 CoeoEtion's e3h sho eminv*imenlsand l@ivabl6areincllded under
lhis c€teoory (Notes 7, a and 9)

Financial inerrurenl. aE dassi,ied as liabihies or €quity i. a@rdan@ with the
substan@ ol the @nt6clual amng€ment lnle6sts, dividonds, gains and lo6.es
€latnq to 3 fimncal i.strumeot or . Mpone.t thsl E . fnancial lhbility aE
eponed 6 expen* or in@me. oist.ibllions to holders of finanoel instrumsnls
classilied as equity are charged direc{y to equny, nel ol any €lated in@me td

Ihe CoDoEtion dassifies ns financiel ti.bilities, et initEt r€cogntion, in the fott@ing
Glegorie.: nnandal liabilitiB at FVPL..d other f nen.ial liabilities The Corporalion
detem nes lhe clgsilierion of it3 inancial liabilities at initiat rccogndion snd, wheB
arlMd and appEpnare, @cruetes such desiqn€lion .i €very eponin! dale. aI
rnancia I abi itj€s .e e@gnized initiaily al l3ir value, and n es or oans and
bonwings, nel oi dnedry aftibutabte tensaction @rs.

olher ,inancigt ti.Lrititi$ penain to issued frmnciat instrumenis that are not
designaled or clsssm€d as al FVPL and @niain @nlraduet obligEtions to detiver
@sh or anolher nnancial asd to th. holder or to serle th€ ob
t'm-qhlhe e(h.nge ol a trrcd .mounr or esh oranoherrnano; csset,ora r .ed
numbs ot its oM equdy shaEs
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Atter ln ial mesumeni, oih€riinancEl liabililies ae subsequenlly me*ued al
amonized @sl us nq lhe efecl ve interesl Ele m€lhod. Amoiized @sl is elcllaled
by taking ilto amunt any dis@unr or pEmrum on the issE and any dieclly
attr buiable tBn$clion c.6l3 rhar sE .n ilieod pan ol the efe<tive inleresl €le.

Gains and lo$es aE re@onized in the pofi or lo$ when lhe liab lhies aE
dere@qnized or impaned, aswellaslhrcloh amonia on p.@$

Th B .@unli.g policy appli6 pr madly lo linan.*J lisbililies (other lhan statulory
liabilities), lonq-rem debr and other non@rcnr liabilities (Nores 16,17 13 and 19)

4 4 lmBnment ot Finan.ial Assers ar Amonized cosr and Fvocl

4 5 DerMonilion ol Flnancial Assels a.d Liebiriti.s

ihe iohl 10 eeive 6h fl@s l@m thB ed has expiEd

The CoDor.lion e@rds an dloMn@ ror .expeded crcdii l6s' (ECL). ECL s
baed on lhe diire€ne betveen the @dradual @sh ll*s due in a@rdan6 with
lhe @nlract and ail the @sh ftus that the co4o€lion expects lo Geive The
ditreene is rhen dB@u ed a an apprcximalion lo the asets odqinal efiedive

For rEde l@ivabl€., rhe CoDoErion has applied rhe s mplilied apprc*h and h.s
e ohted ECLS basd on the liferime expecled cedit losses. The CoQo6rion has
eslablished e provision marix rhar is ba*d 6 its hisroi@lcredit oss expeden@
adlusled lor foMrd-looking facloG sp€cilc to th. d6bloB and lhe e@nomic

For debl insttuments heasuEd ar amodiz€d @st and FVOCI the ECL B ba*d on
the 12 month ECL, which pe eins to the ponion ol t etime ECLS thal E.uh iDm
dela(ll evenls on a ,inanciel instrum6d th.t 6G Oossblo wthin 12 mofths an $e
Eponing dale. HMver, when there h6 ben a senifi€nt incrcas in cEdt tuk
srnG n ial Bcognition, the d@ane rill be baed m the riretme EcL \4ften
delemining whelher lh€ cedit d3k of a lin.ncial asset has inc@*d siqndi€nlly
srn@ nitiel re.oSnilion, ihe Corpo6lion @mpaEs the hsk of a deiau[ @urrinq on
the financial insltument 6 at rh€ €podinO dat6 whh ihe lisk o, a delauh @udng on
rhefn.nci.l nsrrumal as at the dale ofinitEle6gn ion and @nsider Ea&nable
and supponabE infomeio., thar i5 available without undue @t or ettort, that is
indi@Uve of signili@nt inceass in @dn nsk sinc iniri.l ecogniton

Firaroal As$ls. A l5n.ncial asset (o. whe€ appllebh, a pad or e nnanciat a.Bet or
pad ol . gbup oi simibr linsnci.l a.@ts) is de@g.iEd when:

the CorpoEtion ctains the nght to @iv. €sh foE fom the financi.t .ss€t,
bLr h* assumed an obllg.tion 10 p.y th6m in full wilhout matedat detay 10 a th d
pany und€r a passrhDuqh' arenomen; or

the CoQoiaion has rB.srerEd its dght to @ive esh nN. tom the tinarciat
sssot and either (a) has trarut€md subsianriallv all the nsks and rcwards ot the



assel, or (b) has neithd lEnsfemd nor rehined substar'lial y all lhe risks and
rewads of th6 .s*r bd h* r€nsleded @nl6l of lhe a*et

Whe. lh€ Copor.tion hss tE.sieded its ighl to e@ive @sh nM f@m a linanclal
.sset or h4 entered inlo a p3sthough arangereni and has neither tEnsfetred
nor rerained subsranrially allthe dsks and @5rds of @neBhip olthe financiai asset
nor rGnsfered @ntol ol lhe linanMl asset. lh. ,inancial a*el ir €oan zad ro rhe
enedofthe Coeoalion's onlinuing involvemenl in the tinarcial.ssoi Coniinuing
nvo vemenl that lakes the fom ol a guaEnle wer lhe lEnefemd fnancia as*t is
measured atlhe lM. of lhe odoinalerryinq amounl ot lh€ roanci.lesset and th€
manmum .mounl of @nside6lion thai lhe Corporalion @uld be equtred to €pay.

Financhl Liabilili5. A linancial liabiny 6 deGog.ized when the oblioation under
the iabiliry B dEchaEed, enelled or has expired when an existina linancial
lablliiy rs r6plsced by €no$.r hom the same lender on subslantially diffeent
iems or th€ i€ms of an exi6ting liability 3re substanually modilied such en
exch.nqeor modili@lio^ istEat€d.sa der&gnilion oi the onginalliability and
the €@qnition oi a new liabilhy, and the differen@ in the especlive caqinq
arou4ls i3 €cognized in lhe slalemenb of@mpEhe-sive n@ne

A modilic€tion is onddecd subsianii.l il th. pB$nl value ol th6 €sh fl@s und€r
the ns tems, indudmo net fes pad or eeived and disunled using the ongrnal
eflecrivo interest Er€, is difibent by at l€aet 10 p6r @nt fDm rhe dis@unted pBe.,r
vslue of romsining esh tlM of the onglnal tiability

The la r value ol lhe moddiod fnanciEl li.bility is d6temined b€s6d on its €xp€cled
@sh flows. dis@unred using the inteEr €re at which the coDo€tion @urd €i*
debt with similar te.ms and @ndilions in lhe ma el. The difrerene be$een the
€ryn0valueoftheongrnalliabiliiyandlatvalu€orthen€wliabiity 3 rsqnized in
the slalements ol @mp€hensive inMe.

On rhe orher hand, if rhe dffeene do6 nor meer rhe 10 per @nt thcshoU, the
onsina debl E not oxiingukhed bul reely modiiEd ln slch @se,lhe @rryi.g
amounl is adjusted by rhe costs or l6es paid or re€iv€d in rh€ .$truct(r nq

of Financi.lAs*ts.nd L iel,irili6

Financial assels and in.nci.l liabilities ar. offs.i and the net arcunt eponed in the
st.temenls or finan.ial position il and only n, lhee is a curcnny enro@able ieqal
r ghl lo ofrsel lhe @gnized Emounls End the€ is inteilion io enb on a nel b3sis.
or io Ealiz€ ihe a35ei an d setlle lhe liab ility simu ltaneously Th E s no1 geneEl y th e
@se wnh hgsler n€ting agEements, and the elaied aels End lisbilit€5 ae
p6enled Ala in lhe siet€mnts ol linanclrl poeit o.



a7 Cla*faro- ol L nanoallnsr-me-l oet@en.Ebrly6no Lq-iy

A f nancia in.trumed is clcified as liabilily if ( pov d6 br a @nlGctual ob igalion

De Ner €sh or anorher fnanoalassel lo anolher entiyi

ExchanQe iifancial .sel8 or lin.ncia iabiities wlh another entily under
6nd tions lhst arc poienlially un,avoEble io the Colpo€lion; o.

salist lhe oblqalion other rhan by the exchange ol a fixed ahounl of esh or
another lina.c al asset for 3 lixed number of @n eqully shares

Ithe Colpo€ton does not hava an un@nditona nqhlto avoid delivenng €sh or
anoiher linanci.l assel io setle ils @nlBclual obligelion the obligalion meels lhe
defn t on ofa financia liability

nvenbnes @nsist princip.lly ol @nslrudion mated.ls, sp.c p.rrs, and suppl es
which aE slaled at @st gene€lly delermined by lhe arerage @sl melhod lor 5
siqnifrenl porlion ol domenic inventod$ and bv lhe liEl in. lirslout method fo.
olher nvenbnes Allowan@ ior lnv.rnory wile-d@n is poeided ior al
non'moving/obsolele ilems

PGFyments are expenss pa d n advan@ and B@ded as assels beioe these
ar6 uuLized Th*e aE @mprised ol insu€n@ pemrms other prepaid items, and
oedit ble withhodinq taxes Pepayme s ihal aE expecied to be realized for no
more lha. 12 mMlhs .frer the eponing dale aE classilied as curent assets:
olheMise. thse are clsssilied as olher non{urenl assets

The CoDo€tio. .@unl3 tor is inv$hents in whotty-oMe.y@drott6d
3ubsidiaies al @sl stie olher invesnnents classiled as fnancal assets a€
fre.sured al Lt value Allowane lor lmpa me loss is povded for invenmenl in
subsid aries whlle market adjlslment is a@ulned for i nanciat assets mesuGd at
fa r value and €@snized as oiher compEhensiw n@me or lo$

The ColpoEton believes thar th6.ffecls of no1@n$lidating the subsidisrcs.E
nol metend lo the linancial staleme s b@use thee subsdiaies ae no lo.ger
operaing, resultins in a@mu|aed defcit.ln 2015, the colloration h.s intiatedlhe
pro@ss of closing hs subsidi.nes ftar are no onge.opeEting and tho* thal ae
l6iq. On Octobe. 1 2015, as pad ol lhe eorganiz.rion and steamtrnrng ot
coporalion op€ErEns PNcc a.sumi! lhe opeGrcns of ocBcst which now
ope.ales as a sepaEle division ol lh6 coaoration



ln a eqllar bo.rd me€iing held on Novmber 14, 201 1 , rhe PNCC Bo.rd Gotued to
comply with the tulino ol th€ SupEme CedloiEnsfqard turn overlo lhe Nalion.t
Gryehmenl lhe sha€s of st@k in lollwey Jdnt Ventur€ Compani6 which PNCC is
holdinq in trusr ib. rhe NG.

4 Il Lnvestfrent ProEnv

lnvestmenl pbpeny E @mpnsed of land or building or both held to €m rcnta s or
for €p lal appecialion or both.lnveshe prcpedy is @gniz€d as an aset when
and only when 6 pbbable that fullE e@lmic benefts ass@ated with the
p@pehy f oG 10 the entity and the &sl of lhe properly Bn be m@suEd Eliably.

lnv6lmenl popedy is initi.lly me*uGd al cost Sub.eque io nhial l@gnitron,
lhe a@unl is slaled at fan velu6, Blrah h5s ben d€l€mined based on lhe aw6ge
valuations p€rlomd by lwo independen! nms of app€iseB every trrb yea6 The
changes in rat value s€ 6@gniz€d i. pDfi o. lo$.

lnveslmenl pop€ny is dee@qnlzed either when il has been disposed or or when it
is pe.maneni y w lhdtun fEm ue and no futuE @nom c benef is expect€d tom
its dispos6l Any g.in or lcs on lhe elircmenl and/or disposl ol nv*tment
prcpeny is re@gnized in pofrl or los in lhe pedod ol Eliement and/or drspos

TEnst€rs.c made 1o inv6hern poperly when, snd only when. theE is a change
m use, evidenc€d by ending oi @ner@palion or cmmffement of an opeEting
lease to anolher pady. TEnsf.6 aE made ircm invBlmenl popeny when, and only
when rhec is a change m u*, didenced by @mrenement ol the
Mer@palion or ommencffeit of developftnl wilh a vi* lo *ll
For a tEnrer irom in@slment propeny b @nero@ped propeny or inventories,
lhe @sl of popedy ror sub*que a@!fting is hs €rryino amunt rt the date o,
chanqe in use. Itlhe prcpery mupr€d by lh. CoeoEtion as an oMer(@piod
popeny bMm€s an inEslmenl popedy, lhe coDo€tion a@nts fo. such
p@peny in a@dan@ wnh the policy slaled undq pbperly and equipment up to
lhe dale or chanqe in use

Prcpeny and equipm€nt ae slated at @st, ls eumuhtod dep@iation and eny
a@mulaled impairment in vsiu6 Prcpeny and equipme arc subsequenity @ried

The inc€a* in lhe popedy .nd aqlipment's @rrying amount as . esult oI
rcvaluation is credited lo equity under th€ h€ading of 'R4atuation tncEmenr n
Pop€rty'. The @alued ess€i is being dep@iated and, ss slch pan oi rhe
.evaluation incemenl is bei^q .@&z€d 6 ihe as*t is used. PiMmod @liza on ot
the evallalion n*menl is efiecled on a ye.rly basis. Realization ol the rovatuation

'nccmenr 
3 c€dired 16 'Relined Eaminq, .c4nr

No €valualion inserent was eatiad n 20mwhit.P4.41a m tion rcs eatized in



Oeprsiation 6hfifre3 on@ the prcpeny and equDment a@ ava tabte tor the r
ntended use and is @mputed using the nEighl]ine method owr lhe Ltowing

413 lm.airmenr of Non,finand.r

Bu d nos ad 
'hprov€rents

Ofli@ €quipmant rur^iru6 and finu€s 5

Fully deprecialed assets .rc eiained in the a@( s (nlil they ae no tonod in use
and no tunher depecialion is ch.rqed aq.inst op€Eilo.s.

When the as*1s 5c ratied or otheNie disposed oi, the c61 and Bialed
a@umulaled depreciation and impaiment in value aE emo€d liom the a@unts
aid any gain or loss €sultng rrom ther disposa (calculated as the difteen@
betwsn th6 ner dBpoel prcceds a.d the €fying amou.r oi the asser) is
e@snzed in poiil or lcs.

The €tryng ahounls ol investment propeny, popedy and equpment, and other
non-linanciel ass.is wnh finhe useful llves and idle ass6ls are.wewed lor
impaiment when e@nls or chanqes in dElmsta@s indiele that th6 errying
amounl may nol be l€.@€ble. ll6ny sudr indicrtion 6xl5l3, and ii the €fiying
amount exeeds the €siimaled @verade amount, the as*ts or @sh-qeneralng
unils are Mtlen dwn to lhei eoveEble amounts The e(trreEble amount ol the
assel is lhe gealer ot rsir value 16 @sls lo *ll and value in use Th€ tair va ue tess
msls lo sell b lhe amtunl obt.inabl€ frcm the *le of an asset in an am s tonqlh
t€nsaction betwren knowledg€ble, willing padies, le$ @sls of dBpoel. Va ue in
use is lhe p6ent vslue oi estimated lltue @sh fiM expected ro ai* frcm rhe
@nl nuins use of an asset and tom it5 dispcal al the end ol s u*rut tife

n .ssessing valle in !*,lhe eslim.t€d 111!6 esh iows ae dis@unted to thei.
pre*nl value uinq a petar dis@nt €le thEt refl€cts cu@nl maftet a$esh€nts
ol lhe I me value oi money .nd the ,isks speifE io the asset Fo..n a6set that d@s
nol gon.Ele laEely independ€nt @!h infiows, the e@wdbt6 amount ts
delemined for th€ @sh,gereEting un to which ihe as*t betongs mpaimeni
loses are reognized in profil or loss n those exp€nse c€tegories onsrst€nt with
the fundion of rhe impeired asei

An a$e$renl is made at 4h epo ing dat. as lo whether there is any ndi@tion
thal previously @gnized impaiment lo$es may no longer exist or may have
de@ed It slcn indtc€iion exisG, lhe rcc@Ebt6 amount is estimated. A
prryiou.ly Ecogn@d imp.nment loss is @e6ed onty il lh6e has betr a chan96 in
the esimales us6d lo detemine th6 a54ts r@w€bte amount sine ihe last
mpa rment lo$ wss t@gni2ed lf th6t ls the €e, the €rrying anounl ofihe asset
ls incEased 1o ils rc.@Eble dount lh6t incEa*d amount €nnot exed the



€lryho smolnt rhai rcdd have ben deremined, nei of depreiation .nd
amonizaton, h5d no inp.lmenl l@! b6n BcognizBd lo. the assel in prior yea6.
suct €w6a is @gnized in prol5t or lo$. Afrer sucn a eveE.l, th6 d.pEiation
and amonizallon charqe is adjusted in lulue penods to alloete lhe.$€t's evied
erryng amoud, ie$ any residualvalue, on a systematic basis @er its Gnaining

414 Fan value Measu€menl

Fa r valle is the pde that would be l@iv6d to sll an *s.l or paid lo lEnsfer a
iabihy in an odedy lEnedion between madet pad,cipants at the m@sur6m6nr
d.te rh€ lat valu. medument i3 ba*d on the pBumpiion that the tEnsdion
to sell the ssset or t6Nfer the liauhy tak6 pla@ ether

The Corpo€lion measuE6 a nlmbq ot tinancial a.d noFfnandal assels and
liabiliues al fan vatue ei €.ch Bpo.iins d.ie.

' ln lhe pnnclpal ma(el for lhe asel or liabil ly, or

quoled pi@s (unadiusr€d) in .c1iE ma*els ior idenri@l a*els or

. Level 2 inputs oth€r than qwted pies included *dhin Lev6t 1 thal ae obsetoab e
for lhe assel or liability, eilher diEc{y or indiectly; and

. rn rhe aben@ ol a pincipal ma.kot, in tho mosl adva.l.g6@s malkei io. the

The principal or the mcl advad6qeous ma et must b€ scssible lo the

The fan vatue ol en .$et or a liabiBy is hesured using ihe assumplions lhal
marrd panicipants murd us6 whon pncing the assot or liabilty a$uming $a
ma*et palicipants acl in lh€ir Mnomic best inte€st

A fair valu€ meaucment oi a noFfnancial Gel tak6 inlo a@!lt a meftel
padicipanls Ebility to g6nerEte @nomic b€Ff 6 by using the as*t in its highest
and besl ue or by selling il lo .nothe. naitel pe icip3d that rculd use ihe as*r in

The Corpoalion us6 valuation techniques that .E appopdate n the
circumslanes and lor thich $urlo€ni dala .re available io meas(E fak va ue
maximizing lhe use of ele€.t ob$toeble inputs and minimzing the use oi

All a$els and liabifties lor utich fat vsl* is l@slcd or di..loed in the f nanciat
stsleheds s€ eleSo&ed within the lair valle hierarchy, descdbed as iolloG
basen on the lo@st l6v€l inpd ihat b srgnilEnt to the fair value nesuremont as a
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aputs'or ihe ass or li.bilily lhal.E nol based on obsetoable na Gl

For assels a.d lhbilities thal ac e@Snized in the financial statements on 3
@udnq b.sis. lhe CoDoration detemines whethe. lansfeB have @rcd
betwen levels in lhe hieEEhy by F.sdsing th€ .€tegoiz€tion at the end ot each

For lhe puao* of fair Elue disdosu€s, the corporelion has d6t6min6d class* ol
a*ets and lia bilit€s on lhe b6is ol the nalu e chara.iendi6 and nsks ol th e asset

Pdisons ae eegniz€d oniy when:(a)1he CoryoElion has a pBenl obligation
(legai or @nsttuctive) 5s . @suh or a pasl .vodi (b) il i$ pDbable (i.e , more likely
than not) that an outfl@ of @ou@ €mb.dying @nomic b€nefis will be Equired
to seltE lhe obligalion:and (c) a relieble estfiate en b. made oflhe.mounl ofthe
obliqation. Whee eme or Ell of lhe expenditu€ equired to *ttle a povision rs
exp€c1.d 10 ba €imbued by another pa.ty lhe eimbuemenl ls Ecognized as a
*p€Ete e$et onry wh€n it is vinuatv @nain th.i €lmbuemdr will be eeived.
The amounl e@qnized lor the eimbuemenl shall not ex@ed tne amoud of the

lf lhe efbcl o,lhe lime value ol money is matenal provisions ae delemmod by
di@uniing the expecled iutlE @h flM a a peid .ale that rerlecls curent
madGl 6*sments ol th6 lim€ v.lu. ol mon.y .nd, uh€ro .ppDpiate the .isks
sp€irr to the liabiliiy. WheE di@unling is u*d,lhe in@se in the prcvisEn due
lo lhe p.ssaq€ ol lime b Ecognized as an i eest expen*

Prcvisions ae rcviered ar ech rnencEr epodinO d.l6 .nd .djusted lo E tecl the

4.16 Eqliv

ShaE CaFilet 6nd Shac tuenh

TEasury shares ae own equity irclrumenls which ere rsacquiEd, arc @ried ,i
@sl and deducted trom equity. No gain or loss is @gniz€d on the pudEse, ste,

The Co@or3to. @rds shae @pilal al par vaiue and sha€ p€mium in eress or
the lotal @nfibutions cc€ived over rhe aggEgare par values oi lhe equily shaE.
lncemernd @sls hturod diEclly ainbuEble to the issuar ol n* sh6@ aE
e@g.ized * a dedudon lrcm equiv, net of any la eFects

Oefc pen.ins lo a@mulated lo6s ollhe CoDor.tion



reissusnce or c€nc€llation ol the Coeo6lon's M equity insttum s lJ\,!.en the
shaes are i.lired, lhe epital slock a@uft B ed@d by its par value 5nd th6
exe$ of co6l over par €lu€ upon Bti6med is d€bit€d 10 additional paid-in epitat
lo ihe exlent of lhe specifc or svereqe Eddilion6l paid-in €pilal when the sha€s
ree i$ued and lo €lained eminqslorlhe €mainins balane

Revenue i5 Ecogni4d to the extent lhat it is pobable lhat the Mnohic benefts
asscisted vih the lEnsadion wil now b lhe coaoEtion and the amou of
evenue en be cli.bly measucd. Rwenue B mesuEd al the fa r value oi lhe
onsid€Etion .B@ived or Eeivabie lakinq i o a@unt @nlractually defined lerms
ol payment and excludi^q tax6 or duty. Th€ Corpodion ase*es ts Evenle
amngement against sp6lic cdena in oder to delemine i, it is 3cling as pnncip.

The lollowing spsfic re@gnilion cr en. must d$ be toot botoe ewnue is

setoe inMe is @qniz€d on ihe basis or pee aq€ ot cmplerion method

Lea* in@re irom ope€ring l€.s€s f,herein subsLniiarry arl ihe .isk and @ads
of nership are .elained by the Colpo€ton as E lessor, is r€cognized on a
straighuine basis over the t6m ol th€ Blw.nt l6.s lha lea* in@me is de.ived
frcm ihe CopoElion's prcpenies not used in busine$ and being lessed our to th d
padies for a edein peiod, En4able unds sucn lems and @ndtions as may be
aaEed upon by both panies

PUElant lo lhe Supme Coun En Banc Ddidon, as dieu*ed in Note 1 the
ColpoElion no longer l6d! the iollway. in@me f.om ihe No.th and Soulh Luzon
To lways (NLT and SLT).

ln a@dane with the inbnm tubs and guidelines issued bythe TottReoutatory
BGrd (rRB) for the detemination ot the afrounrs due ro the Coeo.ation tor its
adfr nist aliv6 €xpen*s, lhe colro€lion @gnned 10 p€r @i ot its share lrom
the gos toll Bvenues of the JVCS, pending issuane or the tmptementing Rules

Reven@ and Aividahd ShaE lbh Johl Ventue Conpahies (JVCS)

Dividand incme B @gnrzed whon th. CoQoEtion'. ight to rcceive the p.ym6nt



Olhs in@me is Ecolnized when eamed

4.1a Cosls and &oenes

Cosls and expenses are dec@es rn e@noma benefits dunng 1he Eponing peiod
n th. fom of ou(l@s or dec@* of asseb or incuren@ of liabililies that Gsuh in
d6cr@se5 in 6quny, oiher uan rho* elaling ro disrriburions ro equity padicipads
Elpen*s ae recoqniz.d rh€n incu@d.

(d) rh€E i6 a .ubstanrial chense to the ssel

lnt6€st in@m€ i5 rccogniEd as il a@tued, laking inlo a@unt the pdncipal amount
oulslandinq and lhe efrbclive mteest 6tes

Bor@inq @sts ae expaed a5 incun€d Th€s. @srs Ep@ent lhe lwo pe. @
penalty charges impos€d by TRB on unpaid @n€sion l€ee.

The deteminaton of wt€ther an amngemeni is, or @ntains, a lea* is baed M
lhe subslan@ ol the amnqom.nr and r6qun6s an .s6!meni of wirelhq lhe
furillmenl ot the aranqeme 6 dependent on the use of a sp&ilic ass6r or asets
and the are.gement @nwy. a .ight to ue lhe 6*l A @s*$ment Ls made afrer
the ineplion ol lhe lease oniy if one of lhe lollo{inq applies:

(a) there is a chanqe in @nt€.tu6lterms, other th.n a ren@dor enension of the

(b) a enMl option is exaaisd or an an€nsion is gEnted, !nle* the tem ot lhe
€ne@l or enension was inilially included in lhe lease teml

(c) lh6@ is a change in lhe delemi.alion ol whelher lullillhenl ls d.pendent on a

Vvhee a /e6*ssme is 6ade, lese a@nting shatt @mrenc or ea* i@m
tha dale when the change m cirumstanG gives i* io ihe reasBsmenl tor
scenEios (.), (c) or (d), and al lhe dale ol ren*d or extension p.dod for senado

Ihe Corpohiion ss r le$a. Lees whEh do not lEnsiar 10 the CoDoEtion
subslanlially alllhe nsk. and EMrds ol dneBhip ot the alsel aE ctassifed as
opoEunq l@ses. Ope6nns l@s6 paymenc a6 re@gnized as an exponse in prcfii



or oss on a straighl- ine besis Nr the leese tem Assci.led cons such as
ma nlen5n@ and muB@ ac expeBed as ncured

The CoryoBli@ as a Lesot. L6e whe€ lhe Como€lion des iot lEnsrer
substanliaLly all lhe isks and @ads of oMership ol the 3s*ts ae clssir€d .s
opeEting le.se. Renl in@re fom opeEling lease is emqdzed asincome on 5
sterghume basis o€r the lease lem lnilial diBcl ccG incured in negotialing an
ope€tng lesse.e.dded ro rhe etrying amoud of rhe leaed aser and
recoqnized as an expense ovd rhe lease tem on the efre basis as cnt n6me
Cont nqent Enls .e E@gnized as in@me in lhe peiod in which they ae eamed

Oeler red id liabililie ae ecog.iad for atl lakble lempoary difiere-G. +epr

culerl 7a curent in6n6 ld a556ts o. rbbililies conpnse of thos€ craims ircm,
orobligstionsb, rwlaulhoiiies Elaiing lo ihe curenlo.prior eponing perod lhat
ae un@ll@red orunpaid ar eponing dale They aE el@lared a@din! rotheta
rates and lax las appliEble to the tisl peiods lo which they rc ate, bas6n on th6
ld.bl6 prctil for tha year

Deleftd lax. Oeleied lax rs e@gnr2ed in esped of lenporary diffecn@s
be&een lhe @rrying amounts ol asets and liaLilities lor linanciel reponi.q
pullGes and lhe amounls led for tdalon purpoes.

wh€E the detered lax liabihy anses ircm lhe initial e.ogniton or goodwil or or
sn .ssr or li.bihy in a tEnsclion lhal is nol a bBines @mbinaion and, at the
,me ot lhe tEneclion, allecls neither the a@unling pofit nor raEble p@fit or

with r€sp€c1 lo laxable tempoEry difre.enes a$@iated wilh in@slh€nts ln
sh5r6 of .t@k of subsidiaies and aseciale, whe€ the timing of the €vetsa of
the tempo€ry ditlerenes €n b6 6nrbll6d .nd ir i. pbbable lhal the tempoEry
d fferenes will not rcvee in the fore€ble luture

De,ered 1ax assels are €@gnzed lor all deduclble temporary dfE€nes,
en,ioNad benefrts ot u.usod l* mdits - Minihum Coeocte ln@meTa(MCll)
and unused lax loss - Net Ope€linq L6s Ceny OBr (NOLCO), to the odent lhat
t r p@bable lhat taxable profil will be ev.ilabe.gai.sr whch the dedudrble
tempoEry dirib€nes, and lhe @l4/ioNad benefils or ll ClT and NOLCO €n be

$tere the delered l* as*t elating lo the deductLble lempor.ry difreEnce
an*s from the nili.l €cognition of an ast or liabi ity in a tansaction rh.t is not
a business @mbination and, ai lhe time of lhe tEns&ton. afieds n6nher lhe
a@unlino pofn nor ld.ble DrcIn o. bsst and

w lh €specl lo dedudible t6mpoEry difr6Bnc6 as@iated wth inveshants n
sha6 ol st@k ol subsidianes and a$ociaie, deletred iax .sets a€ rccoln zed
only to ihe ene $at it is prcb.ble lhat the tempoEry diftb€n@s wilt €vere in



a 22 Va u€.Added Ia, (VAT)

Ffle-ues ex@-$s .-d assers ae @Snized -er ol rhe ar oufl ol VAT. e^epr

The @rrying smunt ot d€ronod ld sssets is eviewed ai each epod ng daie and
edu6d ro the ened that il is no longer pobable thal sufflcienl taxable pDfit w ll be
eailable to a ltu all or p8d ol the deler€d lax a$els to be dilEed UnMqnized
delercd tax assels ae eas*s*d al eai €poilinq dato and ec @gnized lo lhe
ene lhat il has b@re pobable ihal luluE t*ble profit wil a le lhe delered
iax .sset to b€ r@v€rcd.

Oelened 1ax asseb a.d liabililies ae me.sucd al lhe td €tes thEl 8re expected to
appty lo lhe pe.iod when lhe assel is Galized or lhe liability is seltl€d basd on tax
6les and lax lM ihal hwe b@n enadd or subslantively enacled .t the repo.nng

Curcnl lax and d€rened tax ae E@gnied in prcfrl or lN, exepl lo ihe exenl lhal
it relates to a businBs otobinaiion, or lt6ds @onized d redly in equity or in olh6r

Deieredlaxa*elsandde€redlaxli.billti*aeofset, italegalyenio@abe ght
ex6ts to s€1 or curcnl lax aseG against curcnl tax liabililies and lhe de,ered
r.x* 16l.16 ro rh6 *me leble enlily and lhe eme laxat on aulhonly.

ln determining the amount ot curenl and defetred tax, lhe CorpoElion lakes nio
ac@unl lhe mpact ol u@.lain lax positions and whether addilional bx.s and
deresl may be due. The CoDorstion beli46 lhal lts a@als for tar liabilities ae
adequale for allopen lax yeaB based on ils assmeni of many,acloB, including
dee€lalion ol la l&s 3nd pnor expeien@. This asgsmenl Elies on esi mates
and assumplions and may involve a seies of judgmenls aboul fulue ewnls Nq
infonalion may be@me available lhat €us6s lh6 Corpo€lion 10 change lls
judqment egading the 3d€qu*y ot existing tar liabilites, such dlanges to 1er
liab lities will impacl la expense in the pedod that such a deiemination s made.

ihe loreseeable inu€ and tebble polh will be available aqainsi which the
tempoE.y difeEnes @n be ulili4d

wheE lhe tax incur€d on a purcha* of assels or seMes is not rc@v6Bbl6 fEm
lh6 lsx.tion .utho.ity, in which ce lhe tax B @qni2ed as pad ol the @sl of
acquislion or the Esset or a6 pad of the €xp€nse (em a5 appli@blei and

Eceivables and payables lhar ae siared wnh $e emenr ofis( rc,uded

The nel smount of lax e@ve€ble fom, or payable to the ld.tion authoity s
inc uded as pan ot 'PEpaymenls' or 'A@unts Payable and Acru€d Expen*J
a@urns in the ste1efr4i6 otlinanchl position.



4 23 Creditabte withholdin

425 Baslcand Dilurod E.mrnos P c

4 27 Evenrs Ai ih€ Financiai ReDonino Dare

cEdirabre srhhddino tdes (cwT), includ€d under 'other asels' a@ult in lhe
sralemenrs or fnanciar p6ition, eprseni rhe arcunts withheld by aslmeE fom
in@me payments lo the Coeo6lion le$s d@an@ io. prcbable loss6 CwI aG
deductible irom income 1ax p5yabh

Padies ae @nsideed ro be relared it one psrty hes the abilily, direclly or indiEdr.
lo @nl@lth€ oth€r p.dy or.xedse signiienl influen@ *rlh€ othar pany ir
maklng financisl and opeeling deisions. Pani6 aE also @skier€d 1o b6 €let6d
thev sre subie<t lo cmmn @ntrcl and signili€nt innuBn€ Rel.ted padies fiay be
indrviduals or @rporale enlilies. TEnections baiwen elaled padies ae on an
am's lenlth basis in a manne. similar ro tEnsE.tions with non{elaled pan es

Basic EPS is @mp(led by dividing lhe nel in@m€ ror th6 p€dod .tlnbulabr€ lo
equity holdeB of lhe CoDoralion, nel ot dividends on pr€for€d sh.6, by the
reighted eEg. number of i*u€d .nd outslanding @mmon shares dudng the
penod with etrcaclNe adjusbnent for any stock dividends delared

For the pulpo* of @mputing diluted EPs, the nei incme for the peiod at bulable
to equity holde6 of lhe Corpo€lion and lhe reighledaveEge numb otlssuedand
outsl.nding @mmon sha€s dunng th. pedod sre adjusted lor the effecl of all
potent al dilutive deblorequity in9tume s.

As al D@mbs 31,2020 and 2019. ihe CoryoEUon has no dilulive equily

Continqent iabilities ae not recognized in lhe fnancial statemenls. Thee are
disclosed unless th€ pGsitility ot an ouiflow ot Esou@s embodyinq economic
benefils is emole. A @nrinq.nl*s€t is not Gognt€d in rhe tinancial statements
bul d 3clo*d when an infl@ or e@nomi. benefts is pobable

Post year+nd wents up ro lhe dale wha lhe linancial slalemerts rec authonzed
for issue by lhe B@rd ol Di6cto6 th.t p@ide .ddilion.l infomation about the
corporation s posilion at rhe fnancial eponing dare (adjusri.g events) ae Enec{€d
in lhe limncEl stalem€nt.. Any pGt year4nd *nts that a€ non,adjusi ng w6nts
aE d sclo*d in lhe notes to linan.iEl statafre.ts wh6n m5red.
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5. CHA GES tN ACCOUI{TII|G POL|C|ES

Adoot on oi New and Revised PFRS

Enectile k 2020 thal ae eievaot to the Co@o6A@

b Elrecl,\e in 2o2o that afr not blevant to tl€ Coqadhan

The a@unling policles adopled ae @ndsleni wilh thos6 of the pBious linancia
yeer ex@pt for lhe adoption of lhe foll@ing amendments that ae rclevant lo the
Co.po€tion efrecliw besinnins January 1 , 2020.

AmendmenrE ro PAs 1, PEsiltatDn ot Finandal Saaleaorb .nd PAS 3.
A@unting Palici6, Changes k Ac@rlirg Esdral6 6ad E@6, Delinirlon or
Matera - The new deiinition stat* thar iniom.rion is m.r€dal ii om ing,
msdaing or obsnng @dd @sonably be expecled to infuen@ decso.s
thar the pnmary u*E of geneEl purpose fnancid sHemenls make on the basis
oi lhos. lin a n cial Blatemeds, which p rcvide linanoa inromation a bout a 5 peciflc

Ahendhents lo PFRS 3, Brsir6$ C@bir€rons, Delinition of a Businass - Th€
am6ndments .6 atreclive for bGiness combinatons lor which lh€ acquisil on
dale is on or aier lhe beqnning of the fi61 annual rcponing penod begidnrnq on
or an$ Jan@ry 1 2020 and to ass€t a.q(isitions that o@ur on or aiter lhe
beginning otlhal pe.iod. Eadie. appli@lion is pemitied. Theamendmentdefnes
business as an iniegEred *t ol aclivities and a*eis rhar s epable of being
@nducled and managed ior the puDo* oi pEviding goons or seoes to
cu5tome6 seneElinq investme in@me (srch as dividends or inleest) or
qeneraing other in@fre lEm odinary eclivitres a business consisrs of inpuG
.nd pl@ss6s applied tothGe inpub thal hde the ablityto @ nbltelothe

Amondfienis lo PFRS 16, Leag, COVID lg-Elared Renl Co.e$ions - rhe
amendme exempts lesses lom heLng to @nsider ndividu. lease conlEcls
to deiemine whelh Enl @nesions o@uning as a dtecl &nseq!€ne of the
@vd-19 p6ndemi. ae leae modif.alions and all@s le$ees to a@unr ror
such €nt @Msions .. il th€y re€ nol l€.s modi,i@tions. 1 applies to
@ d 19 rclaed Enl @n@sions that redue le6s6 p.ym6nr! due on o. bero€

c N.w ahd atuh&d PFRS ised btt not vet efre.ti@

Efecr'velor6-nua,penodsDegirn.nsonor.fi.rJanuary I 2021

The new and amended PFRS which aE not y6t efiectiw ,or the year ended o*mbar
31 2020 and h.ve not ben apptied i. p€penng the linan<ial stalements a€

PFRS 17, LsuErc ConL?cts - Ihie ltandard will Eda@ PFRS 4, /.suEnce
Corldcls l Equies insu€ne li.bilitis lo b€ me*lred at @renl tuttitlmenl vatue



and pDvides a noe unilom mesu€menl and p@*nlal6n apprcach 10 achi4e
@ns stenl principl+ba*d a@unlinq lor .ll ,nsu€.e @ntEcls. I aBo equi€s
simila. pn.cp€s to b. appll€d to €nsu6n@ @nlr5cls heLd.nd investme
@nlracts liih dlscretionarv pan€ipation leauB issued.

Effeclive lor annual pedods beoinninq on or afler JanE.y 1 , 2022

Aae.dne.is to PFRS 3 &s,nss Combiraro.s R€fecn@ to the Conepiual
FEmeed( - R6fe€n€ to lhe i 9a9 Fam4o in pa€gEph 1 1 ol PFRS 3
Bus ne* Conbinatio.s was updaled lo 201 I FEmemlk Potentia 6nll cls octur
as the defnition ol a35.t5 and liEblliries in lhe 2013 Frameerk di,ter f@m lhose in
th€ 193S Fr5fr4ork polenti.lly leading to day 2 gains or lo$.s posr4cquisitron for
eme balances edonized

Amendmsrs ro PAS 16, P,Dpett, Ptant an t Equhhnt. Ptoeeds before lnlended
u* - This amends lhe standad lo pbhibit deducli.q f.om the 6st of an iiem of
pEpeny, pr.nt .nd equipm6r Eny p@eds ircm selling tems prcduced whi e
bnnqing thar asset to rhe l@ation an l @ndilbn ne@ery rar il to be @pabte of
opeftling in lhe nanoer i.lended by aanas,rahl tnstee.l, a @w rc@gnhes the
p@@ds ,on se/riioq such ,t6ms, and lha cost af abduclng lhoe nens h pant or

tmerdnerts ro PAS 37, PrcvEbrs c@tingenl irablftas and Contngena asseis,
onerous cdt6.ts - cost of Futtitting a cont661 The chang€s specify that the
@sr of fulf ll ng' a @nrEcl comp.i*s rhe @sls th.l €lat. dt6cr, 10 th€ @nl6cr'
cosls rhat relale diectly to a codract @n eiiher be in@me.lal cosls ol iuflllinq thal
@ntEcl (example. rculd be diEcl labor, mabn.b) or ei a lodton or other @sts
rhar Elare dieorly ro fulfilling @nrrads (an eEmple Muld be lh€ alloc€lion ot ihe
depec auon chaEe tor an ilem ol p@pedy, plant and €qupmeni usd ir iuliilling the

AmendmanG ro PFRS 1. F t-tiDe AdopLbn of Philippke Fk6nci6l R.lndng
Slrnd6n s, Subsdiary 6s a nd.lime adoBer - Tho amendfr€nl pomits . subsidi.ry
lh.1 applies paBg6ph 016(a) or PFRS 1 to m6suE cumulalive t€nsalion
diibenes using the amdnls dpoded by s paenl based on lhe pa€nfs date of

Amendments to PFRS 9, Finaroal Lslnrmorls, F* in lhe 10 per 6nl r€sl lor
d6r€@qnit on or linancial liabilili6 The amendm€nl dariti$ wirich fees an enlity
ncludes when Ll applies lh6 10 per ent test in paagEph 83 3 6 of PFRS I in
as$$ins whether io deEogni2e a fnancial liabil ly An enlity includes only rees
psil or recived b€tw@n lhe ently (lhe boM.) and rhe lendq incuding rees
paij or €eived by enher tha €nlity or the l6nder on the oth6/s b€half

Amendmenls io PFRS 16 Le6ses Leae lnentiws The amendment to
llluslElive EEmpE 13 ac@mpanying PFRS 16 emdes nom lhe esmde the
irlusrEtion oi rh6 €imblrefrent of l€sehold imp@emnts by lhe le$or n order ro
eso@ any polenlial @nfusion cgarding lh€ tEalmenl of l€se in@ntves thst
miq an* b@ue o, h@ lese inenti@s ee illust6tod in lhai€Emple.

l9



Amendmenrs ro PAs 41, Aerdlt/E, Tdarion in tair value me6uremnls --rho
amendment /emd6 lhe equi€ment ln paEgEph 22 o, PAS 41 ror enlilies lo
exclude l.xalion esh fllM when reslnng the ten vaLe o, a bolog!€l asset usi.g
3 present velue technrqle This rill ens!€ @nslslency with lhe equiemenls i.

Efelive fo. annual peiods beqinnins on o. afrer Janlary 1 , 2023

AmeMme s ro PFRS 17, /rsEe connacrs - The main chang6 Butins rDm
amendme sn PFRS 17:€

Amendmenrs ro PAs 1 Pewtadan of Fkancial slalererts. c assm@tun of
Liah itEs as curenl or Non-curenl - The ame.dmenls aftect only lhe presenlation
of liatilhi* in rhe 3talemenl oi financial position not rhe amounr o. liming of
rcc.gnition of any a5s6t, llabilily in@m or expenses, or the infomation th5l enlnies
discrose about thce tems crarE that the da$ifcatbn of riabirities as curent or
noiqrcir (i) should be b3*d on nghts thar ae in exisren@ at rhe end of the
reponinq penod and alignlhesding in d aneded paEgEphs lo eierto$e nghf
lo debr sel €me by al east l&elve monlh. and make explicil lha only ighls n
pa@ at lhe eid ol lhe cpoding pedod' should efiect the classiliEt on of liabiliy. ( i)
is unaffecled by expeclattrs .bout whelher an sfty wll exercEe [s ight ro d6l6r
setlement ol a liabili9, and (iii) settlment.eteB ro rhe rEnsfer ro rhe @u eQady o,
esh, equity instrumdG, and olhe, aell or sryi.€s

D€rorel ol the dale oa inilia I appl c€iion of PFRS 17 by two yeaE to annual
penods beqinnino on or stt€r Janusry 1, 2023 snd ch.nqe the fxod expiry date
lo. the tempoGry exemplion in PFRS 4 lnsu€ne Contracls trcm appty nq PFRS
I Finrncial 1n31ru6efts, so lhal eniiliB rculd be equied to appiy PFRS 9 for
annualpenods begLnning on or.fter January 1,2023

Addi|onal s@pe erclusEd lor cedil ed @ntracts and simil.r contEcls that
p@ide insuran@ @veraq€ as reLl as oolional sopa axclusion 60r oan
mntracts rhat rEn.fer signilient inslEne ,isk

Redgndion ol insu€ne acqusilion esh fl@s €lating to expe.led dntEcl
Bne@li ncludinq tEnsition prcvisionsand guidane lor insudn@ 6cqui5ilion
€sh fl@s @gniz€d in a busines acquied in a busine$ @mbinslion

Clarri@lion of lhe applieton of PFRS 17 in intenm rinancial statemenls
all@ing an a@uniing policy choe 5l e epo i.q entity €vel

Clarilietion ol the spplicstion ol @nt@d{al seNie mrqin aftbutabls 10
invesh€nl-relurn setoie and investmen!€leled sorue and changes to lhe
oresp.nding dilclosue €qui€ments.

Enenslon or the nsk mitbation option to include €insud^ce c.ni.&1s he d and



Amendmenls to rcquiE an slity lhal al inhial rccogniuon rccogni2es lo$es on
oneo.s insuEne @nfiacls $ued lo dso rccog_ize a g.n on rc'nsuG_ce

simpli,ied pEssrarion o, insuEne @nrEcls in the sraremeni o, fnanciar
p.sition so lhat 6ntit * would pE*ni i.8u€ne @nlEcl asels and liabilities in
lhe sbtemenl ol finenci€l pos.t6n deiemined usino portfolios of insuran@
@d€cts €ther than grcup8 of insuGnce contacls

Additional lransnion elier lor buslne$ @mbinalions and additional 1€nslion
Eliel for lhe daie of apd caion ot lhe tuk mibgalion opl on and lhe use of the fak
lalu€ t€nsilion app@ach

SryeEl small amendmenls esardins minor applic€1ion lssles

Amendmenls ro PFRS 10. Co6o/dared Fnra@a/ sratemrls and PAs 23
/rvesherrs i' a$@ares ad Jdnr verrua. sale or contibution ol as*ts
Between an lnveslor snd ils Asmi.l€ or Joint VontuE - The ammdm€nts add€ss
. curent dnflicl betwesn the lvo 516ndards and cl.rify that a qaln or loss shou d b€
€ogniad tully when the t€nsaclion involves a b!sne$, and panially if it involves
as*ls lhal do no1 @nstilule a busines. The ef6tive dale of the amendnenls.
nilia ly set tur annual peiods beginning on o. aner January 1 2016 Ms defer€d
ndeinilely in De@mbq 2015 bul edier applicalion is still permined

Under prevEiling circuhstsncs, lhe adopdon ot the lo6qoinq ntr and amended PFRS
is not expeded to have any materilll ened on the fnancial stateme.is of the

6. SIGNIFICAI{T ACCOUIITIIIG JUoG ENTS AIID ESTI ATES

The pEpaElion ol the a@mpanying linancial slalements rn @nfomty with PFRS
reqlics Manaqom.nr ro 6ake €timates thal afreol the amounts reported in the
Iinancia slalements and ac.mp6nying notes. Futue @nts msy GUr which will
€use lha a$umplions uled in ariving al lhe Blimales lo change The estimates and
assumplions used in th€ a@mpanying ,inancial slalements are ba*d upon
Manaqemenl's Mlualion ol elevant facrs and ci@mslan@s as ol the date ol th€
financia statemenls Actusl Esu[s 6uld difier iiom sEh elmates

Esrim.l* ae @nlinually evaluated and ae based on hEtorel €xpei.ne and other
lactoB Lncluding expect.tion. otfuluE *nts lhal aE believed to be reson.ble under
the dEumslan6. Rev sons aE E@g.ized in the peiod in which the judgmenis .nd
ostimates .€ €vied and in any futu.e p€nod Efiec{ed



ln the proe$ ot applylnq the Comoelio. s a@uning policies, Managmed has made
the tol owing iudgmenls, apad fom th6e involving eslimalions, which hare an etred on
the amounls EcoSn zed in the tinanoal statemenls:

OpetalkC Lae* Cmtuitaents - fhe CoryoQlj@ as a Lewr/Le$ee Th6 CoeoGt on
h.s enlered rdo vanols l.ase ag@menti €ith$ a5 . l6ssr or a es*e The
colpoGtion has detemined lhat it etains alt the signifi€nt isks and wards ol
oMeBhlp or the prcpeny lea*d oul on ope6ling lea*s while the slgn li@nt risks and
r€Grds for pr.p6riy l.5s!d rom ihird panieE aB .€iain€d by the l€55o8

Renl expen* e@gni2ed in prcf or lo$ .mounted to P73,:61 lor both 2020 .nd 2019

rsin66dg atlowance tu inpain@r ross on /@ns and 6@uaD/6r

The key assumpions conening lhe lulue and olher key sou@s ol esiimation
un@rtain, al reporinq d€t6s thal have signiri@lt i.k of @!3in9 a maleia adjustmenl
lo the e.ryinq amou s ol assels and liabilities within the nen finanoal y6ar aE

Lea* i.@me @gnized in poft or los amounted to P33 354 million.nd P29097
million in 2020 and 2019 resp€ctN€ly (Noie 24 2)

Conl,rqend'es The CoDo€tion Ls @rernly involved in vanous pending crarms and
lasuirs which @uld be deided in ldor of or againsr the corpo€lion. The
Corporation's estimete o, the pobable cGts lor the reelulion oI these pending clarms
and l#lis has ben de@loped m @ntull.tion wilh in-hou* as El .s the otlice of
lhe Governmenr corpoEre coun*r(occc) handling rhe proseurio. and deren* of
lh€s. matl66 and ls ba*d on an amlFB of pobnnalFslhs The ConoEt on drenlly
do6 not belEve that thes p€nding daims and lasulls will h.v6 a mai€nal adveEe
etfed on its linancial posilion and rnancjal pedoman@. h is possble, hMver, that
rulue rnandal pedomare @uld be mre.ially a,fected by lhe change in the
€s1ime1* or in the efiecriwre$ of srral€ies relaling io these pll)edinqs. No aeruds
re6 mrd. n Elalion to ihese prceedinss (Noie 33)

The Colpoalion maintains .n allowan@ for impaiment 10*6 at a evel onsideed
adequate lo p@ide lor p.lent6l un@ll€clible F@ivabl* The level ol this dlMn@ is
alaluared by Managfrent on lhe basis of laclors lh.l .fiecl the @llectabiliiy of lhe
e@unrs lh.s laciots indude, bul ae nol limited to, the custom€/s and les*e's
paymenl behavior 3nd knM ma*el ,acloE. The coaoalion eviM the age and
daus ot rceivables, and idanlri* a@unls thal aE lo be pmvided wnh .IN.nes on
a @ntnuous basis. The CoDoEtion p@ide5 iull doMn@ for @v6btes thal (

The amounl and hmmg or e@,(ed expenes for any penod woltd difie. if rhe
CoDorarion 6ade difierenl judqments o. utilized difrbent estmates An ins.ase in rhe



allow€n@ for impaimenl los*s on recoivables nould inc€ae e@ded op.nting
erpens6 and deBa* orenl asets.

The CoQo€tion had €@gniad ewEl of all ane for mpaimen osss on oans
end receiva bles amounrin g to P 1 303 milion in 2020 (No1e 26).

7, CASH

2020

Cash in bank - lo@l curency
Cash with @ll€ctinq/disbuBinO off@r

121,767,187
226,@0 tqplq

134,697373121,99r,747

Cash in @11- oelcuBncy eahs 
'nleEst.t 

lne pevai'ng oank deposl6les

8. SHORT.TERU INVESTIENTS

-rhe copo€lion has P100.327 mlllion Fstricled e5h held in custody by the
CopoElion's banks, lsed as @ll.te€lfor the issugn@ ofthe appeal bond c:EmestoN.
Valentin, er .l vs PNCC e*. On Ndmber 14, 2016, the Supem Court endered in
PNCC s tavor, denying whh linality the Nodh Luzon Toll@ys (NLT) Employes Motion
for ReconsidoElion. with sucn denial, rhe dismissal or NLT EmDroyees' @mplainr,or
vanous froney cl.ims egainst PNcc i5 n@ nnal and ex4iory, hene lhe cstnct€d
€5h was @ened fm olheras*ts io the @sh ac4 in2017 onFebruary7,201a,
lhe CorpoElion liled . Motion to Rd@se Aond and declaed the €* do$d .nd
ie rminaled wilh the Labor A rbite. O n Auglst 22, 201 I, the Labor Arbitor issu€d an O der
cEnling th€ € 63s€ ol the emaining collaleEl.

On Apn 23, 2021. PNCC .equested LBP lor the rhmedirl€ €t@6e of the p36156

ln a let* dated Febr€.y 10 2021 , PNCC Eqesled the rnsuEne Commission 0C), es
@nseNalor ot lnvesioB A$u€n@ coDo€tion, to issue d6aEn@ a. rcqu Ed by both
Land &nk or lhe Philippines (LBP)and oewlopment Bank ol the Phitippin€s (oBP) tor
the elea* of lhe P100 327 frilllon 6ll.re€l

on Apnl 3, 2021 , rhe lc h8 i*€d a deaEne to retEse the P90 mi tion @Iatera hetd
by LBP Out ol ihe P90 miLlion, only P86.156 million Ms deared ror rctese in favo. of
PNCC and lhe maininO P3 844 millon is nithheld pendinq €sotution b€t@n atl

This a@unl @nsisls of money pt@rents in LBP snd DBP in the amount ol p1 333
bilion and Pl.186 billion in 2020 and 2019, Espelively Mrh varying peiods of 106 days
or mo€ depending on lhe immediste esh GquiEmenl3 of the corloBtion and eam
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inteesi al lhe p@aiiing shod-l6m inv$imenl Etes Enginq frcm 1.10 per cent to 1.80

lnle€sl eamed on $6e rnvalments am@nled to P25.479 mittion and P22.552 m ttion in
2020 and 2019, especrively (Note 24 5).

9, RECEMABLES

Th s a@uni 6ns61s ol lhe loll@mg

All@En@ lor impaimenr Losses
528,806,t84
fl72.300.607t

s63,351 924
(177 ,621 ,614)

2419

Contribulions and premiuhs Beivable

12lt,,196,809
r5t,9t i,7t8

6,125,420
69,alo

61,211,44

152,263'174
9957539

24 637
102,372636

355,507,577 190,730 310

An .Ll@an@ for impairment losss is povidod for A@unG eeivable and Lnlerest
l€civsblo amounring io P172.137 mitlion End P163,499, Bsp€ctiveiy

A@unls @ivabl€ mainly @nsisls of lhe loll@ino

> A@ pLshm6d and .etention eei€ble lrcm the Phitippine Merchaft Maine
Academy (PM[4C) lolaling P73173 million, wh€Ein a @solution in tarcr ol the
Co@oration @s €ndeed by the Depanmenl ol Justi@ on Auolsr 2, 2006,
odedng PMMA lo pay th€ pdncipal amount plus six per ent rnterest p6r annum
fbm rhe dare or lirsl domand on June 24 2004. The Offe or tho Govemmefi
CoAocle Coln*l(OGCC)wa! Bqu6ted to nle a Peliuon for mon6y ctaim wilh
lhe Commission on Audit (COA) in beh.r or rhe Coaodion. On Norember 7
2013, the Pet ion was,iied aith COA. The COA h3s alE.dy dneded the PMMA
to I le its Ansrer to PNCC'S Pelilion. PMMA tited its Anser dated Febtuary 4,
2019 Consldenng that srid AnMr was fted lale OGCC ti ed s Morion to $nke
od ansrer .nd pEyed thal lhe 6e be &nsidBred submined fo. deision

Lal March 16, 2021, PNCC Eeived a Decision daled Febtuary 11,2021itufr
COA denying the Pelilion ror Money Claim against PMMA PNCC ited a Morion
ror R@nsideErion of the sid Oeciston tasl Aprit 15, 2021
Ae ins ih€ aclion ol COA on PNCC'S Mobn for Rsnside6tion

Bill.d and unbrted @ivEbt6s fom the Skylvay Opealions and Ma ntenane
Coeorat'on with .n €g€Eqal6 amount oJ P42.937 mitiion for manplMr $eic
provided in the toll operations



> AMplishmenlandde ion lmivablo rom $e Philippine Phosphale Feditizer
co@oElion.mou inq lo P12790 million lor the repaiE and maintenan@
setoies p@iied in the €habilitation o, its plant lo@ted in lsabet, Leyt€

I 1 BEakd@n of the lnreraoencv @Nables a@unr

202n 2019
Due fom Nalona Govemme Agenci€!
Due fom subsidiari€s/assciates/aniliates

r50,000,001)
90,t.?96

lso,tot,706 152,261'174

Due trcm Narional Gowmment Ag€ncias 6ns5i of rcmiilanes to the Blreu ol rhe
Teasury (BT0 ot P150 millbn (P50 nillion n 2003 .nd Pl00 million in 2010)
oignaly nt€nded lor application alainst the unFid onesion fee blt was
6.dimed by BTr to have been applied aqainsi oulslandinq NG advan@s b the
Corporation. The acount is innialy @rded 6 Advan€ to BTr pendrng
clailicalion on lhe applicalion ol peyment @nsidednq lhet no iabiliy ro BTr s
d@rded n lhe book5 of ihe CoDoEtion (Noles 17 and 23).

ole lrom *b6idiai6s/.ssciates/afiiliates totaling P0 902 milllo. and P2 263 mi ion
as of D*nbq 31 2A2A and 2019, €spectivey, EpEse vanols
a@mmodalionslolhe CoQootion's subsd€ries

9 2 Br€.kdM ol th€ Other l€eiv.bles adunl

2019

Du6 fom ofiieG and employees 914,726
70,304867

883,964

A l@an@ for impairmenl lossee olher
7t,219,693

l2o,oo5/,t4)

122,374030

(20005444
51,214,2a9 to2 372 636

oue frcm ofi@rs and employes minly @Bist oi eh advanes or P0 s92 miltion
and .eivabl4 ircm Ex€cutive A$istants of the Dtecto6 due to exes
pote$ional,ees paid by PNCC amounting to P238,858.

The Gowrnan@ Commi*ion for GOCCS, in iG rette. d.ted J.nuary 16 2017,
inlomed the CoDoEtion thar pending the appoEl ol the Toiat Compeneton
F€memlk (ICF) and lndex or O@psrion.l SeNices (OS) or PNCC the
Corlo€lion shal mai ain its @rent @mpensation tEmercft. The CoDo€tion
@nnol yet g€rt the H€ahhee Plan benefit povded for under the Compenston
and Pcition ClEssmcsiion Syslem (CPCS). h order tor th6 CoQoct or to conrinue
qBnlinO ihe said benefit, it should iuily @mply liBl with the equiBm€nls fo. the

H@ver, on Jlly 2a 2017, Peident Rodngo Roa outerte issu€d Exdtive Order
(EO) No 36 s. 2017 *sp6dinq the imptementalon orth€ CPCS and the tOS



FEmeeft for ihe GOCC Se<tor under EO No. 203 d€ lo @mpeling rea$ns to
@sit end/or roevallat€ lh€ sid CPCS

A5 a rcsull, *aning March 2013, the coQo€lion shall dedud the heahh ere
insuEne prcmium in 24 eqlal monthly installmenls, rhD@h a letrer lrom lhe
employ*s 3nd ofrieG or lhe coFo€lion dat€d Janu.ry 23, 2ol8 equesling for

other rc@vables mainly @nsisi ol rh6 followinq

T'e c@.€b es ac nol used as dl.reE s lo s@re obl'ggl,o-s

,IO. INVENTORIES

This.@unl @nsists oI the Iolltuns

2020

Un@llecled @enue shaBs frcm Joinl VentuE Compani€s ln lh€ amounl of
P27.739 million and P3a210 mitlion es ol o*mber 31,2020.nd 2019.

R€@ivabl€s tom va,io(s tenanls al Fina.ch Ce.ls Area am@nung lo
P22279 nittion and P7292 million as of D@mbs 31 2020 and 2019,

supersedes/esh bo.ds Er Enous N.tionel Lebor R6btons commi$ion
€*s iled by pE* and tomeremplcyes olthe colporalion totalinq Pa 534
nillon which @nsisl moslly oi claims for non-paymenl of benefts, such as
oid-year bonus. .xit bonB, and olhq benefts.

Medi@, dental, and laboarory

olh er m.t.nel$ .nd su p plie.

5(t,957
51t8,9t0
45,r24
4o9,719

4,860,'tt7

543,957
507,873

4,841,422
6,768,69!

(2,992,956 (2,992,956)
All@an€ for impaimenl lces

matedsls 5nd supplis

3,775,735 3,892,520

ln 2015, the CoDo€lion leil6d in n5 aftmpi to bid od the emaining inventort€s due ro
ack ol biddets HMver, in 2016, lhe ColpoEtion panialy eld inve ones emounting ro
P212,266 An dloMn@ ol 60 to 100 p6r enl Es prcvided ior inwntodes that sre due

other mabnaE 6nd supplie a@urn @nsist moslly of 6hmon supplies and hardwad



1I, OTHER CURRENTASSETS

Th s a@unt @nsisls ol lhe lollowmg

2020
Wlhho]ding iax ai eu@ 24,592,03rt

1,142,921
518,620

14,s11
35,906

22,943,360
1,482,924
2,291,722

35,906
26J04.061 26.a23.483

12. ll'lVESTllEl{TS

Th s account @n5isls ol lhe lollowing

2020 2019

Oasmannas lnduslia & Sleelerks CoD.
Alabanq-Sio Tomas Dryelopmdl hc.
Tiefr Faclo6 colpodno^
CDCP Fams Co@oElion

Manage.ial RBourc* Co@o€lion

TEl,ic Co @l Prcducls CoDoElion

L.slng Lake o6v6lopmeni Authody (net of
sub6cnplions p6yeble ol P258,642)

PNCC SkylEy Corporation
Land lvanao€moni com€rion

s6,413,530
41,20t,000
51,635.109
15,120,200
10,0q,,000

1,525,922
1,r0o,oo0

701,,t 00
550,000

51,635,109
15,120,200

1,525,922

5s0,000

181,r53
i25,050
tt,0m

141,153
125,050

1r 000

All@ane,o.impaime los*s
238,56't,960
{177.taO.8tlt

23856r.969
(177,130 311)

61,38'r,168 6133r,r53

Flnanclal .$eb .t fan v.lue thouoh othor
comprohd.ivo income

Man la Elecl c Company
PhLrippine Long D sianE lelephone cdnp6ny
Puedo Azul Beach and Country Clqb

M mosa Gor.nd Courn v Ctub

/176,t70
351t,7t9
10t,o0o

3,500
o

350,799

3,500

931,259
111,500

4,111,269
(l923500)

1p42,769



202d

CitE Ce.lcl Exp€$way CoDoEuon
Ct6 ilercny Tollw.ys, ln.
Soulh Lu&n TollRoad- 5 Expe$ay,lnc.
CDCP Emp oye6 Sdinqs A L@n Asseialion

1,24{',O0o,q'0
2,O,8i6,700

5,O0o,o0o
2,041,725

240316,700

2,494 725
236,500

1,s50,621,952
1433193 025
1,5s1,766 952

On September 30, 2015, DCacSrwas closed puBuanl to DCBGST Sharehotde6
Reelulion dared AQust 7 2015. On Oclober 1, 2015, PNCC ab$rbed DCBGST
rundiom On January 13, 2016, the Board or onedoE (3OD) oi DCEGSI appoved
the shoneiing of its @lporate life lo January 31,2016. on septembe.2T 2019 the
Exe@lve s&ret ry issued a Memo€ndum tempoenly des gnaiinc the five membeF
of lhe BOD oIPNCC as hembets oTDCBGSIB@.d to pedom adiviibs neessry ro
@rry oul lhe winding doM ol opeEtions, disposition of assets ..d sertement of
liabil tGs and c osing of books ot a@uits ot DCBGSI

on oclober 16, 2012 AS0l s @rporate lite @s shodened up to D@mber 31 2012
puBuant to Boad Re$lutron No. BD-04-2014 On Augusl 7, 2014, this B@rd
re@lulion was Evoked hvestmert i. ASO|was originally 255,000 @mmon shaes
with . par vslue ol P1 ,000 per sha€ Epeenting €quity @neBh p ot lhe CorpoElion
at 51 per enl wilh the efraning 49 p6r @nl ened by the Nalional oeveLopmenl
company (Noc). on oecmber9,2015, asorriquideted 127.500 @mmq shaEs of
PNCC as pad ot its dBetution pro@$ paying PNCC P127 500 miltion On Deember
15,2016,lhe Corpor.iion r@iwd P66.3 mllion aB addtionalpanaliquidato. of ts
rnvetmed in sharcs ol ASOI ASDI has 3 pondinq @ll€ction balan@ of P4 200
m lion trom lhe Depa.he ol Public works and Hiqhmys (oPwH)

On Seplember26,2013, the .boEion/dissluiion ot TCPC was apprcved per Board
Re$lulon 88006 2013. The onveyane or ICPC as*ts io PNCC has already
been @mpleted Pad ol lhes ass€ts has alBady be.n disposed through public
brddng Th€ €maining undisposed assets a€ na beihg clsssiflod a@.dlnq to
@nmodty cass icaion lor appEbsland for purpose of highe. €lurn lpon *le.

1,440,198,025

The GcG, n its mercEndum tor ihe Peskjenr oi rhe Republic of ihe Philippines dated
June 24 201 3 €@mmended the aboliuon oI the live subsidianes oi the CoQoiaion,
namEry Alabang-Sto Tomrs Dwdopmnl.lnc (ASDI) DSC ConlEcloE BuildeE and
Gene€r setues hc (DcBGsr): Tcfiic contor Producls corpoEton llcPc):
CDCP-F.mS CoDoralion (CDCP-FC)i and Tie a FacloB Coeo6lion (TFC)

Though € MemoEndum rom the Ex6ulive S6E1ary daied August 7.2014 lhe GCG
was rnrom€d that its @mmendalion lo abollsh ihe PNCC subsidiades had ben
appDved by his Excellency, the Preside of the Rep(blic ot the Ph lippines, sublecl to
penmenl les, ruLes and reguialion3.



13. INVESTIIENT PROPERW

On Seplember 30, 2015, Sp*ist St ckhotdeB' Meetnqs ot TFC and CDCP-FC rere
held lo dlssolve the* sub6idhr€s M.nageftnl is still eeding ihe appoi menl o,
DiectoB for both @mpanies in order to @ll lor a B@d Meelino to put into 6ffe.1 rh6
closure of the $o (mpani*. A letler daed Madr 10, 2016 has been *nl lo the
GCG reqardms this m.tter On Sepiemb* 17, 2Ol9, Managemal qt anolher letter
to GcG, explaining lhe nesily to designele membeG of th€ BoD of irs rh€e
subsidiatus namely ASDI, DCBGSI and CDCP-FC.

Exept ior the coporation s investme in Asol, a 100 per @n1impeimed toss is
provided ,or invenments in inadive .nd non-operaling subsid€nes end affilistes, .s
rel .s inwslrnenls in rhe emainin! active whorly{Med subsidiary, due to rhar
incurene oi loss6 esultinq in dumul.ted dei.it

On lhe loll@ing dal6, Cit€ Contral Ef,pros*ay Colpo€tron (CCEC) issued 1en (10)
p.r ed 'le@O/ equ,ty sh.c! (Pl00 p.r v.lue) as lhe CorloEtion E shae in lhe
JolrtventuE company as fotttus: June 30,2014 - 125,000 shs6 September 15,
2014 275000shaB Deemb.rl 2016-5,a00,000shae; a.d oclober 10, 2019

On lhe toll@ing dales, Cil€ hteeny Tollwsys, hc. (ClTl) sled len 00) ps @ri
1ee€ql equily shae (P100 par value) as lhe Colpo€tion s share n the Joinl
Veiture Comp5ny.s roll@s: March 9,2016-400.000 shaes and Deember 1,2016

On May 23 2019, Soulh Luzon TollRosd - s ExpEssmy, rnc (SLTR-5E|) issued ten
(10) per @nl'te@ffy'equ y shE6 or 50,000 shares (P100 p8r value) as the
Corpor.lion's shs6 in th€ Joint Ventue Cmpany.

lnvestmonl popEny nclud6 land and burlding f,hEh are hed 10 e€m Enials under
ope€ung rea*s 6nd .16 h6u tor ep'tal app@ialion. The eiying amdds rMonized
in lhe Stalements o, Financial Position €fecr the aeEge ,air values based on .n
appEis.l @nducted by lso independed app€i*6 ery oth€. y€ar, the most l@nt is
2019 D€i.ils aG as follNs:

A@mulared oepecdon
5,321 007
(3211416) (3211416)

70,772101 2109,591 72,331892

330,531.000 33,774 277.199

33ia:(|,7:r6,199 330,631,(X,O 33,7?a.277.19t

33,514,518,51'0 332,640,s9r 33,8.17,159.091

A@mularcd Dep6o€1ion



Opening Net Book Value 2,109,591 72,481892
0
0

1A,712,3A1 2,109,59r 72 AA1,A92

330,53i,000 33,77{,277,199

Balan@ at beqinning of year

o
o

34,143,2a0,i 99

330,531,000 33 774 277 ,199
0
0

A@umlla1ed DepBiarion
70 n2,301 5,321,007

(3,211,416)
76093,303

13,211,416)

A@mdated Dep@ialion

330,531 0!0 33,774 277 199

70,n2301 2,109,59't 72,88t.892

33r'!13,716,19r !&,531,('00 33,774,277,1t9

33,5r4,5r8,5{r0 332,6{',591 33,847,159.09t

13.1 Financial Center A@ iFCAI in P.sav Citv

ln 1973 a @niract was ent€Ed into by and b.iwe€n the CoDoetion and the
Republic ot th6 Philippines (RP), epeented by the lhen Depadment of Public
HiqhwaF (now OPWH), lor th. @ns{ru.tion of th. M.nilr-Cavite Coaslal Road aM
lhe Echmaion ol some po.lions ol th6 tusho6 and ofshore lands alonq Manita
aey, otheMis€ kn@n as the Manil+Cavite C@sls Road Pojed, a rhe

As @mp.ns.lion for lhe rcl( a@frdishrenls th6 ColpoEtio. obtained the
129,543 sq.m.-l.nd, kndn as Lot 6, trcm the Nalionat Govomrent for P64.600
millon, @veed by Cenircaie or Pledge No 2 (P38.s millon) and Ce iric€te or
Pledoe No. 3 (P26 100 million)

Adminin.a ve O.der (AO) No 397, which was signed and appMd by then
Pre$dont FdelV. Ramos on May 31, 1990, mandaed lhar Lor 6 be ritiod n ihe

A[hough the title to lhe popeny b still in the name of RP as ol6pon dale, the
Of,ie ol the Govemm€nt Corpoale Colnser (OGCC) issuad an opinion on Apnt
21, 2001 lhal the Coeorglion €n *ll. diep@ or ass gn s re.tnghG, ir'teEsG,



On Algusl 2 2013, th6 OGCC isEd anolher opinion lha lhe Corporalion may not
3eil o. lEnsE. ils @ne6hip ol lhe Fca lo 3 pnvae @Doration bul may only l6ase
it for a penod not ex€edinq 25 yeaB. EneMbie for nol moe lhan 25 yea6, end
not lo exeed 1 ,000 heclaes in are. The Coeoration m.y only sell I b F lipino
citEns subject to the 12-heclare consiiruiion.r limitalion u.de. rhese
circumslanes, the ComoEtron en e her: (1) ecue E presideniia p@clamatlon
offici.lly d€d.nng lhal the FCA is no longe. needed ,or public usei or (2) dispos ir,
@nsrstenl w h lhe consiitulional €siiclion, 10 a q!alilied Filipino citizen, but only lo
1he onsdot 12 h6ct Es

and panicipatD. owr ihe popedy, whch real gl'i o. r'1eest over Ld 6 is
evdenGd by the aloEeid Ceniieles oi Pledse.

lndependentfms of appEisers en@ged by lhe Colpo€tEn lo det€mine rhe lat
varue or the popeny r€poned a P6.630 billion app€i*d value in 2oo9 Pt 462
bilion in 2010, P7 434 bilion in 2011, P9.720 billion in 2013, Pg 987 blllon in 2015,
P13927 billion n2017and P32 452 billionin20lS

The subjeol popeny has been legsed oll and has ben gene€tms less6 rwenue
s nce 2005 Lea* in@me eamed, nel oI vAT, amounted to P25.092 million and
P26 676 frilon in2020 and 2019, csp€div€lv Noie 24 2)

Hwqer in a Regllar Board meling on Apdl 17 2013, the PNCC Boad or
DiE loB app@ved Boad R6olulon No. BD 069-2013 which resolved not ro
enend the lease 6niEcl! of vaious le*es effeclive May 31 , 2O1a n vi* of the
pLanned ddelopment or the subi€cl p@p6 y

On October 1 0, 2019, the Coeor.lion enlered ido e lonq-lem L@s Conir&l with
ihe Pacl,ic ConcEte Prcducls lnc for the lease and development ot iho
thEhectae pon6n ol th€ popeny As 10 the Bmaining 9.9 h*1aB the Tems ol
Ref€en€ tor the public biddino of its lease and developmem h.s alEady bes
nnalzed by ihe Management and app@€d by lhe ColpoEt on s Boad of D rcctoB.
Ihe s.me was submined lo lhe offe ol lhe Prcsijenl ol the PhilDpinos for iB ,inal

132 The lol owing Eal 6iare pbp€rties {held for curen y und.temifed futue use or
hed lor epital appE.htion) also@mpiselhe lnvestment Pop€iy ac@unt:

202232,516

423,0.19 G,17C,5,la r,056.567.964 1,0G2.7rta,5!0

51



ln 2011,1he Land Bank of rhe Philippine, enqaged by the coQoElof to @ndud
.n inspecton and sppEisl ol its popenies siluated in difieeit areas in the
Philippines dischsed that lhe popeny b@ted in Dasannas Caile wilh a lolal
aea ol 75,000 sq m is not filed and egislered undq lhe nare of lhe Colpo€tion.

Tha Dasmannas prcp.ny is lo€ted ,thin the Fnsi Cavite ndusrdd Brale (FCIE),
a joml venture poj&1of th6 Narional Developmed CoFor.lion (NDC), Maruben
CorporElion, and Japan lnler.ationa o4elopment Organizalio. (JAIDO). Ihe
7s,000-sq m loi was exduded f@m rhe ConrEor of Sale executed berwen rhe
CorpoElion and NDC onApil7, 1983, which @ve61he ele oilhe CoDoErion's
sderal Frers ol prop€tly ro NDc. on Apd 10, 1992, ih€ commi(e on
Pnwu.tion (COP) spp@€d rhe ele of rhe popedy to NDC at a pie no1 l@er
lhan Pi 50/sq.m. The Asset Pnvdizslion Ttusl (APT) hMver suggested lhar rhe
ptr@ should insi@d be P180/sq m. The ele Ms nol @nsummated dle lo the
dis6g@med m the pnE to be used lh.€afrar lh6 prcpony was developed by
NOC, absed eny @dr*r ol sle v€r

The Dasmadnas popeny is suppoded by T6nsfer ceniicare oi T e (TcT) No
T-98739 which w €n@lled aiq lhe sle i. Ap.il 1983. The CoDodlon was nol
ablelo acquiE a n TCT underlls nameforthe Emaininq lots but s mnducling
rurth€r n60otist ons wilh NOC for @mpensalion on lhe popeny.

As discused in Note 17, the corpo€rion, in iis Morbn for RMnsidealDn dded
M3rch 13,2014, p6y€d ihar lhe Depanmenr of Ju.li€ (DOJ) odq NDC to pay rhe
Colpo€l6n lhe v.lue or lhe 75,000 sq.m of Dasma,ina6 prcpe.1y which nas
ercluded in the Cont€ct ol Sale bui dav€lopod 3nd sold by NDC to loeloB of the
FCIE plus Egal inteEsl lheeon l6m lhe lime ol demand up to lhe aclual date ol

The oOJ ssued an Ord6r daled )anuaq 22, 2o1s denying the Molion lor
R@nsideEuon liled by rhe Corporelion. On June 26,201s, rhe CorpoEtion
appealed the decision of the DoJ *dh the ofr@ of the Pesdenr of th€ R6publ c of

The Corporaion is aMitinq tho d€crwn or ths OP on ihe maftr

13 3 The d Ed ope6ling expen*s incur€d by lh€ Colp.€lion lor 2019 ,rcm ental
n@ne gene€ting a.d non Ental in@re geneEling investment propeny amounted
to P4 465 nillion and P1 .170 milJion, rcsp€criv€ly Thee direct opeEti.g expenses
@nsBl of Ea[y prcpe.ty taxes, *cudty s6Nkrs, s.lary of €elakets and busine$



14. PROPERTY AND EOUIPMENT

-rhE a@unl indud€s ihe following

1,,.4'gl1

s(r& 7d,M

5.tr.0 765,!01 rIe,63,*

The Colpo6lion enqaq€d lhe seNaes o, the follwi.g independe and c@gnird
apprai*l @mpanies for lhe appEisal ol sme of it5 designated popeni.s,
struclu@s, buirlinqs, fen@, and slcet tighings:

REVALUATION INCREASE

APPTIAISAT CORPORAIION

2003 1,62000

(235.56)

Gene€r App€isr Co . inc
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REVALUATION INCRE'6E

2419

2410
2411 (16.523)

17591
Land gank ofthe Philippin€s
CueMApp€ise6, hc and CAL-FIL
App6lsl & Manaomenl, hc
CAL-FIL AppEisl &Mgneqeneni lnc,
As*t Consuh, Top Consuh &Royel asia
CAL-FIL App6isl & Manaqement, hc.

CAL FtL App6iel & Managemenl, lnc
and tui.n AppEisal Co.. lnc.

The CoDoraiion also wns some 273,4// sq m. ol pope y, whh a ioi6l valle ol
P174.127 fiifiol. L€ied in difeEnl a@s ol lhe @unlry which ae nol y€i
@rded in lhe b@ks, 6 th€ *re a6 slill €qi6t€6d in the name of pevEus
MreB Th6 colpoBlion is @rking on the t6nsfe. of t le to ds name.

I5, OTHER XON'URREIiT ASSETS

Ihis .@unt onsisis of the iolloMng

2019

Reeivables lrcm lomer employees dd
@nsutan$ nel of dlMne lor impan,n€nt lN€s

A@urls c@ivauestEde
!0,92,4,889
50,879,t82

r,203,989
24?,727

50924,339
50 879,132

1,203,989
247,727

71,072,000 71472,000

174,327,767
9,61s,422,219
(9.415.422.219

9,615,422,219
19 615 122.219\

0 0

All@an@ ,or mpaiment lo$s
652,571,692 653 474,239
la62,67r,692t t653 A71.2 3s)

0

All@3ne for imp.iment l6*s
6,802,733
(6,802,7331

5,302,733
(6,302,733)

0
171,327,741
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152 Receivables from lormer enolov€es End onsuhanrs

The .molnt oi P50 925 million meinty @nsists of the fottwing

P39 520 million Ep€sents €sh advan@! ror fianchi* enension g€nted to .
rormer onicer of PNCC whEh r€mained unlrquidated and was efered by PNCC
lolhe Ofli@ of lhe Govemre Colporst6 Coun*l(OGCC) lo.lelalaclion Du€
lo lailuE lo liquidale despile w.{t€n demands, on March 12 2014, a
joinl@mplaint was filed by lomer Cofrfrr$ion on Audit - PNCC Aud Team
Leader and Supetoising Audnor agai.st the eid lomq otr@r berorc the Off@ oi
the ombudshan in @mplian@ wnh coA cncubr No 2012-004 daled November
23 2012 The ln.l ol the €* Ms @nduded in 2019 b€roE the 3d oivisron oflh6

This aaount pedains lo lhe qua.anlee/@llaleEl lor the lnvesloG Asuranc
Colpor3lion (AC) Bond No. G (16) 0015764 in iavor of IAC amounting lo P71 072
miliion Thisisalso n onnedion wnh lhe Emasro N valenlin etal.vs PNcc €se.
on Nwember i4,2016, the supemecoud endeed in PNcc s feo., denrlnq with
fnalily lhe Norrh Luzon Tollways (NLT) Emdoyes Molion ror RMnsideralion
wdh such denbl, th. dismi*al oI NLT Employees' @mpLainl ior vanous money
claims againsl PNCC 6 n@ lina aad €x@Iory. On February 7, 2013 the
CoQoEton fled a Moiion lo Re€a* Bond end dedaEd the @se cosed and
leminaled wilh lhe Labor A6ler on August 22, 2019, the kbor Arb €r parl a ly
gEnled lhe Eleae of esh @llate€l excluding the amounl allegedly 6l..sed by
IAC m lhe total amount or P37107 million OGCC appealed the Oder wth the
Naional Labor Relations Commisso. (NLRC) on lhe qrcund thai iheB is no
sufficienl prcof ihat IAC Eleased lhe eid amounl lo lhe @mplainanls The .ppe.l
h(Nger was dBmssed. OGCC filed a Molion lor Re@nside€lion on the *id
dishEsar PNCC lik4ise fled an Adminislralive Cmplalrn aqa nsl lhe kbor Arb er
w lh NLRC Aw3iting th6 d€cision oi NLRC on the Motion for R@nsideration and
ihe adminlstEt ve @se liled against lhe Labor Arbiter.

Considedog lhai AC B unde. mnedatoBhlp, PNCC likewrse l ed sn
admiisrrarive @mpr.inl againn Ac with rh. rNuEne commi$ion (tc) lor its
iaiLu€ to release lhe bond despit6 the linality ol the dismissl oi the @se with a
equest tor lc lo *qregate frcm the lunds ol lAc th6 esh ollataral of PNcc in the
smountofPTl 072 m lion. PNCC rik4i* equ4red l6m rcrornv€sriqste,wirhihe
herp of rhe Nairon.r BuGau of lnvesrigarion (NBl), rhe alleged rerease or P37 107
milllon by lAc lo lhe @frplainants

The lc h5s nor y6r acted on PNcc's equ6l to seek the help ol the NB 10
investgale lhe alleOed €reae of P37.107 million. ln a leile. dated D@mber 1

2020, PNCC and OGCC joir't y Equest€d NBr to mnducl a lhoDugh in@stiOalion or
lheallegedeleasebylAColiheamou.lorP37 l0Tmilliontothecomplanants The
NB B akeady @nductinq invesliqation on the matter



The Sandiganbayan h6 already dndered 3 Decision nnding tho lomer oiller ot
PNCC quihy of the otren* charqed. The tomer otrer tired a Morron ror
Re@B deElion which has not yei been e$lved by lhe Sandiqanbayen

C.sh .dvan€s gE.i€d lo lhe fome. ofte6 and employ@s of lhe CoQoEtion
in lhe ehount or P10.849 million and fomer diroctoG' er plan equily balan@ of

153 A@unls l€civabla. - lEde

Ihis sccount p€n.ins io opeEling ac6s res du€ rom oil @mpanies iotaling
P5O 879 million, ol which P46 723 mllion Ms,efered to PNCC s LegalOepa.tmeni
for appDprkle adion. P2.646 million is subFct ot an on{oing rc@nciliallon, and
Pl 505 nill on is being peid on inltallhont b.es one ol the oil cohpanies inlomad
rhe coao€rion rhar the iunds lor paymtrr of rhe oyahy fes aE in 6c@ beuse
ot lh6 Wd or G.mishme.i i$ued in 2005 pohibiling il rrcm making any paymenls lo
the Co@oralion. Payments ull ac.ordingly be made one the gamishment is kfred

This ac@urt Mdsls of asets, lhe exislen@ of which is doubful and
@lleclibilily/Baliatilily is unenain:

4,134,136
2372,48
1,755,663

5fi,3!2
179,798
't37,323

12,000
4,563

412
lr97

Rei€bles and edvEMs

A@! s eeivabl+long lem
lnvestmenl in joint veduds

0,615422

Th€se mu.ts have ben p@ided a 100 pe. enl dloMn@ for ihpairmed

The CorpoElion, in its letler of Jun6 3, 2014, .6qu6sr€d autho,ity lom the
Commisso. on Audit lo adjusl^rite oft lhe afoEeid lonq-outstandrnq a@nts in
@nenan@sirh coacrrcurarNo. 97-001 dat€dFebDary 5 1997

On June 6, 2017 COA i.'fonn€d ih€ CoryoEtbn thai the aiomentioned €qlest
has ben €lumed pending ih€ submision of addhional docume.ns b i*irit5re the
pro@ssing thereof The corporalion will resubmit lhe Gquesl for authody frcm coa
lo wnle olf lhe a@unts as s6n .. addnional dEurenr.tion i. @mpreled



Ihes .@unG, which haw atso ben povded with 100 p6r @nr alt*ane for
imparment losse, aB a3 follds:

20m
A@unls l@ivabl*subsidi.nes and afllid€.
Oihe. a@ounls leivable
Billed @ Ecl eeivables
AdEnes ro joi ventue, net
A@unts @ivablet€de

Adv.n6s lo subcdlracloB

ConlrEct de ion @6lvable

Ad€n@s to @ntracl MneB
other a$eiedoma eunt
unbilled 6n1rg., leiEble

20t,672,095
17a,9n0,317

90,522,51ll
74,02't,a2o
54,828,519
24406,064
't7,169,107
6,8t 2,733
2,340,025
2,190,126

636.rl:ll
636,t 88
234,{56
t71.6{t9

174,900,317
90522.501
T4 021.420
54323,519

6302,733
2,330,025
2190,126

636,431

46! s €eivabldofii.eu a.m
652,t1,692 653,a74239

The CoDo6ton will €quesi aulhody frcm COA b snle oif the a@unrs as sn as
do@mentation is @mpteted

I6, FINANCIAL LIAB|LMES

This a@u @nsisls ol lhe tollowinq

2020
4,059,829

r4558,878
504,685

1,736,130
13,064,321

14,987
19,233,392 l4 355,468

A@unts payable are liabililies lo supplie6 ol soods and seNi@s and to
q@emh6nt .g€ncies as eg6ds rhe msndatory dedudion. frcm the emptoyees
@mpensalion .nd tsx.! withheld on in@me payments t suppli€B of g@ds and

A@rEd .xp€n.6s.@u include ffidof th6 mandalorv benefds and eac
.redG o' lhe Colpor.rDn'E employees, unpad potesEna rees ano unped
a@unts to supplieB ol goods a.d .6Ni@. that ae nomatty s6nl€d within 12
months lom lhe eporting pedod.

5T



,I7 OTHER FINANCIAL LIABILI'IES

This a@unl @nsisls of payables for ih€ lolLwinq

2020
Due to Naiional Govemment

Jo nt ve|lue @mpani*' rcven(e/dividends
Toll evenue (SLEX operalion under TOC)

5,560,442,/OO
1329,017,649

971,!61',907

6 302 440 200

971550967

vaio!s advanG (NDc)

8,861,011,016 4603004316

't.203.000.000 1,203.000,000
,0,064,011,016 9,306.003,316

172 Jol.tt V€ntuc ComDanies' evenue/dividends

Tho onession rees or P6.560 billion (pnncipal smount .t P1 06 billion plus
penaty chalg6 of P1.290 billon fom 2016 lo 2020, rhich rs P253 millbn
annu.ly, and P421 L'illion in 2015 and pnor y€aE) penaln 1o th. Coao.alion's
payabro to TRB p!6uanr io rhe Toll Op.Elion Aq@med OOA) daied Oorober
1977 lhe Corpo€lion is b€ing ch.rgd ol hro per @nl pengty cherges per month
on lnpaid @n6$on le6 which amounl lo @er P250 nillion.nnuelly

Frcm May 2OO8 lo MaEh 2009, the CoQodion made inilial paymeds to the
BuEau or lh€ T@asury (BT.) rora ing P220 million of Bhich rhe latq @nfmed
appri€lion ol ihe P170 million aq.ins1 ouislsfldine conc€ssion f6s while rhe P50
mllion was unilaleally appled by BTr agaifsl an oulsLndinq ad€ne lrom the
National Govemmtrt (NG).

On July 16,2010,Ihe ColPoraiion Bmi(ed lolhe NG, though BTr,lhe amount oI
P2O0 million lo be applied io odsrandinq 6ne$ion tees Hok€ver, BTr appl ed
only P100 million and lhe o1h6r P100 frLllion.q.inst sdvanc€s llom NG.

The* paymenis bnng $. corpoElion's tot.l €mitra.@s lo P495 millon ircm

As discus*d in Note 1 , th€ expi..iion ot ih€ CoryoEtion s fEnchise in 2007
esu[ed in the NG's Ming th€ tdlr@s aod the net in@me dei!€d Irom the tott
assts and iaciliri$ and d$ rhe coDorstion s pe@nt 96 shae n the roll iees
mrrecled by tho Joinr vernue conpanies (Jvcs) curenrly ope€ring rhe rolways.

ln rine wirh the abde End pendinq linarization ol the lmptemennng Rutes and
Guidelin.s (lRG) Blalive to the detemination ofihe net ln@me reminabE by lhe
Co.poelon to lhe NG, rhe CoDoetion initiatly @gnized its obtigation ro th.
Governmenl in th€ amolnt oI P1.329 bilion (net ol th€ diBct Emitlane ot the
onsigned fronios of P337.94 mjllion lo rhe BTr on D€€mber 23,2011)



The €toBsaid amounls ree @mpuled a1 90 per ent of lhe gcs @enue share
and drvidends @iv€d frcm May 2007 to De@mbe.31 2010. This is in
a@dane with lhe inle.n rul€s and glid€lines lslu€d by TRB in @mplian@ with
ihe decision ofthe Supeme Cou (SC) in the F,?ralsc! Cae (Note 1)

The sc diecred TRB, with the sssistsn@ of lhe conm $ion on Audir ro prepaE
and linalize lhe IRG for ihe dete.mination ot the amdnts ihat the Coeo€ton is
enlitled for ils adminrstrativB exp€nss

173 To I Ev€nu€ ISLEX o

174 Vaious .dva@s f6m NDC

PuBuanl lo lhe SC En Banc O€ision discussd in Nole 1 the Coeo6tion
e@onized in the beks the unemin€d shaB in lhe loll Evenle for lhe ope€tion
of lhe Sollh Luzm Etpessy (SLEX) under the Ioll Operslion Cgniriete tom
May 2007 ro Apd 2010 in rhe amouni o, P1.5s7 billion based on TRas
computation, which a@.dinoly was adved al by deducling lom go$ bll
@enue the alltuable 40 p$ 6d op€€tions and msidenan€ {O&M) expen*s
o. actual O&M expen*s, whichwer is loBer.

ln De@mbe.2016, the ColpoBtion remited to the NG, lhrough BTr, the amount ot
P566 3 million as panial payment lor outslandins sha€ in lhe toll r6v6n!e

This a@unt @@6 v.nous advanes rDm ihe Narional Oevelopment Company
(NDC) lotallnq P214 milrion bdrc€n 19901o1999 br focign and peso a@unts
tor which PNCC l$ued pbmissry notes, and inteBst and pena[ies thereon or
P989 mlll on as ol Dember 31, 2009 Th6 issue @vedng the vaio(s advaMs
lrom NDC is under arbhration belo€ the OGCC adllal Triburer

NDC, Per oner vs PNCC, Respondent (OGCC ARB Case No 001,2000)
Ba*d o. the slhnitled pleadinqs and supponing documente. the ioll@ing
rssues .pp@r lo be clea(

Whether rcspondlnr is liable ro pay peritioner rhe pnnoper €houni ot the
Prcmissory Notes plu8 aorued inteEsl and pena[ies as prcvded i. the
said Notes, and the Ooamentary Stamp Ta nesery tor th6 execuUon

Wheiher espondenl E liable t psy/reimbuEe petitioner the amount ot
respond.nt's mongage loan (includinq interesr the@n) lhat peririoner peid
in order to Elea* lhe titles ol lhe pope i6s that petiuoner boughl trom the

Wheiher pelitioner musl p.y rhe vaiue of the iot @nsisinq of 7 5 hectarcs
which peiilione. dewlopgd wilh its Jdd ventue panner despte lhe fali
that sard lol was spe.ii€lly excluded in the Cont6ct ol S.le



The Depanmenr of Jusii@ (DoJ), in its February 13, 2014 Conelidaled Decision,
gGnred Noc's Perition againsr th. colporation, the dispositive ponion of which

"Ho@vet, the Pe&jon tited by Aioc agai.st P /cc is GRANTED as
payed faa espo.dent PNCC is odee.t: (1) to pay pe Lnet NDC ttE
ptihcipal anoal ol lha P@isso/y Notes, plus actue.l inle6ls and
pehattds as poviclecl fot h the eid Noles; and (2) lp @inbuBa p.&iand
the antunt olnansase loan includins inteElthe@@'

On March 12,2014, NOC Mote the CoDoEtion claim ng paymenl or ihe vadous
advanerloans enended lo the aile. puBuant io th6 alo€sid Consoidal6d

The Corpo€ton, in its Elter ol Msrch I 9, 2014 inlormed NOC lhal il €nnol yel
setle lhe a@ounl as lhe decision ol lhe DoJ 15 nol flnal and execuiory and thal it
had nled a Molon ior Re@nsideElion (MR) d.led fuerch 13,20i4, duy reeved
3t the DoJ on IMerch 14 2014

ln the sa d MR, lhe CoDoralon prsyed th.l the OOJ @nsiderlhe consolidation as not
poper and d*lde on occc ARB case No. 001-2000 *pa.arely:

Order lhe dismisel of the inslrnl Pel ion ior lack of medl

-h6 ColpoEro- i5 awaning lhe €$lJlon ol lhe OP o. fte appeel

order the Pelitioner to pey PNcc the amount ol P3 a5 m fion representng the
unpaid balane on the O*m.nngs prcpeny, plus legal irteest lhe@n lrom lhe
I me of demM up lo lhe lime of p3yftnlt and

O.dq lhe Pelitioner lo pay lhe CoQoElion ihe value oi lhe 7.5 hectares ol
Dasmadnas poperly whi.h was excluded i. lhe Co €cl of Sale but dwebped
a.d sold by Petitione. b 0@106 of rhe FiBr csv e lndustnal Eslaro plus legal
irieresl thereon lrm lhe lime d derond up lo lhe aclual dale ol payfrenl

Oi January22,2015,the DOJ denied tha Coeor.tion's Moton tor Re@nsidection
(lVR) Ihere.ner, lhe Copo.aiion iiled a Suppl.meni to the MR on lMay 28, 2015
trhich was also denied by DOJ in rts order daled July 13 2015 OnJune26 2015,
rhe coQodon nled a Nori@ ol Appear with rhe oilice ol rhe Pesident of ihe
Repub ic ot lhe Philippines (OP) and liled lhe mrEsponding Appel Memodndum on
Jrty 27.2015



13. INTER.AGEI{CY PAYABLES

This a@unr @nsrsc ol lhe foll@ing

2020

Due10 SSS

770,588
35ti2n

20,325
1,602

o

159,326
a12,O2T
603,209
115,364
189,876

t,t5t,86t 1335 302

This a@uni incrudos inM6 tar payabl., tds wnhheld lom olfe6 and employ4s,
pmium peymenls 3nd orhe. payabres for rcmitran@ ro sss, PhilH€lrh and Paq lBlG.

19,'TRUSTUABILITIES

This amunt onsisls of lh€ lollrwino

2020
33,515,523
94,00t,914

25,296,346
103,025,071

126,417 A37 124 321,917

Clre a@unt refeB lo @siore6' depGits perlaining to thee months s@dy deposit
paid by lenanls fDm the leaed Financial Cenler Are (FCA) poperly .nd 10 per en1 bd
deposh posled by wlnning biddeG with regard to the Copo€tion's disposl or as.€15 and

Nonq@ a@uni mainly @nsisls ol s4dy deposits on lonq-lem leas6 ot FCA and
Po6c, Pampanga prcpe.lies.

20, DEFERRED CREDITS/UIIEARI{EO IIICOflE

Derered ced p€dains io rhe Ecogni4d Elue sdded tar on the s.r€ of seryies oI the
Corporslion lt onsbts or ihe Emaining b€lan@ aner ofseting or inpui iar@d tabte
nput tax nom purch*es ag.inst vAT payable tom sles ot serule. The colpo€i,on s
d6f6r.d cEdir. .murned to P120.647 million end P1 1a 290 million lor 2020 and 2019

6I



2I. SHARE CAPITAL

Thrs 3@un1 @nsisls ol vanous des$s ol shEes c, slock Bilh aulhon4d par value of
Pr 0 ps shaE, d€lails of ur'nich aE peented bel@:

(&16 pe. @nl @mulalive, noFp€rticipatins, non-volins)

Authodzed' 1,400,000 sha6
't4,ooi,,ooo

(&17 per @nl cumulalive, noGpanidpating, non-loting)

Aulhoded- 42 I 14,479 shar6

B8ued and o(tst ndlng Republic ol the Phirippines
Though rhe APT (n@
PMO)- peviously under
PNB 150,000,000

36,395,000
185r95,000t8,68r,sl,o

(l4perentcunul.tiv6, rcn panicipalino, non,voting)
Aulhoized- 6,485,121 sh.Es

l$ued and o(.tandln6 Republic ol the Philippines
Though lhe API (na
PMO) - p@blsry und€r
NDC 64861,21O

(3 per cent omulalive, panicipating, voling)
Aulhoized-27,600 000 shar€s
k3ued and oulsLnding
25,5t0,000 shaEs @vioFly urder PNB) 255,000,000

(non wting no p6emBive nsht p3dicip.tins)
Allho.ized-10,000,000 shaEs
bsued and out t nding

3 a15 Shares Caddo C Peutino
457 Shares EditM U CM
376 ShaEs Adotfo S SuaE
129 ShaFe Vriont€ Longktno

38,150
4,570
3 760
1,290



295,227 Shaes
Employ*s Savings &

Fom.iy h.ld by Arredo v
2952 270

372,1r2 3,721,720

FEBTC TfuSIE+PNCC SI@K
14,842300

Allhodzed-182.200.000

l6.u.d end out lnding-
Rep{blD ol ihe Philippines

Th@ugh rh€ APT (Nw
PMO)- pEviou.iy lndBr

Phil Expon Fo€ign Loan

Dwelopment Bank orrhe

NOC
Go€mment Setoice lnsu€ne

UniveEal Holding Co.poElion

Cuen@ lnvEtmenl Corpo€lion
Pion@r lmuEne and SuEty

Land B.nk ot th. Philippines

lndividuals (Nonsmplov@s)

375,U5nA

269,474 470
145,990000

47,490383
15.360831
5,311,543

474,903430
153,603310

45.623,340

657,636
335,391

7,037,935
153,670,t43

9,643,000
6,573,360
3,353,910

70,379,350
i,634,709,830

Uniwel Holding CoDoation
C@ne ln!€sl,nenl Corpoation

lndividuals (Non+mploves)

s,092.760
1,493,230

333,910
276,930

2,341,730

2,227 ,599,249

2,283,75a,12O
(56,158,83'

228,37r,812 ShaB
su&G'pr'ons r*'vabre lNole 22)



The cumulaiiv€ p,€f€nsd sharcs ar€ ihoso thai 3e eiilled to any dilidends nol dedaed
in lhe pnor penod (dNidends in ere56) such lhal when dividends ae declaEd if lhe
@renr pe,iod, rhe dividends in a@6 ae ro be srbfr€d n6t

oiv dends (in area6) on @murative prefened shaes a€ nor @gnized in the b@ks due
tothe Boa.d oI oi€c106' non.decrarerion ofdNdends such acrion oirhe PNcc Boad is
supponed by adcie xl, s6rion 11 01 ol dle Arended coDoEle By-LaB which prcvides
lhal "Dividends maybe d6laEd annually or otener as ihe B@.d o, Diecto6 nay
d€t6m ne. Ths Boad ol OiEcloB may declaB divid€nds only lom the sulplus pmfits of

For purpGes of lhe Equied disdosure in lhe fnancial slatemems, $e dividends in
arcaB (&mputed rrom 2007 to 2020) a€ a3 tollo$

(b)

)

Perered B'(3 p6r6d-17
per @nl cumulalive,

panicipalinq,

Per6rBd 'B' (8 per @ -17

Per @nt cumulelive,
panicipaling,

Piefened 'C' (14 p€, ern,
@mulsii€,

Peren€d "0l" (8 per €nr,
@mulstive.

150@0 000 168,000000

J6,895,000 11,322/00

64,851,210 12710A,372

255,000,000 235600.000

50n1s.210 622.010112

The abow dividends in a@6 .B noi Bcognized a! liabiliti* b@u$ lhere is no



22 SUBSCRIPTIONS RECEIVABLE

23. EOUTTY AOJl.lSlltlEl{TS

J_d{ Rehabiialon Plan-LGns TBnsron€d ro N.r.n.' Gov6mm6 rNGI

This a@unt epE*nls lhe unp6id snount due fM lhe following subscnb€B on
subcnplon of rhe CopoElion s shaes of slock, the d@ dates ol which ae, by
aqreement, ol vElid ell by lhe B@.d ot Diccto6:

Un ve6al Holding Corporalion
cuen€ hvBlrnent c..por6lion

443n2,274
5,145,247

966,630

56,158,831

as ol the end of 2020, lhee w€s no @ll mde by ihe Board oi Die.toB for the unpa d

This 3@!r cp€$nls subslanlid ponion of lhe Co.poElion s liabililies lo Go@mment
F nancial nslituiions (GFI5) whch should have ben @nvened into eqlity pu6u.nt io
Presidedi.lL6tt6rollnsiruclion(LOl)1295daledFebruary23,1933,andiabiiteslolh€
qovemmffl .qencies ldnsl€rEd lo lhe Gwehmeil plBuanl lo Prcdamalion No 50
issued bylhe PBide olthe PhilFpines on Deembera 1945

Nstion.rOevglopme Company

cent€t Bank ot lhe Phitppin€s

2,465,445
1,365,693
1,204,411

75,664
39,991
9,633renl Ban[ of lhe Philppnes

5,551,727

The abov+menionad CoDo6lion indebtedness rcmain un.onwded 6 it is lhe
Corpo€ton s posilion, as suppo.ted by the Ofie ol the Soticitor GeneEt (OSG) opinron
daled Auoust 23 2007,lhst based on LOl1295,which @s e speiatlaw prcmutgared ro
Ehabilllate lhe CoQo€lion, th6 debb hde efe.tiwly ben @nveded to equity and,
lhoElo€ should no longerin@r inr€Gsr chaq€s

Ihe Pnv.lzalion Management Ofie (PMO), horewr, stil @nsiders th€s un@nveded
debts 3s labiliii6, claiming the tot6ramoud of m6173 bitlion as oi Oemb€r 31 2020
and P6s 915 bilion as of D@nb 31,2019, inclusive of emutat€d rntoesr chaEes
and perut€s amou ing ro P59 s23 birrion and P59.665 bllion €specrv€ty The*
amounls have nol b@n e@Snped in lhe beks ol the Coeoraion. The Cooo€tion did
nol @gnize lhe dispuied int.Est ch.Bes and pengties bas€d on the fo hwinq
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! The SupEmeCoun (SC) ilser had ccognized lhe valijily of LOI 1295andlhalit slill

ln lke manner,lhe BuEau oflheTEasury(BT0 i! claiming s or D€Bmb.r 31 20r7lhe
amounl ol P2.735 billion (indusive of P1.327 billion inteest) Epresenting advan@s
made by BTr to seltle lhe CoQo€lion's toEign obl'galion8 wnh ccdnoE I is lhe
CoDoElbns pcilio. thai laid loans aB included in the Equily Adjustnents under
Rehabilitarion Pl.n &ich .r. among rhe accounls tanslered by the co@o€ton to lhe
Govemment throush the Assat Pnvdiz6ton Ttus1 (APT) pu6uant lo PNCC'S
Rehabiliiaiion Pl.n ol19a7 and aF no longer r@rded as liabilities n lhe Copo€tion
books as such the coDo€lion is precluded lom etobnq lhe a@ounls

. -he t ure !o @nven aI det s to equ y B @nsdered an adminislGlive mater, and

PNCC, Politionar vs PMO, Re.pond.nl (OSJ C.s No 02-2012)

. The P5.552 billion is not a debt but simply EpE*nls unissued shaBB oi sr6ks
aMiunq aclual @nveBion lo equity puBuanr ro Lol 1295 and, .s 3ucn, onlinued
imposi0on ot inGrests End penahid is not warunled

The above poilion ot the CoDoElion is suppoded by ih€ Ofii@ or lhe Solicitor G€noEl
(OSG)and the Off@ ol lhe Gowmmenl CorpoEle Coun*l(OGCC).

As di5cus.ed in NotE 17, th€ appl c€llon of tha P50 million 5nd P100 mil Dn payffents in
2008 .nd 2010, €specliv6ly, .qain.t oursl.nding NG advanes were akeady effecled in
lhe ,oreid 6nf med ffiount or p2 735 tillbn

ln vis ol lhe direrences on the ir@tm.nl ol lhe P5 552 b lion un@nveded debl to
€quity, the co'porerion end th€ PMo r€stu6d to submit the maner to lhe oepenmenr of
Jusli@ (OOJ) ror albnraiion:

The padies enleed inlo a JoLd Stipulalion of Facts and lssue idenlifynO lhe issues,

Wh.lher or nol PNCC B indebted to lhe Nalional Govemmenl in the amount oi
Ps 4 billion which, inclusiw ot illieed! as oi Oclober 31 ,201 1 , amounled to

V\,hethe. or nol tiE un@nlened debt to equrty, which is a leitover ol LOt 1295,
should be @nsidered 6 simple LoEn:

\4/helher or noi the un@nv6i16d portion ol COCP s d€bts are I abl€ for inteest
and penalty chalg6;and

whether Lor 129s reps€red the q€mEl p@isions ot RA 337 General Bank no
Ac1, as amanded. lhe chane6 ol DBP (RA 35, as amended), PNB (PD694), and
LBP (RA 331-{), which all E.rri.ted rh6 GFl. exposur€ to non attiod indu$nes.'

The DO.l n its February 13, 2014 Cons.lklatad D€ci.ion, dismissed ihe Comoration's
Pglition .g3 nll PMO, the dispositve podion olwhah eads
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'WHEREFORE, pMies @nsdeEd, tha Pedioh ned by lha PNCC
asainst tha PMo, is ha@by DtsMlsSED as payed lot by the rcsporulent
PMA, oebtjonar PNCC is heeby odeBd to oey espandeht PttO, in behall
ot the Natianal Gov@heht, the ah@nt ol P51,060334,392.40 as of 31
Adober 2011, Epe*ntikg ns due and .laaaadable obli1alion lo the latlet,
hctusite ot the inleesb, plus i.te6ls and p@etnes unnt aduatty paid "

The CoeoEiion til€d . Moiion ior Re@n6ideraiion (MR) d.ied M.rch 13, 2014, dlly
@ivedatlhe ooJ on March 14,2014 The co@oEtion p€yed thal lhe ooJ consider
rhe @nsolidalion aB nol prcper and deide on OSJ Ca6e No 02-2012 epaElely

Render judghent d6cla,inq lhai lhe inleBsi and p€mlty charges being imposed
by PMO on lhe sduar ou6randinq debt or PNCC io ihe Naiional Govemment is
without basis and violalive ol Lol 1295i

The Co,porslion s Milino ih€ Esolulion ot ihe OP on the appeal

24. SERVTCE Ar,tO Bt STNESS |NCO E

> oec ere thd PNCC'S odsianding debr io ihe Narional Gwemmsr is only in the
amourn of P5 4 billion, Gpcs.ting the vslue of the unonvEned debl-leequrry
ob igalion lo lhe Govemmenl Financi.l lnslitulionsi and

RequiG or diEcl lhe debt lceq(ny @nveBion of lhe P5 4 bi lion debt of PNcc
purslent 10 the d66r.nd .xplicit insiructions under Lol 1295

On January 22,2015, OOJ denrdd PNCC'S MR PNCC liled e suppl.m.nl to ihe I\,lR on
May28 2015 which was ale denied by the OOJ in ils oder deted Juty 13 2015

onJune26,2015 PNCC fled a NotG ofAppeelwilh the olli@of rh6 Pcside ofthe
Republlc of the Philippines (OP).nd lil€d the @responding epp.al memEndum on
July 27,2415.

This a@unt @nssts of th6 followinq

2n2n
Supp y of manpMr to Skyway O&M

17,397,559
19,971,611

50,154,8t2
0

50,154,5/t2 67,369,170 37 570,590

$aning Odober 1 2015,11r. CoDo6lion assumed the opeEtons of DISC ConiactoB,
Builde6 and Gene€l S.ruics hc (OCBGS|), a whotty-@n6d sub.iliary of the



24 2 Renral/LeselnMe

Thls a@unl €pe*nt the evenue denved oul of the co@odion s rcal estde
p@pedies localed in the foll@ino a€as:

2a1A
26,091,776
7,261,8t6

26676,454
2,424,632

72,361945
2020 2019

33,353,612 29097.036 72.797,545

PNCC isrhe le*orund*anopeEring lese ag@me.lswnh P.ciric Concete Prcducls
lnc (PCPI) h the FCA, Pssay City and lok3gam Global CoDoralion (IGC) in PoBc.
Pampan@. The ea* wnh PcPlhss Elem ol25 yea6 wilh ensaloption and oplion
ol pr+leminalion upon reae€ble noli@ by lhe le$or, while the le4e with TGC has a
fired penod ol6ve yea6, @mmen.ing on Seplmbe. 1,2019 u i Auqust 31 2024,
un ess otheN se teminated al an eanier time by the le*or for easonable @u*

The fdu.e minimlm lea* payments under the* opeEt n9 leas9. are as ,ollows as ol

2020 2019

Alter one yea but L$s rhan fve yea6
1,815,a74

382,708,2tr 342 703,294
304,523,768 334 523 763

ThB decas in Gnla ln6me in 2019 and 2020 i5 due lo lhe nonienwd of leases o,
the FCA. P*ay City prcpelty ef@tive Msy 31,2013 puGU. to Bosrd Resouiion No
BD 069 2018 dared Apil17,2013. The PNCC Boad ol Dtecrors re$rved norbenend
the Lease @.i@ls ot va.ious l€ses upon exprElion ol lhe on+year 1em @ntrads on
May 31 , 201 6 in view ot lhe pla.ned devdopnenl ol the subject prcpeny

oue lo noiieneMl of contacls of Leas. lhe PNcc demanded the lesses 10 v.care
Ihe pmpeny HlMver, swn l6ses did nol heed lhe eid demand a.d rclued to
w€te the ha*d premisr. o, rhe *ven lesses two paid enra6 which paymenls
@e lealed by PNCC as mpensalion for lho damaga! ii has lncurcd due lo thet
@nrnued o@upaton olthe prcp€ny Fou r rossees fred . Petilron ior Lntunction against
PNCC seeking lo enjoin PNCC lM teminalmo the l€se ontacl

The PNCC subsequently iiled ejeclment 6es against thee 6*es who etu*d 10
va@le lhe popenr. aner the 6.a he b@n iil€d 6No lese* ofered ental payments
ro PNCC ln llilay 201 8, PNCC @ived nine checks ror.rino P28 286 mi tion dated
DMmber l, 20171o May 23, 201316m ore tess. H@ever, lh6 PNCC B@.d oI
Oiccto6 decided nol to enter into any ami@ble etl.ment whh the les*e and instructed
rhe Managerenl lo p@ed with tho eietroni es. .nd reium the cheks to the lessee
The otherl*see lik*i* olfe€d rentet Fyments to PNCC amoununq to P33050
mil ion PNCC howder dld not acept *id Eniat paymHls in vt6w oi th€ above pGilion
of lhe Boad of Dfedo6 3nd d& for rhe eason that the ene mighl afiecl PNcc,s
position n the pendng ej€crment .e The said lese fled a Molion for consignation ol
Renlal P.ym6nts on July 11. 2013 and @.signed the ch€ck payments in Coud rhe
€es oi lnjunclon nred bylhe l$*e and lhe ejelmenr €ses titod by PNcc. belng



handled by ihe Off@ of lhe Govemmern ColpoEle Counsel as PNCC'S slaMory
@unel, ae slillon-goino as ol o@mber31,2020.

24 3 Sha€ ln Prcfr?Rewnue ol Joinl Ventu€

This 5@unr @nssls.f lhe rollowinq

2020 2019

MNTC

SLTC

5t,08't,593
21,r03,250 32U9,273

5,982
34.a60,835 123051571 115 874 932

The tEnchis€ of PNcc under PD 1 1 13 to opeGle, @nslrucl, and mailtain toll iaciities n
rhe Norlh .nd south Luzon Tollways for a penod ot 30 yBaE expiEd on May 1 , 2007.
Wilh its expi€lion, the toll assels and f{rliii6 of PNCC rero .utomali@lly tuhed owr to
lhe govemment al no @sl Tne Supreme Coun (SC), in Emesto B Fr6ncis6 vs TRB,
PNCCelal (G R. N6. 166910,169917, 173630,end 133599, Ocloberl9, 2010)and i.
rhe €* ot SrEteqic Alliance Developmenr CoQoErion s. Radsr@k S@dies Limit€d
etal (6R No 173154, D6embe.4 2009). ruled and declaed rhat with rhe erp 6lion or
lhe coDo€lion's lanchie lhe bll a*ets 8nd t cilities ol lhe colpoEtion reE
adomai@llyrumed de., by operation o gw, tothe Nalional Covemmenr (NG) ar no
@sl and @nsequenty this in€vitably esuhed in the late/s wninq t@ the tolt lees and
lhe net in@me denved afier M.y I . 2007 lDm the loll ass€is and tacihies including the
Corpo6ton s peenlage shae in the iolr toes @rlect€d by ihe JVCa @rcntly opeEling
the lolways, i.cuding NLEXand skway

As discus*d in Nole 17, pendinq issuan@ by lhe TollRequialory Board (TRB) and the
Commission on Audh (COA) of the lmplementng Rules and Guidelines (LRG) lor lhe
deteminat on of lhe amounls due lo lhe Co@o€tion ior its admini*dNe expen*s, lhe
ColpoElion @gnized 10 per enl ol ic share lom the JVCS' g6s loll €venues n
a@r&n@ wilh lhe inbnm rul€s and guidelines issu€d by TRB

On March 22 2012 TRA l$ued an interim rul€ and quidelineslorihe @frdanc by rhe
JVCa lo lhe National T@sury ol rh6 ner irore thsr is supposed to be Emitted by lhe
JVCa lom the Benues ol lhe NLEX, SLEX snd Skymy in a@dane with the

PaEgEph 2 ot the said glidelrnes pmvide lhd T a)s subsequerdy agEed up6 by F,NCC
and TRB a6 an ktein amngenenl, 10 FEr @nt of alt an@nE lhat are supposad ta be
Bnited by 6e Jv @panbs shetl ba sat-asi.ta by the Jv @pahy lot renittanca to
PNCC. fho hinety (90) per @nt shall be ehitted to the fRB t'ot the Natj@al feasuy

Relaive b lh€ rfoEsid inie m tulesend 9uidelin6, a @mplaint (entited Rodotfo M
Cuen€ vs Ioll Regulatory B@d, el at , Civit Cese No 11919) Ms nted betore rhe
Regiona TiarCoud(RTC) ot MakatiBEnch 132 by pet ioner Rodofo M. Cuene, in his
@pacly as srockhorder or ihe coaodion, against TRB, coA, Maiita Nonh To tways



Co0oralon (MNTC), CIrRA Meto Manila Tollways CorpoElion (cMMTc), soulh Llzon
To lways coaodtion (sLTc) and Manila Toll Exp€ssMys syslems, lnc. (MATES) and
lhe corpo€tbn as rspondents

i his petilion, cuane *id thal "ke@ is the very @al posnb ily that what the EsFondenl
@tpoztiohs MNIC, CMMfC, SLfC and MAIES ha@ @i ed, and witt be enifring, ta
the NG is above u nuch do@ than what should be enfted gtvan the aclual and true
fihancial situatian ol ke Esoqdent coloodtjons. fhis sives nse b tha unfonunate
cahplbation thal such o@ryaymqts nay only be einbu@d by the NG tttough
clnbewe, lo say llo leasl, budgatary 9@s'

Th€ cspondents TRB and COA cme up with and el€as€ th€ fnal implemenling
.ures and glidelines embodying rhe fnal fomura relative to the deleminalion oI
lhe net income eminable by esponde PNCC lo the NG

Thar rhe Bspondont oaoErions be enjoined lom Emining any and all amou.is
dir€clly to the NG u il respondents TRB and COA have issu6d the linel
implementjno tules and guidelinesi and

The respondents be orde@d to @nsiqn with the HonoEble CouL any and all
amounts they ae rcady to €mil lo lhe NG unlil lhe nnal implemedlng ru es and
gu delines hes ben issud by IRB and coa.

on May 9, 2014 a Wd of Peliminary lnjunclion Es issued by the RTc or ruakali Branch
132, e.jorning and esl€ining theTRBand PNCC fm impleme ing the inle m rules
a.d ouidelines dated M3rch 22, 2012 The Bpondenl @DoEions, namely MNTC
cMMTc, sLTc and MATES, weE diEcled ro ioNad rhe ente amounis lo be Emiftd
by them undd ther Esp€live Suppleme al Toll OpeEiions Agr@m€nl (STOA) io lhe

Thus, petiioner is p6yino ior the Honorable Couri that

The Peliton is slill pendino reso|lnion b€foE ihe sc

ll appadng lhat lhe g@emment shnds lo sufd gEvely and ireparably lrom the
afoEeid ruling of lhe RTC as it dep,iv6 lhe gorenm6nl ol in@me b*ed on lhe
govornfront's diect @ne6hip ot the asssis .nd lecilities ol the colpo61ion, the sc
r6$lv6d on augusr 4, 2014, to Bquie Gspondeits lo tile conment on ihe peliton nol 3
motion lo dismiss within ten (10) days tom notie and lo issue, efEclive imredialely
and @nlinuing unii iunher ordeE f@m lhe SC, a TempoEry ReslEininq Order(TRO)
enjolning th6 RIC or futakatiBEn.h 132,lhe pnvaie Espondst lheir Ep€*nlal ves
agents or other Fecons acling on lheir behaH trcm implemenling the RTC Resolulion
dated Apd 30,2014 nCivilCas6No 1!919



244 Dvdend lnM.
This .@unl @nsisG oI Ihe folltuing

2n20
22,07{,8!0

3a7,at9
40,286,510

329,592
55,187 000

333,010
22$2.219 40,616.102 55,570010

Thls a@uni Md.l. of inleren in@me eamed on bank deposits amounting lo P25 479
milon, P22.552 million and P10187 million in 2020,2019end 2014, €spe.lively

This 6@uni ons3ts of rh6foll@ing

2020
Gain fBm chang$ in fair value of

Gain on ele€l ol 6llo@ne lor

Gain on sae or pop€iy and

19106,724,000

0

529,369

00

0

0

227 907

0
0 tg,loi 253 869 222907

26, OTHER NOI{OPERAIING IXCOME

Th6 a@u @ns6ls of th€ blbsng

Rw6El of impaimenl l6s on
1,302,547

4,801 626.578,929

2!20 2018

300,000

t,309,ro 625,578,929 r,664,942

The eveel ol ihpaiment lo6s m reiEbles in 2020 was dE to @ttection of
E@ivabE nom inactive subsidianB. v\,hile, in 2013 Ms due to s6t{eme of a
dis.llowed esh advaM g€nt6d to a f@er PNCC @sultanl which @s .ppti€d
agalnsl the elary p3ym6nb oi a iome, PNCC off@r (the onty p6@n tiabte connecred
lo $e CorpoErion ar th. rime the COA Order ol Exer]lion was issu€d).

The olher in@me - nel &@unt in 2020 roiniy @nsisls of ste of bid d@urents n4 tD
and employnent edili€tion fe. whib in 2019 it freinty @n5i5L ot in@me denved ftom

T1



fo.feited secudy deposils or lesse6, sde oi scp maledsls, $le or bd documents,
unceimed epa€tion pay of Enous spaEied SOMCO employes, do*d check
paymenls made lo va.iou! pay@8 and recog.ition ot in@me amounling io P625 000
m llion due lo issuane of tE+@ry sha@ ifl CCEC and SLTRs E .

27 PERSOI,INEL SERVICES

Th 5 a@ounl @nsists of lhe folltuinq

Pe6onnel beneft contdbulion

3l',580,916
6,O4lt,'t72
1,U2,257
!,547,t 88

31,302,465
5,503,700

3,464,193

32,501,346
5,396,163
2,325,T47
6,036,252

,r4,013,4/B 43,490,432 46359,543

28, UAINTENANCEA D OTHER OPERATI'IG EXPENSES

This a@unl @nsis1s of rhe follwing

2020

Taxes insurgn@, and otherfee

Dneclo6 and @mmittee memb66le€s
TransporiaUon.nd lr&ling
Ulilily

Lo$ on de@qnition of aonhbss

ReFns and hadenan€
Rep€er'ialion expenss

Lo$ on s.le ol pop€ny.nd
orher m.inranane and opeElino

7,631,721
6,548,2t7
6,507,950
5,277,56
3.791.t00
1,970,180
1,738,905
1,725,072
1:t21228

6,654,858
6,114,525

4,250,675
2,246,373

5,346,503

5,653,370
3,987,601
4,266,336
2.203.731

1,356,505

't,2(x,,000
894,536
sts,238
287,630

r5,293
o

0
1,652,941

500253

1,704.932

1,001,153
207.720

r,032,608 1,610,794

4i,080,134 44,345,367 42042.a26



29. OIRECT COSTS

This 6mu bnsisrs ol rhe l6lr6win6

10.704,280 55,a$ 243

Equipm€nt op€..tions @si!
4,421,222

1,15,058

o
0

55 669,069

10,179

0

30,485584
190437

5.43
30,63a 334

As s1.ted m Note 24 1, sta ing &ob€r l, 2015, th6 colpoBtion .ssufiod lhe op.Erions
of oCBGSl, a wholly-@ned subsidiarv of th. Corpo€lion

30. tNcoitE TAxEs

As o' Dember 3 ,2020, fte bal€ne ol lhe MclT ,s as loll@o

Anount Applicdion ExpiFd
2020
2019
2014

19,28a,967 o 7,151,2t7 12.t35J20

2020

The coDorslion s prcvision for in@m€ ld for the yer 2020 is P2 9s7 mili.n @mpuled
underlhe Minimum CoAoEte lMme Id (MCIT).

2,997,265
4,109,590
5,023,355
T,151,UT

0
o

o
0
0 7 r51 247

2,997 A5
4,109590
5,02636s

0

2023
2022
2021

As of oeember 31 , 2020, .nd 2019, the bll@ing aE the iempoEry difeen@s tor whch
no defercd rax dser was ser !p b4u* Mgneo6ent beriev* thai ( i. moB likely thal
no lutub taEble in@m. is available againsr which rhe benefi l6m d6t6red iax asels

2019
all@an@ for Ls36 0n as6ets for siie ofi
Allwane ,o. impaiment losses
Al!@ane lor impaimenl - other matenaB

All(Mn@ f.r lossd on inv6tmenls

9,415422,2',t9
553,874r39

9,615,422 219
653,474239

2,t92,9s6
,177,180,811

2,992,956
17t,1AO,A11

10A4A70,225 1a,449,41O225

73



As ol De@mber 31, 2020, and 2019 lhe @gnized defered tax *seis penaln lo the

Carry ioMd beneft ol unapplkld t x c€dils
Ex@ss or MCIT ov€r ihe Bqul{ @Do€lB

21,7s3,168

12,135,720

22 640,017

16 I30543
33,888,888 33410 560

As ol oen b- Jr 2020 and 20 r 9, delered lar l6bi( es pe€r !o rtre ,orlowmg

2020

i0,541,042,2la 10,582.t076s3

31, O'HER COIIPREHENSIVE INCO E

Fai. value adjushe of investnenl popeny
Revaluation i.cemenl in Popedv

10,'t32,283,161'
a.r.J99,098

10,132 243,164

Oefetred ld liabililies peiain to lhe d@med lar on the indee* in vslu6 of inv€slment
property End poperty and equiprenl a EquiEd by PAS 12, /r.ore Iaxes

This a@uni periains io unrelized gainsand lossaising tom dano6 in rat value
ev.ry repoding p€dod of inveslmffls da$ilied as fnancialassels et rat vslu€ thrclgh
other @mpehdsive in@ e The colPoEtion @gnized unEalized gain ol P5s 000
and unEalized loss of P224,000 in 2020 end 2019, especlively,lrom these inreshents.

The coDoratirn w.s 6$eed by rhe BuEau of lnremal R4enue (BlR) ror defci€ndes
in venous laxes Hos@r, no pr@isim fs any liabihy has b€en m.de yei n the
Colpo€t66's rn.nci.l eiaiements.

Deiciency ifiemal evene taxes fo. taxable year 1930 (in6me tar @ntBclo/s t.x
and docume ary slampta)loLlins P212 s2 million.

Ihe Copoafton soqhl a Einvestigat olke @* @ No@nbera, 1995, .t as a
@hs6ouaice, the BIR i$@d a fihal decision Nondqated an seqlenbet 9, 20u
adetug PNCti to pay the anount of P1a1.46 nttan, tha @duction af P111.al
n bo Epesqt &ficiency @ntacbfs tax bhbh the BIR tuntvad to can@t ahd
withdqw t@n lhe a@t n bakg bereft or ned lor lack of /ega/ basis, i,'rus
lndks the Colpotaion s @lend@ netitdious.

The Copotation, k its takar dated Febtuary 1A 2005, inrotued ttre BtR that it had
frted a Poitbn wilh E Depaitunt or Justica (DOJ) s@khg the cvesat ot ke
BtR s eelulbn hoLlks tha Conodtion still liable l lhe afotpsai.J tax deficiencj*
and has apdied lot an tuenh od.t or neasure hon ke DoJ to suspqd or stop the
@llaclion ot subiecl amunt ,eding Esotulion ot the Pedtian.



Denciency taxes ior taEbE yo3r 2006 Efrountnq lo P115 141 millo. (inclusive ot
inreesr ot P48.76 million).

Managfrefi, k ns 16 .t of Oclobet 29, 2010 to the BlR, palested the afaesaid
pap6& den iency taxes pudcnl lo sedion 2a3 aflh6 NlRc ot 1997 (Peehptbn
of tihitati.n uqon asseslftrr ard colleclion) and Revenue Regutatiahs (RR)
Na.12-99 (w6ch eauitus di@ussi@ batt@ the C$ooatiao and BIR Exankens
befoE ebnision of lhe epod to ke BtR Chi., cohcanad)

Oeficiency busines tax or P64 milion due lmm lh€ Belqlan Consonium, the
CoDoraion's padner in its LRT Poied

Oeliciency inlehal rcven@ tees ior taxable year 1992 (in@ne igx, v.lueadded
1d, and expanded withholding t x) oI P1.04 billon which was reducd io P709
million ater the Corpo6lion's witlen poiest

PNCC Mahagaaent, howe@a equested tu a nelkd@nbEn@ to. k.
daifr@tion of the iss@, the ed@ed ahount stitt being lhe esutt ol a jeopardy
ass]Mtrr. Ihe BIR has,ol /€spon t d asof@ta

oefrciancy inrehaL evsue taes lor teble yea. 2002 totaling P72.92 millo.

Mahage@nt, k close Notdkaaon wilh lha concahad BIR offr@6, peented a
wE deta ecl analy.js af tE a@unt' sei.t p/€*ntatioh and he co9oatbn s
avatln@t of ke tat ahresty had ebdantially red@d the aloesajd d.nciancy

No discuss,o, happened as rh€ Co9oaton @tu to khaw of lhe nndkgs on the
attaged daficja|cy taxes @ly @ @obet 22, 2410, way bey@.1the lhee (3)-yeat
P6ctiotirn odiad of Apttl 15, 2010

To dalB, lhe co@o6li@ has not @tued any tomal ffiuni@lion f,on the BtR
afret ils letlet on octob.r 29 2010

Deliciency inlerna €ven ue taxe. tor the lExable yea r 2009 in rhe amou orP37 4i4
million (basic 1ar ol P 51 957 million and inteesrpenahy ch aQes ot P3 5.457 miltion).

/4rel $ras ol wille. pbtests/@muni@tiohs wi[1 and pesiltati@ of
doMenlary ei&@ to th. BlR, tha p@posed denciency tdes ol PA7.414 nlttion
was @du@d la P21.147 nilfon (basic ld ot P11 3A niniq a.d inteesvpenalty
dages ol P9 763 tui||ion).

The basic laxes ol P6.565 nilliq (expanded wlkholding tax, wtrhotdiog tax
@npenelbn andnkge berefiltax) aad P4 A19 n li6 6nal wikhotding tax) w
oaid on Novnbq 24, 2013 and @ Jan@ty 10, 2014, Especbvety

An January 1A m14, tha Cory@ion Eq@sted E@nsderation fot the atendaot
cheryes af P9./63 hillon, in lhe amN.t equitable to both be BIR and the
CaOotanon puGuant to Section 2u or tta Nati at tntenal Revenue Cae @|RC)
andlhe Ehted re@hue Egulatbns.



On tloveabar 2, 201O the Co@oftlioo E@iEd a Final D4isi6 Disputed
A**tuhl ld exp @d wjl,hholdkg lu, wikh diag lu an @pe@ton linal
wnhholdkg ol VAf and lhge b.r.,tt tax ,br a tola/ assesed an@ht ot P15425
nittion (basic td ot P0.934 n tion and int*sth@aw cnaees of P6.491 ni i6)

fhe coQo6lian, k its leker dated aprit 10, 2017 to tha BtR, eq@sted kal ke
Coryoalbn be allowed to ava of btels by way ol h.htclion or abatenent of lhe
charyes an l a fa@tubie hnsideraf@nh@nidacban tr@ the BtR

Oh JW 30, 201A tb Coeaati@ paid PO A93 millon Bp@enlng 10 pet ceht of
the basb lax Ehltue to ts ewljcalion fot .Mpmisa slllanehl of ns denciency
taxes. A Aoard Resorrb, {ao 16o2o1a) was passed dunng a @edng al the
PNCC B@td ol At*lo6 on Augusl 15, 2O1A, whqek, Pesi.Lnl etui CEO Maio K
Espkosa was tut4otued to e.lq kto a Mp@ie af up to 40 pet @nt nihitum

On Seplehber 4, 2a1a, ha Coeoraicn ngtuh.d ils ktehlion to inuease the onet ol
@p@nise lbn 10 pet @nr (Po.e% niltion) to 40 pet @nt (P3 574 hitian) ot lhe

fhe BlR, h ns lettet chtecl Septnbet 11, 2o1a hlotud PNCC hat pu6B.t ta
Revenue Regulatioa (RR) 9-2013, a@nclkg @nain ptuvisbhs of RR 3G2(fr2
pad@lady Seclion 6, il is expe$ly slaled lhat:

'Ihe MOMba afiq shall be petd by tt€ tdp.yct upon filkg af the
appttano. lat @dto@tse *tbfr.Al NaaDoucatun rot @o@t'e
seldemenl shal, be Dmesed sithtut the tull seftlenet 6t th
6no@t tn @e af dls.ppbval of lhe adi@tionfotMpt@i* sftteheht
the ahount peid upan fiting of the al@64l applcation shall be dedncted
frch lhe total Ntstanding tax tabititjas "

An h46t 26, 2020,lhe CoOoanoh t6.ited a Caimcab of Aveilrent wik
Caftifrcata Na CAC2A17@010a67, stating that the C@1p@ise Se 6nent tot
the 20Og ld .LfrciehdEs heve been app@ved by lhe Nalianal Evallalid Boad

CREATE Acl intodu€s .eforms in the ae6 or @lp.Ete n@me rax
valuEadded ld, and tax inentivas, aside tom prcviding COVD-1g etated

On MaEh 26 2021 lhe Pcsident sgned do law Republic Act (RA) 11s34stso
kn@n as "Corpo6te R€@ery and Ta ln@ iv6 lo. EnteDrises Ace o.
"CRE{-|E'Acl which Bduced the @rpo6te in@me tax 6les and .ationatizen lhe
curcnt fs@ in@ntves by making n tm+bound, tarseted .nd
perloma.@baed The l& onlans 6nendnenb to s6wElprcvisons ot the
Nalional lnlemal RevenuB Code of 1997 ('Td Code) pnmanty on th€ €duction
of the @DoEle in@me tsx €t€ and lhe i.i@duction oI a n4 title on i.x

The salient provEions ot the CREATE Ad appliebte to the ColpoEtion ae as



1 . Elisling egisleEd enteDnses under the ,ive per enl Grcs lnmme Td (GlT)
may e.il ol the live pe. ent GIT for iO yoaB fmm the efbclivily ol lhe

2. Efectve July 1 2020 domBtc @rpo€lions with total a$ets nol exeedinq
P100 m ll on and nel raxable in@me ot P5 million and bd@ shall be sublel to
20 per @nt in@me td rate while th€ othsr domesta @rpoEtions .nd Bsident
loeion @Doretions will b. subj*l io 2s p€r @ni in@m6 lax Elei

3. Minimum coDode inMe tax (MclT) €te is edued fbm rwo per enl lo one
ps @nt rDm July I . 2020 lo June 30, 2023:

4. Rep€l oi lhe lmpopedy a@umulated Eminos la

33, COXTINGENTLIABLMES/CONTINGENIASSETS

PENI'II{G LAWSUITS/LITIGATIONS

Asievost MeDh l BdnkeE tMl Behad es PNCC

As sl1h6 €nd or cponino date D@mber 31. 2020, rhe CREATE Bill is not
@nside€d substantively €.ad€d. Ar sach, a@dt4€5.@ me*uEd lsinglhe
app€ble goss inomo Gx El€ or rNB per @nt ror PEZA
aciivities. Nonelheles, lhe implementaiion oI CREATE Ad d@s not ha@ .ny
impact lo the Colpo€lion's in@me tax p@ision io. Oe@mbe. 31 , 2020

Th€ ColpoElion has @ntinqern iabiliti6 wth epecl lo clarms and l&suits
Managehenl believes that lh.,inal Eolution of the* issues wiil matedally af,ecl lhe
Corpo6l on s fina ncia posiron

This ese arcs ater AsideslCDCP Sdn. Bhd (Asiavest-CDCP), a @aoBr on
oqanized by both cDcP (n PNcc) 5nd ABlavesr Holdings (M) sdn. Bhd
(Asiave.r Holdinqs). which aded as PNCC'S subcontEctor in M.laysia, failed to
@md€t6 rhe pDjer in Malaysia Asiavesr Merchant BankeB (M) B€inad (AMB)
whc_ provoed v.noLs guaEnlee and bonds to oNcc r 61n6o- ulh the
construcrion @nt€cls in Malaysla, ihus eugin EimbuEemenr ol rhe su@ly bond
lhe fomer p3id to the SEte or Pahang (Malaysla). The amou.l invoved is
lvalaysian Rinooit (MYR) 3,915,053.54.

On Apdl12 1994, AMB instituled the @e beloe the Pasg C ty Reg onat Triat
Coun (RTC). PNCC lhrcugh its bq8l dlnsel, Oni@ ol lhe Gowmment ColpoEte
counser (occc), had fled lour (4) molions for enension ot lme to nte ans@r
aid/orany Bsponsive pleadino HMver, PNcc was noi able to file G ansrer 10
Ihe Conplai beuse rh6 l€nsdions ree execuled in irataysia and the
do4trfts mre nolhen mmedEtely e€ abh Ttus, arudgmed oi dets-h was
@ndered by lhe tml 6un. Efois ree made iowads tifring of the deiauh oder
snd r@m deralion of lhe docislrn. bul the same reE denied



PNCC appealed rhe @* to rhe Coun of Appeals (CA) but was dismi*ed n its
Decision d.l6d June 10, 2005 A Motion fo. R@ns'de6lion (MR) was filed but lhe

A Pet tion ,or Revi* on Cerr oran Gs filed beroe the SupEm. Coun (SC) wh ch
evenlu.lly decided against PNCC lasl April4, 2016 On Apnl6, 2016, OGCC
€@ red a Molion ror is.uan@ or Alias Wd! or Execurion liled by AMB w rh RIC
On Apdl 16 2016, PNCC rled irs oppction rh€Bio arguing thar rhe subject cla m
should be nled ,i6t with coa beto€ a wd ol Exeution €n be issued by RTc

The RTC Brsnch 153 denied Asiavesfs Molion for Execulion and its sub*quent
lvollon lor Re@rcideElion. Sub*quenty, Asiavest filed wilh CA a Petitior lor
Cenoran .nd Mandamus lo trhidl PNCC liled a Comment and Opposlion on

On August 14, 2018, PNCC @iwd the CA Se@nd Oivisions Nol@ or
Judgmenl denying 3nd dismissing the sbove P€tition tor Ced06 and
Mandamus kiavesl filed a luotion ro. RMnsiderelion (MR), a @py of which was
@ived by PNcc on August 30, 201a on odober 3, 2013, PNcc ,ited ts
Comments on the subject MR tn a R6otulion dated N@ehber 29, 201a lhe CA
Fom Smnd Division denied Asiavefs MR lor la.k ol merl

Affiv6l Wchanl Banke8 lMl Behad A PNCC

-rhis €se nvolves th€ enio@renr o, a foEiqn jdgment Endeed 3@inst PNcc
n Maaysia fo. qua€nt€s ir is8led on vadous consrrucrion pojets invorvng
Malaysbn Rinogit (MYR) 5,108.290.23. The Pasig CE RTC and lhe Coun or
Appeas (CA) Endered d€c6ions n ravor or PNCC. dared October 14,1991 and
May 19, 1993, especlivety

ln 2001,lhe SC endeed a d&ision BveBing rh. decislon o, the CA and odered
th6 paymeni of ihe foEign award. ln 2002, lhe Pasiq City RTC $ued a Wdt ol
Ex.culion whch Ms partially satislied bul PNcc later asked for its temporary
suspefson by moving to quash the sd b@use of. (a) chsnge of the panys
slaius maknq lhe exeqdon inequitablei and, (b) the claim h.s sl6.dy pe$rlbed
und Malaysian raws h 2ol5, the RTc fnally denied PNcc's irotion to ouash
ncluding lhe sub6equent MR. PNCC h6 dne liled a Pelition ror CerrioEr whch
6 pending n lhe cA. lnapd 2016 aMBs ounelliled for Ex Pane Molion tor
lsslane of Alias Wrn ol Execution to enfo@ the 2002 Wd ol Ex€cution. PNCC
tus sin@ oppced t, pmmplinq AMB lo liL€ its Uqent Motion to Reso ve

The RTC den ed PNCC s Motion to Quash. BMUse or the deniat o, the said
Molion lo Quash, PNCC liled a Petition tor Cenio€ri with ihe CA on the RTC s
Oders. On Deemb.. 16, 2017, the CA denied lhe Peltion lor Cenroari and
subsequenly,lhe Molion ior R@nside.ation was also denied of June 17 2013
On August 23,2014, lhe PNCC tited a Petjtion for Review on Cen6€n with rhe

Asiaven, thouqh 6uel, liled a Molion ror Er€cdio. in both @*s *nh he RTC.
OGCC oppoed th€ moilon on $e gound thal fie daim of AsEvesr sh.utd be tited
,tst with lhe Commission on Audit (COA) beroE . Wd of Ex@rion @n be issued.



The RTc denied asidesl's monon and die<ted lhe latler lo fle ds daim aqainst

oi May 3 2021 , the Copor.tion re@ued a 6py ol the Petilion for Money c alm
(invoving the deision ol lhe RTc in civil case No. 64367), liled wnh coA by
Aslavest Equry SON BHD (in Membets'Volunlary Liquidalion ) allegedly, iomerly
kn@n as Asiaest Merch.d B.nke6 (M) Beftad. On June 30, 202r, PNCC
through tne OGCC, iilod its Ansrer to the sakl Peliiion

Sureditus hhsaodanon Co. tnc vs PNCC

ThB case ek3 the re@ery or peMnd prcpedy (€previn) with damases, lhe mefls
or which the SC had alEady Esdwd in 'Supedines TEnspo.tarion Company, rnc
(Supedines) vs Philippino Narional Consrrucrion Company (PNCC)'which ordeed
lhat lho caso b€ remanded 1o the l coun tor funhq prc@dings. Afler the natter
was eh.nded lo the RTc, rdalensued and rhe lar* $ued irs asiled 0ecis6.
whee I e€pped the *des of w€nls lolld ng th6 SupEm€ Coun2007 Deision

The RTC s D@sDn dared May 12 2OlOheld PNCC and @ne,endanr Barubs riabre
PNCC elevated the €se to th. Coun ol App@l!, trtich affimed the tdat @urts
tinding n irs DecBion dared May31,2014 The Motion ror Ro@nskieElion o, PNCC
w.s lik & deni€d by rhe CA. Hen@, PNCC elevated rhe netler lo the SC aEuing
th.l the CA (a) violar€d the SC tuiing in G.R. 169s96; (b) qrgvery 6red tn faiting to
@nsidq thal SCTI n€v.r reni to LopeE io *k his pemission to hev6 ihe vehicte
Eleasedi (c) failed to 6neide. STCI'5 bad fahh in excllding Lope€ as pary
d6r6ndaln; and (d) ered in holding that PNCC should be held liable tor damages.

on June 3, 2019, lhe SC end6€d . D@ision denying the petition The oecE on d.ted
M.y 30, 2014 and rhe Reelurion dared January 13. 201 5 of the cA in ca-G R cv No
95429 aB Affimed wilh Modi6Bli6ns 3s r6llMs

"WHEREFORE, penises @nsiCe.ed the inda pe bn DENTED rhe
D.cision d.td May 3a, 2a14 and lhe Reehnian deted J.nbty 1s, m15 at
the coun ot Ap@eb in ca-GR cv Na 95429 .E aFFtRMEo wth
MADEICA1ONS k thal th. a*od ot l@t/un@n d in6tu i. h.rebv

@m kt.re.l o, .i, M.nl

Bolh panies flled fien csp&lve motions ror padiat re@nsideEtion The SC horever
d6nied borh motions lor p6,lial E@BideErion

On Apd 13,2021, Supelmes lited. Pdnion for MoneyClarm with the COA, p€ying
lhal PNCC be o.deed to pay the lolt ing:
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Pendino Laffi !itrlilioalions

34- RELATED PARTY TRANSACTIOiIS

Kev lugnaq€tu.l Comp6n*lion

as aduat danag$ pedai.kg to ke @st af
acAuisnio.olUEBBtlo 719 "subj*t to 6% pd
annm inleesl Bte hdn W 11, 20al

as exflplary daneq* "tubject ta 6% pet
anNh intetest 6le non fkalily ol lhe bdean
dabd JUN 03, 2019 @ndeEd by the Suptefre
CounincR No 2165@

On May 17 2021, PNCC eeived an Ord€r dated apnl 22, 2021 ircm COA eqlirinq
PNCC to submil its ans*r wnhin 15 days ,rom reipl lheEof. The mat* was
refered to lhe OGCC for handlino and app@p ne aclion on May19,2021

h view o,lhe io€going, th€ Coao6lion though s Egal6unsel, OGCC, shall@ntinue
ro €xhausl ell leqal options prcvided by 14

h additon.lhe Colporalion is involved in @nlinuing Bigalkrns claling to labor and civil
Gss The uftimate oLldme of th*e litigstons ennol be detem ned yet and no
povlsion ,or any liability thal may res(ll can be made in lh€ linsncial statomenls

The hbor €*s shich @nsisl oi lho* fled againn lhe Colpo€lion @mp.ised moslly ot
cla ms for illeqal dismissal, backMgei epaElion pay, and unpaid be.ef s. Mosl ot
lhese @s* he been ruled by the Labo. Albiter in fm. or lhe qnp ainanl. HMver,
lhesB ess .B on app@l by the CoryoElkrn b€lor6 the N.tional Labor Rel.lions
Commisson. CA and SC

The cvr €ses liied against lhe Colporelion @nslst ol €s4 nvovmg dsm.ges,
colecuon of money, and atomeys iees, wtrich arc slill unds liliqauon beioe vadous
RTCS On lhe other hend tlEs il6d b, the Colporalion eqainst other individu5l. or
companies @nsisr oI slits involvinq .ums ol money, damaoB aod b@ches ot 6nt€ct
which nvo ve undetemimble .mou.i of monay

Key Managerent includes lhe b@rd ol diBc.toB, Ell m6mb66 ot management and olher
@mpany oft@B Key manEsem€nr @mpens.llor ioral€d P14102 million and P14 112
m lion h 2020 and 2019, Especlively. A b@kd@n ol thes 6frounts .s lollo@l

2020
a,aa2A72
2,025,162
3r*la,ffl0

3.235.541
1,9$,549
3 887 600

14 111870ta,tot,634



35 RESTATEMEXT OF ACCOUIIII'S|

The 2019 and 2013 lim.dsl shbments @e eslaled lo rerEcl the foll@ing
tEieclirngadjustmenls:

Epo.ted)

STATEMEI{T OF FINAI{OAT

Recoln['on oI 2017 u^billed seto es

R..tar.mo,n on stalomr* of

R6r.bn.nt on Equny- n.t

R€69^iion oftr*dry snars m

2,3s2,5n

STATEIEN-T OF CHANGES IN

Coredron or prbr yea''s 'Irm

STATEJENT OF FINANCIAL

Remsn('on of revenue shtres rrcm

Rocognirion of pnor penod unb od

7,529,561

R€...rem.nr m total G.t -n.r
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36, FINAI{CIAL RISK MANAGETIEN' OBJECTIVES AXD POLICIES

Liquid y nsk is th6 nsk $al an enlity will en@unle. diificuhl in meeling obligations
assc€led wilh financlal liabilit ies The CoQoElion monito6 ils €sh i@ postion, debl
maturlty pbfile and @eEll liquidiry posiio. in $365ing irs 6xposuc ro lhridiry risk.
The Corpoalion haint ins . l.vel oi €sh demed sufiKieni to iinan@ s €sh
EquiEmenls. Opeeling expenes 3nd @fino epilsl cquiEment. ae suftcienlly
fund€d though €sh @llections.

s.dicc and bu.in... ln6m
Recoln ton ol r€v6rue shares t om

Olhcr llonopedi.ghcom.
Re@sdirion oIt6€*rry sh€res in

The ColpoElion p@nled th@ Statemonls of Finarcial Position in @mplian€ whh tho
EquiEmants of Philippine A@unling slandad 1 , PE$rrabbn ol Fkandal slatehents,
to include n a @mplele sel of financid staiemsie € st tement ot linancial posillon as al
the b.ginninq of lhe ediest @mpa€tiw pedod wh€nwer lhe ent y €lrospedively
appriesana@! inq policf or makes a Br@sp€dive restalement of items in ls,inancial
statements. orwhen it G.laesilie. ilemsin s li nancial stalem enls

The colpoEtons pnncip.l iinancial insttumenls mmp,ise oI esh and €sh
equiv.Lenrs, csrructured debt and advMes to and iom Elated panies. The main
pu rpce of th ese f na ncial insttuments is lo ,inane lhe Co.poralion's ope.arions The
Co.poEtion has vanous oiher nnan<ial ssets End liabilities sudr as l@ivables and
voucheB pey6bre end amed €xp€ns6 (excrldinq srarutory payables) which aise
direclly lrom its ope€lions. The man nsks adsing frcm the CoQoEtion's fnanciaL
instruments aE cedit risk and lhoid y nsk The Colpo6tion's B@d or Dire.to6 (BOO)
and Managemenl Bi* and appove lhe polid€s ror m.n.ging each ol ihi6 sk

Th€ ColpoEtion monitoG mad(el pri€ isk .nsinq l6m .ll finEnoal mslrumonts snd
regulady €pod finan.ial m3neg6ment aclivities and the resu[s ol lhe* aclivilies to the
BOD

The co@oration s dsk franegemo.l policies a.e sufrmaded bekiw The exposuc to
.isk and h@ lhey an*, as well Es lhe Corpo€lion s objectives, policies and poesses
fo. manaqing the nsk and the methods u*d to lEsue the risk did not chanOe iiom



The ene and nalue of exposures to liquidhy tuk and now they anse as welL as lhe
CoeoErion s objoctiws, F.licbs and pl@ss ror m6mging ihe isk and the melhods
used r. h6.sue the isk 5€ lh6 s.fre ior 2020 and 2019.

Ihe loll@ing lable sumMi2es lhe nEllrny p@lilo o, lhB CoDoalion's linanci.l as.ets
and fnancial liabililies as ot D@mber 31.2020 3nd 2019. be*d on @nta.lual
undis@uded €sh nM:

1.12,121.014 t1,256,341,3r5) t0,535,3?3,336) t4,5r3,rr3.766)

5i.!69s'.0.1,82,m,.o0
t3.,$r,3t3 {001,4,l.,{n tlJor,{7,s2, tr,$7,7r5,09.1



credil sk is the dsk thar one pady ro a iinancial instrument will failto dischrge an
obligailon and @u* ihe olhe. parly lo in@r a financi€l loss -rhe Colpo6lion's exposue
to cedit r5k anss from dEfault of the @unteDanies ,hich incl(de enain linancal
ndnutions, €alestale boyeB end suppli*

Crcdit tuk manag€mml involve. d@ling only with inslitutoos or mdividuals for whch
credit linits have ben 6tauished, and with supplieB whose paying and petu@ne
€pabililies ae doorcusly scened.

The l8ble below sh@s the frdimun e&6ue to cEdit dsk ior the @mpone s ol lhe
slataments of fn.nci.l position a6 ot D@nber 31, 2020 end 2019:

2019

124re3J87
356,51'7,577 390,730310
48r,!{I,36,1 525,427643

as of oeember 31, 2020, and 2019,lhe egmg analysis per da$ ol eeivables is *

li-tod.tllcsodor)l0d.yl

tudiv.hlrlmori-tr ddf6yd:

7,1!02.eqs ,!ps si.l$ e1,Tin. r5nao?,a,



fuelhrof&tkrDddammu
ln[lEd<0d0.30-60d{..0.90de>tods^tlb

MY*bfufr.trd.isl4*j
fudenDh}g

xrprl.1. 7,4,ll,1& !',l$r 2,7r,000 1100.m

set out bslow is a Mpanlon by @lelory of @ryinq arc! sandfatvaluesol3llolth.
Company's linan.ial insttuments that .B eriod in th6 statm.nts o! linandal pGition as
of Decamb€r 31, 2020 and 2019

1.tt,(567.302 1.711616913 1'3lr'867

10313,L1,15r 10069,372,007 10/333i361ilt3 1006t 372007

Cash and A@unls and Obet Payabtes - €rrying amolnts appoxmato ral vatues due
to the .elalively shod-rem maluhties ot these inveiments.

R€cevab/es - @rrying amounts appoximate fair vdu* due to the sho em naru€ or



37, SUPPLE EI{TARY INFORI'ATION OI{ TAXES

3/2 The amounl of vAT inM ldes claimed .E b6k.n d@n as L'llM

ln @mplEn@ wnh $e Gq(iEmenls *l ionh by BIR Redue Regulalions 1t201o,lhe
lollowing aB ih€ infomstion on lax€s, dulies, and li.en*s paid or a@rued dunnq ihe

37.1 The Coe.€lion 6 e vAT-Ggisteed @rpoGrion efth vAT outpur tax declaElion of
P23.179 mi0ion fd rhe yer based on rhe amounr Biedod in ih6 s.les Account of

Ba an@ ar the beginninq of the y€.
Curent yeais puEh6€:
Goods for eslehenuf€ciuB or tudh€r Pro.4ing
Goods olher lhan ior eele or ronu.aclue
Capil.r goods slbj6ci 1o amodizaiion
Caphal q@d. nol subj*l to amonizalion
SeNl@s lodqed (nde. cct or goods sold
setu es lodqed under olh€r a@u.ls
ClEims for ld credirrefund and olhd adjushenls

321n5

19,039
0

402,766
0

Balao@ ar lhe end ol lhe yeat 743,580

37 3 Olhd td.s and lie.*s

Philippine Slo.k Exchange

1,647,353
2.146,375

261 000
10500

4065233

BIR An.ual Regisl6Iion
VAT/Pe@.iage Tdes

500

0Olhe6 (C€sral Gam5 TarD@ Sram

37 4 Iho amou.i ot withholding tsx6 peid/sctued for ihe yea. amounted to P5 23
million, brcken d@n a6 follos:

Ta on @mpen*lion .nd benefis
Ceditabb wnhholdinq tex6s

4 325 492
905 382

5 230 A74



PART II

OBSERVATIONS AND RECOMMENDATIONS



OBSERVATIOI'IS ANO RECO iIENDATIONS

A. FINANCIALAUOIT

1 The fin.nci.l statemnr. o, PNcc Bmalned mat rlally mi$t ted due to th.
contin@d @rding ot lhe urcdv.rted debts a. .quily, lnst ad of llablllty, in th€
tot l .munl of P5.552 billion-

Pr.sidenrial Leter or lnstruction lLOl) No 1295dated February 23, 1933 diec1ed
all conemed Governmed Financial lislilutions (GFls) lo @nved rnlo aqlily.r
common 5haE5 of sr6k in cocP (nM PNcc) enan ob igalions ol PNcc with
them The rull @nveuion of said debl6 lo eqlity will esu[ in the
paymenupcp.ymenr of PNcc's vaious obllgarions Lol No 1295 sp&ti€rry
prcvides rhat "a,ler cDcP has made tha popaynanls/payaents @quied heein,
COCP shall not be Equjed to mk tuthet paymehb lot htetust ah such
abtgetbc up lo, and inctusive of, Ae@rhd 31, ,983' Staed olheNr*, il
CDCP has nol made the p€peymenivFyrents €qui€d inthe LOl,lh€n PNCC
shall be €quiEd to make fu.ther payme'n1s for inteest on eoh obl gations up 1o
and inclusive of o*mber31, 19a3 o. urtilthe same are pad

Substantia podion of PNCC obligalions lo the GFls and PNCC liabilit es b enain
governmenl .genci€s i€nsietred ro rhe Narional Govemmern (NG) puGuant to
LOI No. 129s @E nol aciually @nveded inlo equity These obiigalions re€
r4ognlzed in lhe b@ks ol PNCC as p.rt or equiiy and d€*nbed as 'Equity
Adjunm.nt5-Undd Rehabtitaton Ptan-L@ns T€nslered 10 NG' insread of

Ph ppineNalona Bank(PNB)
Nalona D€v€ropmont Compa^y (NoC)

C6nrE B.^kor$ePh 
'ppnes 

(CBP)
Bureau ol lhe Treasury (BTo

enr Banr of th6 Ph'r'ppn6s (DBP)

As disdosed in the Notes lo Financiat Stalements. the aboBmentioned
unonv6 ed indebiedness oI lhe Co@oration emains lo be @rd€d as equity as
it is the Colpor.tion's position, as supported by lhe Ofiie of the So ic(o. ceneEl
(OSG) opinion d5t6d Auqust 23, 2007, that ba*d on LOr No 1295, which is a
speial bw pomulgated to €hab ftae the Colpo.ation the debts he efoctivety
b€en onvened into equiry snd, rhecfo€, shouE no longer incur rr'leest chergB
Ths assedion, horev€r, B nol in a@dane Bith the prcvisions in LO No. 1295

Resuhs of @nlimalion ol the bd.nG ol the liabiitte. wilh lhe Pdvalizaiion
Managerenr offie (PMo)and lhe Bueau or lhe Tressury (BTr)as of oe@mb€r
31 2020 dis.losed disreponcies qhen @mpared w h th€ bdane per PNCC
books. Derails a€ shM in rhe nen page:

a7



coN€yaM or tor 3 (rtretua{@ot
al@tui!441 &9c!! lLlqe9

p 2.365 4,t5,000 P 53.996 73,t t0 P 156,131209t0)

1356693,m0 t7{1163,1{9 (33.1470,149

1204,311,000 2 664,314,465 ( 460 003,{65)

7t,654,&0 0 7565.1000

9,633,000 3 540,014,91S (3 530 411,019)

0 5s5,516,4e7 Fe5 516,4e4

0 (1,5156300001 1515,630,000

p 5,511 736 000 P 56,022 093 s10 P (60,510,357 s40)

39991000 2,734477193 p,7{4,436193)

15

1.7

1.8

The Audil Te€m noted lhai lhe v.nene in rhe aggegate amounr ol P60 510
billion betaen PNCC and PMO l@rds penaiB subda ially lo the inleesls and
olh* chaqes lmpGed by lhe laier on lhe unonveded debts ol the forher lo
vanous GFls assumed by the NG

The coDo€rion dir not Gco{ni4 the dispuled inreen cha4es and penahi6

The Supreme Coln GC) il*f had ecognized the valiiily of LOI No. 1295
and ttut it slill leg.llv dlsts lodsv

P i5t1,?r,!00 P 3t,306,tm,ffi P(33,254ra3,?3rl

The failuE io @nven d debls lo equity ls @nlideEd.n adm nislEiive

The P5 552 billion is not a debr bur simply epre*nls unissued sha6 oI sro.(
aw.iring actual@nveEion to equ y puGuanr ro LolNo. 1295 and, assuch
@nlinued impoition ol intecsts and pemhies B nor wamrted.

PNCC daimed rhat rhe ab@ postion o, the coDo€rion is suppoded by th6 osc
and lhe Ofr@ of the Gdemmenl CoQoale Counsel (OGCC)

On ihe orher hand. the P2.744 billion difeEne betaM the €@rds ot PNCC
and BTr is due to lhs une@nciled p n.ipsl amdnl of liabilities to BTr plus the
inle€srlhe@n. PqPNCC b@ks, ont the pincipalamount or P39 991 million
8Tr advancs a€ rc@ded bui induded lndq the Equity Adjustnents !n.l€r
Rehsbilit.tion Plan which peiains to the a@nts tansfetred bt PNCC to the NG
and a€ no lonqer ,e@.ned a6 liatiliris. Hower, in eply to rhe Ald t Teem's
@nlimalion leter BTi clsim€d inat the NG advan€6 io PNCC as of O@mber
31,2020.mounled to P2 734 hllion. inclustw of P1.376 billion inre€sr ltMs
d$ noted rhar Bhile PNcc r@ded the BTr adva@s under rhe Equiry
Adjustments lndq Rehatiliration Plan @unl rhe sad Edvan@s @€ not
included in the PMO'S @nfmarion Eply ar pan of rhe iabilhies translercd to rh6
NG
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19 Ihe NG did nol @nsid€r the PNCC un@nvetled debts as hav ng been otreclivelv
@nwned Lnto equdy. Ralher, bolh lh€ PMO and the BTr lrcaled the unonvened
debls.slEbilitiesoIPNCC to lhe NG subiel lo appl€bb intereslsandchaE*

1 10 Due to lhet onnidnq p6lions PNCC and PMO subm led lhe i$ue lo the
oepanment of Justie (DoJ)on June 21,2012rorarbit€ton on February 13,

2014 the OOJ drsmissed PNCC',s pelition aqsinst PMo and odeEd lh. fomer
to pay lhe l.fier lts du€ snd demandabl€ obligation rnclusile of inl.esls and
penallies unlil ad!ally paid.

I t1 On March 14 2014, PNCC fled a Molron ror ReonsideEt on (MR) with lhe DOJ
which was dmEd by ihe latler in its Order dated January 22 2015 Noti@ ol
Appeal and Appeal MemoEndum @e filed by PNCC wnh lhe Oflice ol lhe
Pcsldenlo,lhePhilippineson Jun€25,2015and July27 201s,€speclively

Eadie. theoccc, n ic opinion No 245 daled Nowmber 15.2007, oprned tha
PNCC may e er i o an agEemant wnh PMO fo.lhe @nv66ion of PNcc's
rcmining liabilili.s inlo oqlity or @mmff sl6k of PNcc al parvalue and that
after the @trpletion ot the equry @nve6on, PNCC snall no lonq4 have any
rem.ning obligaiions with the NGand PMO underLOlNo 1295, subjecltolhe
appr@el by higher authodies as may be BquiEd by l& or €g! stion

r 13 OnApri 15, 2015, rhe Depanmenr of Finane (ooF) *toed 10 PNCC a Stalom€nt
ol A@uni into.ming lhal lh€ oulsiaddinq ouigalions of PNCC rec duo and
demandabl€, .nd lhEt thec s no longer any basis to @nsider the @nveB oi nto
equity otlhe subted obliqation und* LolNo 1295.

114 Considerlng thettoelh.thad ehp*d andlhe oOJ'sdeosion,lhe OGCC oplnion
and the DOF s dom6nd, re believe that PNCCa planned @nveEion ol liabiilies
to equny € e remote possibilily

The r6ognilion of lhe P5.552 bi lion un@nvened debls as pan of equity and lhe
non{eogndion ol inteests 3.d other dlalges lhe€on of P63 255 bi lion resulted
in the undeBtatement oI tota labilit€s afld de6t3tement ol lotal equity by
P63307 billion Funher lhe€ should have been a dencl of P54.067 billion
nslead ot elained eaminqs of P9.183 blllon .s.l oe@mber 31,2020

116 W. Bi!.nLd our pEvious ye.B' ecommendatron that the P5.552 billion
ln@nverted debts be bcognlzed a. li.biliv in tn€ book6 of.ccounls of
PNGC, lBtead of .q(hy, tog.th.r wnh the int B{s .nd oth€r ch.B€s
th.Bof.nounting to P,63255 bilrion as of D..mber 31, 2020, Eunh.r,
ioll@.(p tte 3lalE ol $o pending app..l wilh lh. OP.

lManagemed comrenled lhat it has nol chanqed ils pos ion on the ma(er. Thus,
il EiieEted that it @nnot asent io the @mmndaiion ol coA to re@gnize the
P5 552 billion un@nvened debts d liabrlily, in5iead ol .quity li slands by lhe
msndate of LOI No 1295 ttul the .mount ol P5 552 Lillion shou d be @nvened

1 13 Moreover luenegment 6mm6ft6d thsr rhe issue is still subjed ol a pending
appeal whh the OIfe ol lhe Pesident. Hene, ecognition ol the eid smouil as



Th. accoEcy ofPNcc's l0 p.r cont eenu.EhaB amounting to P|12.322 million
and P160,216 million for Cal.ndar YeaB (CY3) 2019 and 2020, rc3p6tively,
6mltt d by tne Joint VontlE (JV) CompaniF opeating tte SLEX, NLEX and
Skyway, cannot b. .$ertained due lo tne.bsen@ of v.rifirbl. d.t5/inlom.tion
6 baais in th. @nputition of5uch shara.

1 20 By w6y ol qonder, re maini.in our pcition thal the ln@nwl€d debls be
tealed as liabilily, instead of equ y.

PNCC s iiabilltv at rhls point would run ounler lo the CoDo6lons posilion on
sa d appel End ender mool lhe resoLulion thercof

Management intumed that il is st ll adopiing ,, lolo lhe fve arsumerns previously
p€sented lo COA in its leter dated January 20, 2016 as justirietion on its pcsnl

ln irs Resoluton dared Apil 12, 2011 in the ee of FBnd@ w TRB. rhe SC
dieded the TRB with the assisrsn€ of the Cofrmission on Audit lo pcparc .nd
linarize the implemeniing tules and egurarons (rRR) €rarive ro the detem n.lion
or nei in@me minabb by PNCC to lhe NG aM io ploed wilh lhe same wilh

On March 22,2012,lheTRB issuad an llnenm gudelrnoforth6 €mit16n@ by the
JV Compa.ies to lhe Nalional Teasury ol ihe net ir6me lhat 6 suppo*d to be
remitt€d by th€ JVC5 iDm rhe ewnue of the NLEX. SLEX and Sky@y in
ac@rdane w h lne F6nc.is6 es
Paraqraph 2 of th6 sid gu deline povid6 rhal, "As subsequenw agr@d upon
b\/ the PNCC ahct TRB as an ktein ananse@nt, ten pet enl (1ab ol al
ffio@ts lhat aE sopp@d la ba otuilta.i by tha JV cadpanies shatl be sel aslde
by the JV @n9any lot @nitan@ to PNCC Ihe ninety pet @nt (90%) shall be
Enillecl to lhe fRB for the Naliahat Tr.atury ihaodiatetv "

22

2 1 Th. SC rn E-esto A Fanci@ vs Tatt Restlatoty Boad (rRB), PNCC el at
(G R Nos 166910, 169917, 173630 and 1a3599, October 19 2010) and m the
e* .n gabgic attiance Devetopnent coaaraton vs. Radslo.k seu,1€s
L nredeaar(GR.No 173153,Oember4 2009), ruled and declarcd lha w h
lhe expi€rion ol PNcc s r.enchise, the loll assers and iacihies of PNcc re€
aulomali€lly luhed over, by oper€iion of 14, io the NG al no cost and
@nsequenrly, this Esllred m rhe bneis @ning rhe rolltes and the nel in@me
denv€d an€r May 1, 2007, fom lhe lolL.ss€ts and faclilias, including PNCC'5
pe@nlage sha€ in lhe iolllees @lleded by the joinl ventue @mpanies curently
opeEtinq ihe tollways, including NLEXa.d Sk,@y. Mo@ver, i. GR No.178156,
the Sc held that PNcc s tollfees a€ publicflnds

The Audit Team found lhe aboerenlioned provbion nonsmpliant wlth the
sc's Re$lution The SC diccr€d the TRB ro p.6pa€ rhe tRR lo. the
delem naion of th6 net in@me Eminable lo the NG. tnsiead th6 TRB, n
.gce enl wllh lhe PNCC, issu€d an intedm glideline which seNed as the
"authority" or bssis of lhe JV companbs to etain 10 per ent of the mon es that
should be Emdtea lo the NG.nd EmiIlha sre ro PNcc

9o



lo dal€, lh€ rnal hpleme ing Rules and Requlalions on the dst€rfiinalion ollhe
net in@ne remiltabb io ihe NG ls nor yei issu€d by ihe IRB

ln @mdiane with the inteim gudeline, theJVCompanies haw been rmitinq
b PNCC ns 10 per elt @enue shaE. Remitlanes by lhe JV Companies to
PNCC pedaining to revenue shae lor CYs 201s.nd 2020 ae 4 tdlM

c 1€ a!,leirc Msnil. Torhrays

M.d. Norlrr To ways Corp.rarion
(MNTC)
South Lu-n Td *ays Corco6lion

Revi4 o, ihe @lleclions oi PNCC'S evenue sha€ f6m the Jv Companes
shMd lhal lhe @re.hess oi the subjel amounl €nnot be asenained
Although, the mithnces ot MNTC and SLTC rere slpponed wnh $en own
schedule sh@ng the @mpulalon on h@ the 10 per ent rwenue shaG was
adved al lhe same @nnol be vedied shelhq the grcss @enue wh6h is th€
basis of iho @mpuHion ls euGte, based on lhe @rec1 revenue earned by the
two @np.ni6s n th6 opeErion ot rhe rollways on rhe orhs hand, Emitlan@s ol
CMMTC @G nor supponed wilh any scheduld@mpulalion on h@ it amved al
the 10 pe. @nt revenue shse ol PNcc.

The a@Gcysnd @redne$ ol PNCC'3 cvenue shae @nnol be validaled by
the Aldit Team dle lo lack of ddm€nrs/€por'G as basis lor rhe @mputation oi
sa d 10 Pe. enl @enue share

Notunh{.nding our sland on lhe validity of lhe inle m guidellne issued by the
TRB, @ still believe lhal the 10 per @ln Even(e sha€ ot PNCC be*d on such
gudeline should be orectly e@d€d in th€ book a3 ths afect the fan
pesenlalion ol lhe financial stelerents of PNcc we wer€ nor able to saiisfy
our*tu6 il lhe ahounts €@ded a! R€wnua lhaE fom JV Compani6 ae lrue

210 h CY 2019 audit. lhe Audit Team Bised the sm. obseNation and elted the
3lt€niion of Managerern thtu audit obsetoslion Memo€ndlm No 2G01 1 (2019)
d8led July 27, 2020. ll was @mmended a.d M3nagehenr6g@d to @ntinue
hs efods lo nake GpF*ntation whh the JV Cmpanies to obtain petinent
dodmenls used a the bsis tor lhe @mputation of I 0 per @nt elenue shaE
and €lidsto th€ Eme and lumish lhe audil Te.m wnh ih€ said documenls
including the results oi validation.

Valirjalion ot the stal(s ol mplement tion of r€@mrendatiorc ol lhe CY 2019
ald obsdarions disdo*d rhar MNIC 5nd sLIc haw nor yer fu/nished PNcc
w h p€d nenl d@menls suppodinq the @putaiion of the 10 per ent rev.nue
share rhil6 CMMTC prcvided onty a sch€dut€ ol tott €venues to. Cy 2019
boken d@n monlhly with @rBpeding @mpuletion of PNCC'S shae.
A@di.gly, M.nageme wiltsend anotherfott@-up bnertothe JV Companiqs
io obtain peninenl doom.li.
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212 We Biterated our pEvlour yoals rocommd.don that Management mke
peBisLnt 060113 by coordin.tjng wid! TRB to obt in penitrent ddumonts
lhat .ould b. !*d as ba.i. for th. cmputriion ol lo p.r cent evenuo
share of PNCC, v.lldat rh. 3.m and tuml3h lhe Audit T.3m wilh the said
documenB includind lh. r*ulta of v.lid.ton.

213 Managerenl inromed thal it has already *nl lefleE aldated June 21,2021to
rhe Jv companies opeEring rhe sLEx, NLEX and skylvsy. rorowng up lts
requesl b.lhe beakdoM 6nd/or Mponents ol PNCC'S 10 per c€nt Bvenue
sh.€ for yeaB 2019 and 2020. Managemenl ffmitted lo provide lhe neded
infomalion es sn as its requeg 15 g6ded by the Jv companies

By way ol ejoinder, @ @uld like to emphasize that one lhe partineot
dooments petu ning ro rhe evenue share are funished by rhe JV Companies,
PNCC will also make its oM velidanon on the a@6cy of th6 sams and fln sh
ihe Audit Team s the resulls .f velidstion

v.rianes b.t-e.n th. balan@ per b@t3 and confmed balancG of P113,270
nillion; non+revEion of .llow.nce br imp.ime lo6sea of Pl4.31O millionj and
negdive b.hn.es or P1O.a22 mllllo., 6nde. the v.lidlty and Bllabllity of ln€
Roc.ivabl..cco{nt.ggesatins P'l28,1ll)2 million doubhrl,

31 P.€q€phs 4 and 12 oilhe Conepilal FramM* io. FinancialRepod ng slates

ll faanchl inlffialbn is to be uetul, n n6t be rebvant ahd faithlully
@p@nt whal n puAons b Epesst. The uetuke$ af fihahdat
infamaton is ehha@d it t is @pareble, vetifrabb, liney and

32 On January 7 2021, the Audit T€am sent @nimauo. tetteB to 10 debtors ol
PNCC and ih@ of ils slbsidiaries, wilh e@ivebles .ggGqatinq P 1 51 966 million
or 42 63 per enl ol lhe P356.508 million total ece vabl*, nei of a lowane, as ot
O66mbs 3l , 2020. Confmelion was frade to as@dain rhe accuracy, eistene,
@mpreieness and relhbility of lhe @rded eeivables Od or ihe 10 @nfmation
bneB *rt, only sevefl debtoE eplied wnh btal @nfirmed amounts ol P156 465
milion, includingtho* or tha rhe. subidiaies

xxx Ta be a penedy laihtul epe*nladon, a depiction would hava kree
cha/acte.sljcs- tl wfub be @nqlele, reulhl and lEe lrcn emt.

confmadon of v.nous rccounts 6c.iv.bl. di6clo6ed .n un6on.ll.d
dif.Ence of Pll3.r0 mllllon-



Results of @nfi/malion disclosad . di$Epsncy ol P 113 270 million, details as

God.nPramidenevebpnfrl&M.ipoN

ck M8rrc Mania rol*€yc.rp (cMWc)
M.iilaNonhronstEcoD{MMc)
s.urh L!:oi ror ayGaodon GLrc)
N'r on.r Lrbq Rerd'oi3 commEsion (NLRo)
Phitppn6ehsphal.

aeb,nq sio ron$D.6lo0tunr rnc ( sDD

34 ln CY2019 re also @nlimed the b€lanes of the a@nls lnh $e four debtoE
sieled sbow nsmely: SOMCO MMC, SLTC and NLRC. Cmp6€d with CY
2019, lhe vaian@s in 2020 lignili€nlly decEa*d exepr tor MNTC a@unl The
p€sen@ or the* va,ianes bet en PNcc and the deblor cmp€n€s' b.rsnes
lndic.les thal @nciliEton w.s sull nor m.de

Val d€iion of ihe stalus ol impEmentalion ol 2019 audil rocmm€ndations lor the
*mE obsNalion disc[*ed thal Managemenl @mm led lo send another fo l@,
up email to lhe JV Companie. (CMMTC, MNTC, SLTC) to equesl ror moe
deLiled inlormalion ol lhe @unl transadions Funher, Managerent
@mme ed in fie Acrbn Plan and stn6 of lmplemenrarion for cY 2019 audir
reommendaiions lhal lhe @$n lor the €ien6s E. due to the timno
difie€n@, since PNcc rc@rded rhe E@ivable based on a@ruat and the same
w ll be adjusted 6fter @lledion

Htuevet @dlic€tion by the Audit Team ol the a@nts of ihe JV Compan€s in
subs€quent year drsclosed that the amount of @lleclions by PNcc on the eany
pan of 2021 was nol equ.r 10 the a.@ed r@ivable as ol De@mbq 31 , 2020.
Hen@, the vadan@ Bnnot b6 atnbuiod 1o liminq difieren@.

3.7 Funher, Evi4 oI ponirent d@urerns relalive ro rhe €@unt of NLRC disdosed
rhar lhe vadane amoudinq to P3.877 million petuins ro b.nds noi rccoded eirher
rnthe books of PNcc or NLRC

The nored dG@pancy @sls doubt6 on the a@uEy exisr.nc6, comptelenes,
.nd Eliabilily o, the reoded Eeivabtes.



[on-prevlslon of dlowdn@ fo, inp.imert 10$6 for various ovordu€
ac@unls ior over fiv€ y..B .m(,ning to Pl/u82 million and .6ount3 of
3epa6ted employ63 anounting ho P2a,r 5e.

3 9 o.BgEph 5 5 3 of Ph,ppme Emanoal Reponrng Standard (PLRS) 9 sraresrh6r

\xx, al each Eponkg.lale,lh€ ehw shatl naasua lhe toss allowance lor
the frnarcial ksttunaht el a, en@nt awat lo the lirenae expeded @dit
bses il lhe *dt nsk on that nnancjal ksbmnt has kd.asad tsnifrcandy

310 Review ol lhe Aqi.g/Sch6dul€ of lh. vsnous l*ivable a@u sof PNCC as ol
De@mber 31, 2020 sh@ed th.t b.q @rdue 36unts r@m vaious deho6
r€@d€d under oths Rei€bles amoudi.g ro P14 232 nirrioi e€ nor povided
w h 3l@ene lor impaimenl o. expected cedit lGs despite being oulstaiding
lor moe lhen live yea6, to wit

Ca€g d€ [^3sa & zabatterc Lsw

Tor ways Mahas€menr com

Bllled @nrad reevable d rel6n
Advan@ paymenr birrng
oepc I for od of po.{el oxp€nsBs
Royany r..s 139393
AdvaG payme^t of okibe b ling 30 000
Blabonl3620 Glphon€ 403 077
Registration of sv-4al
TEv€r insu.ar/FErcrr V * r.6 42199
Expanded w lhhording t xs6x€ss 291,3€9
par di.m or d Ecrorc di$r Md 

'n 
audd

6941
spa@ renlsl/a@mmodar on
Poconaladdenl
Grob6 bin n9 129,234

311 Although mosl of lhe deblor@mpanEs stated 6b@.rc dill exlsting and
ope€lional, th6tr amunl8 ree domanl for moe lhan nve yee6 .lEadv Hene
ihe prcbabilily of 6lled6. is Bmot€

312 Mocwer, asof D*mber 31, 2020, fi@ €mployes who @e epa616d l@m
*toe h.va an oulslanding Fyables to PNCC in the agqEgate amount of
P2a 169 €peentnq unpaid Medie.d riling, letephone bils and tax @t eciibtes.
PNCC failed 10 @llect or d€ducl th6e a@uits fM the payment ol last 3atary o,
the *par.t.d employ*, thecby, €ndeinq the coll.ctability thereol imp6babt6

3.13 PeserninO the ab@+51ated E@i€Hes at go$ emoud withoul the p@is6n ror
inpaime lo$ or €xpecled cEdit loss is not in .@.!an@ wnh PFRS I
Funhemo€ lhis will csuh in oveElaterent ot reeivabe a@unt and
undeGt3temnt of impaimenl los e@unt



The Aglnq/Schedul. ot Other Rec€ivabl6 - Tade R€ceivabLs fton l€.6a..
and OfrceB .nd Employ.e. showd negalive bal.n@s amoundng lo m,810
million and P12,098, e3p.ctively.

3 14 Revi of Agmq/Sch€duleof Olh.rR€@iv.bles-TEdeRe@i€blesllml6ss6s
shored lhat a@unts ol three lomer lse6 €lled negalive balanes amounting
roP0 810 m llion asofDe@mber31,2020 as roll@5'

315 Mo@ver, 3@unts of 13 aciiv€ €mployees have negative bd.ncs agg€galng
P12,093 €@rded under Olh Re@ivables Offi@6 end Ehployees eounl as
oi Deembe. 31 , 2020

3.16 The presen@ ol negaliv6 belan@s €sts doubls on lhe eu€cy ol lh. l€oded

3 I / W. olt r.ted wlth modi66tjon our racommendsiionE that ilrnagementl

.) Andyz€ and r.concib tne v.riance and r6gdive bal.nc6 .nd povlde
all@.nco ior lmp.lrm.nt l6s ior lono outst ndinE 64iv.bl.6;

b) Send demand Ltte6 to d.blo6 *ftich ar. .dll .,isring .nd oltsBtion.ll

c) Efi.ct the n@e$.ry adiu.tllg lourn.l entrie. ln th. books, if w.6nted,
60 thet r.li.bl. infomdon B pe*nted ln lhe nran.lal 3tat n nt -

123 E1 Enlerqises Lmt6d Co
Ley Cmstudon & Developmenl Corp

Lol rcntaL at Fc,Ar el€dnc b

Lqt q)l4.rl t!6r99t ch,rs6s

IManagement lMhentod thal lhe B@ncilialion is nil onlong and that the
provBion lor ailowane lor inpaiment loss and .dlusling ent.i6s ae ta.geted to
be effecled in the 4lh quatlet d 2021. Mo@ver, lhe Realty lvanagom€nt
oepadment 3nd Les.l D€panmenr will check which obligoE a€ due ro be s6nt

The accuBcy, etistene .nd Bllabllity of Fmp.rty .nd Equipmnt (PE) a.counrg
whh carylno amounr of P46.005 mitlion a3 ot December 31, 2020 ts doubtn,t due

Non.ubml$lon of @mplera and cliable Repo.t on Phy3let Count of Preporty,
Pla and Equipmnt (RPCPPEI a abs6n6 of E@nclli.tion epolt on th.
b.l.nc. per physical cdnt and brLnce per b@k,

g5



Paagraphs 2 12 and 2 13 ol the Con€ptusl F€merclk tor Fin.ncia Reponing

xxx. fo be ctetu4 fhaicial hlomaioa nust tut @ly be Elevanl, il nusr aiso
repe*kl laithtuly the ohehoneha I puaods to r€ua@nt x

A faikhrl Bpftsanlal:an s@ks lo ndinize Oe @dedykg chaQcletislics af
@nphlere$, hentality and lrca<bm roD em4 (Emphsis suppriod)

Funhe., Secrions rV end V (4) ot COA Cilcurar No. 3G124 dared January 13, 1930

Plij,lndl hvdtory of fixd .s.E .hCl be Nd. at l@t @e a yqt
* of O@b., 31 k a@tda@ wnh the guidefnes enurrclatad heEin

lhventoty 6pons ot .egionalhdnch ofr@' sha be subnifled lo the head
ol the agqay not talet thah Jqnuary 20 for consolidati@ and the
con@lidated inv@loty dlall be iu},nitt r, lo F au<liat aot lact than
Jaruaty 31 ol @ch yer, xxx.

Att invent'.ty t oods shall be pepated @ the pBdiben lm (Gen. Fom
No. 41-A) and @tuned @@cl by tha @mikee in chape the@f, noEd by
tae Au.iitor and appbved by the head ofthe ag@cy tho repotls sha be
prcpqty @ncitel with *@nliDg an l idvqtory .@KLs. (Enphasjs

Aud of proporry .nd €quipment a@unts disdosed lhat the RPCPPE submined
by the GeneEl Setoi6 D€padmdt (GSD) a. ol Decmber 31,2020 is
rnomplete End ln€liable due to the following:

Th. RPCPPE submitted petuins nsinry to onie tumIuE and finles,
cmmunicalion equipm6nt, .ircon svstem, and tooB and oth insttumsni
Other PE were nol subjected lo physi€linv{tory @u.t Thus .o RPCPPE
submitted on the following PE a@unts:

accumutated

907 123,522465\ 11,365442



Consltuclionpla equiprMl

15926 345 (r5414,63r)

2)549937 129 495157)

canr-.e^ tumilure and I'nur€s

(9.s03 936

84, 4,S50 t193.0'o.9r9t 116.343,371

lrems ol PE 4 shM in the RPCPPE @e o.ry risr€d chronologi€ly
a[ogelhe. a@ding to lhar popery nsmber .nd @re not eregodzed ba*d
on th.r Bpeclive a@nts and nalurc (e 9., tum ue and iinucs,
@mmuni@iion eqlipmenl air@n synem, and t@ls and eqlrpment)

rems of PE that a€ epod6d in me RCPPE hM no acquisiiion @n exepr
ior the PE items acquiEd in CY 2020 lnquiry with the @nemed cSD
peEonnol discloed lhal PE ilems which aE a.quired long line 5go @n no
ronger be.$ign€d wnh acquisition @st.

No E@rcllialion Ms made b.tween the b.lance Bponed per physel 6ur't
otGSD againslthebaEne p.rbdks, hon6, qnnot be a*.tained illhe€
@re mi*ing PE hems un@ered du.ing lhe @unl

4.4 ln a@dane with COA Circular No 80-124 .lated Janury 13, 19a0, physie
rnventory @uni must be @nducied in ell fxed *ets ol ihe ColpoElion and
rMncie the same wilh lhe e@ded balan@ in lhe books However no
Eoncilialion epod @ submihed by the Managemenl and the submined
RPCPPE @wed nol sll PE h€ms, bri only ofiie fumiture and iinur*,
ommunic€lion equipmenl ai6n syslm .nd tools and othe. instrume . Other
PE ilems wnh 3n agqregate @61 of P23a.335 nilion .nd errying amount ot P
45.3,u million, as shoM above, aE .ot i.cluded inlhe RPCPPE

Moreder, re obeoed lhat lhe RPCPPE was submioed only on June 2.2a21.
@ntrary 10 lhe pr€snbed date of submi$ion which is January 31 o, each y*r, as
prcvided under sectbn lv of coA ci@lar No a0-124 tnquiry wirh rhe @nemed
mffibeG of the lnwniory Commitlee disdo*d thet it G5 .ol abte to submit th€
RPCPPE on tlme due lo lhe COV|D,19 pandmic which timits their rcfting
schedules in lhe off@ hene, the delay in subhisslon

a.6 The RPCPPE 6tted@medwhich summnzsthe eluh ot rhe annuat phys @t
@unt ot lhe Corporelion's PE dqing lhe year. Th6 said epon wi hetp in
as@n ining exBten@ a^d Etuation of PE and ai tacit[ale th€ @nciliation ol
the inveftoned PE on hand vis+vis its b8le.@ p6r books



Semi€{end.ble prepeniB @llng Pl3.86a mllllon wfth c.rrylng enount ol
P0.585 nillion fofr pnt ol ine PE a@ount

4.3 Pa€g6ph 5.4 orCOA Circular No 2015-006 daied Dmmbd 29,2016 pDvides

faryib't ilC,,,. bdow the @pftallatba th@ho/d of P15,O0o shal be
,.@urred a sMldped.Dlo uopeny. fhe lollowkq pdidas sha be

The Audh Team was not 6ble to valdate lie endene @mpletenes and
@ndition of rhe @rded PE with €.rying mounr of P46.005 milrion due to the
ab*n@ ol cmplele e.d @lirbl. RPCPPE.nd €Mclliation oi the Esu[s ofthe
physi@l @unl with the a@untinq @rds

5.4 1 Semi expendabto ptupetywhich@E e@gnhed as PE shalt
be @da$fred lo the afreded apprc iale sniexpadable
intentory a@hts (it not yet isuect to ehdu&t), expeh*
ac@urts (,f ,sued wnhin the ye ), ot aMulatecl
sutdu!(defrcryEEined eankss a@Mb ff i$@d k pnot

49 hquiry wnh th€ @nemed persnrel fom the Cortrcllership Depedmed
discloed that the epitalizarion policy provid€d in rh€ PNCC'5 Contrclle6hip
Manual daled April 6, 193a wes being adopled/follMd in rh€ rc@gnhion of PE in
the books The PNCC'S Cmlrolle6hip Manual povided a list ol @p aliable
4sets logelher with thetr @trespondino @nomc riie and slvage value.
HMver, lheE is no clear4ul policy on the ninimum 6nou ror @p(alization
thr6hold oxepl tor mall lools and equipmenl and €parc ol epil.l .ss.te which
exp icit y slated, as lollM

5.4.2 fh* langibla ilans shall ba edlgnnad as axpanses upon
rbsue t lre end-usr

7 faois and nau equip@l che,geabkr lo expen@ ot p@ject @sts es

7 1 fho@ @slkg la$ lhan PaAO.Oo BgaKlless of ils duability
7 2 De laols @stkg P5@ 0o ahd abave but dtnbilv lasls

3 faols and fra equipMt cosbhg Ptuo 00 a.d above whbh nmally
lasls a year sh611 be @Sitalized.

Repai6 of capibl dsse6 sra/ De dassifr..l as .ia1at minor ot hajot

Mnotcpai6 - are be w|rch @sr res rh., P50,000



Maj epa6 - arc t6se @st at leasl P5o,0@ at 15 p'r @ht ot lhe
acqis n n 6t ot lhe eqiprcnl wNcha@t is highet.

All hafu rcpais sh.l be capilalized wbile all nkot Bpai,s shal be dpe@d

410 A@dinqlolhe @nem€d p6Mnnelrrcm thB Cotolle6hip Depaltment, PNCC
@pitalized lh6 .cquned PE f it falb within lhe lisl ol a@lniing cla$iflc€tion of
€pitalsssels in the ContrclleBhip M.nueland if ils seNiB lil€ is fro€ lhan one
yar A@.dingly. ih€ CodolleBhip Depanmeni is €pitalizng PE based on ils
useful life and s.quisition @st on the basis of sou.d ludoerenl

411 Enmi..tion ol the lapsinq schedules of PE di$bsed lhat *re61 lems E€
@pil.Lized wiih individual values ot b.rM P15,000. ln cY 2020, out ol ih€
P496,966 nevly-@pitali4d PE .total o1P113233 haveindividual vau6s bd@
the P15,000 @pilalialion lhcsholll which is @ri6ry lo coA circular No.2016-
006 dsled Deember 29. 2016 a ioll@e:

o

4 t2 Purs@nt to coa circular No 2016-006 dated Deemb€r 29 2016, PE ilems
@sting bdow lhe P15 000 €pitalizalion ihEshold shsll b€ lMrdod as smts
expandable pop.ny undq lhe inw ory€6u upon acquisition and chaQed
ro expene upon k&ane to ihe €n+user

413 Momver, verific.tion of lapltnq shedules on PE acqured in pnor ye56 sho*d
lhat numeDus ilems weE @pilalized d*pite individual@srs or below lhe P15.000
rhEshold iolalling P13.750 milbn ufth errying amunl ol P432,669, es rorr@s:

Aeorul.r.d
uicIidcGI d.p6ciari.n

Ofi@ €lurp ium luB & fnu€s
B@ks and rlbEy mar* ars

Canleen tu/^itu6 and fnurs

M.dr€ & d€nla €qu'pme^r



!q9utrr

13,750,109

414 Althoughthe erryinq amounl of@pilaliz€d emi+xpendable assets amou edto
P482,669 or 3 5 per @d ol ils .cquLsdion @sl sine siqnili@n1 podion w6s . rcady
fuly depreciated, mainlannq nurebus items i. iho lspsing schedue @stinq
bele P15,000 slili €qui€s lime and efion in monibnng ihus ihe n@d to prop€dy
classiry and adiusl the a@uniins l@ds

415 The l€@gnitbn ol sem€xp€ndsble ems as PE in lhe b@ks 6![ed in
oveGraremenl ol PE a@unl by P0 5a6 mill o undeBlalemern of expenses by
P 103,431 and oveBtalerenl ol Retained Eamings a@unr by P482,669

416 Toilusr€tetheP15,000rhr*holdshelbeappliedonanindivrdualassetorper
em &sis E.ch ite within the bulk .cqlisit on such 4 lib€ry books, @mpuler

penphe€ls and smalr ilems of equipment, shallmet rhe epitaizalon ihreshold
lo be recognzed as Popedy, Plart and Equipmenl. liorever, f lhe items with
indiv dlal values oi bdw lhe P15 000 lh.eshoh wnich wolk logeiher in the iom
of a goup of nelwo* asset aho* total value exeeds the !he$old, ll shal be
E@g.ized 3s p.rt of lh€ p6p€dy and equipnent such as @mpuler nehrork,
PABX sFlem. sereEoe syslem, elc.

417 We @comhended that Man.oem.ntl

a) ln.rtucttfte Gso to.ubmit. @nplet RPCPPEwhh acquisition cctp.r
unitorPE..d Econclle PE b.lancB pe.courtand por book; and

b) lGlruct th. Controll.Bhip Departr6nt to @l.6siry the semiclpendable
prcperdos to lt3 rDproprbte .ccount and ob6etue the hinimum
capitalizari@ rhEhold ol Pls,000 ln Bcognlrlng/rcording tlngibre
assers puBuamto coA clrcul.r No,2016.006 datod oesmber29,2016.

414 M.n.geme.t lnfom€d lhal it has inslrucled the GSo to @mmen@ lhe
evalualion/p€paEtDn ol the RPoPPE of the land imprcvements utility veh des
wilh acqu silion @st pe. unil of PE it m 3nd to l€oncile PE balanes per @unt
and per books Llk4i*, it insltuded Gso to subrnit the RPCPPE on J.nuary 31
of each year puGuent to section lv of coA cirular No 80,124.

4.19 More@er, Managene.t @mmented that it aleady ins1ructed the Co rotteGhip
Depahment lo stad lmfredi.rely the pt@$ of eclassifying the *mi-expendabte
propolu€s to . app@piate 3@nt and obstue lhe ep(alizaton thEshold of
P15,000 in l@Odrincr'e@ding tangible assets puBuanl to COA Circutar No

doniror M.naqemonts full @mDliance wnh $e420 rhe Audil Team wiit



5 Fourb.n (1a) s.pice vehiclE cGting PiO.O82 million, ffth aggBgato e.rying
.mount of P54,15a arc still Bcoded in tho b@ks d6pite $e corporaton'. lack of
contrcl .nd in.bil'ty !o povid. prcof of own.Bhip clsling doubt on lhe legal
own.Bhip.nd .ri.i.nc. of rh. v.hlcl6 and .ccur.cy ol th. balan.e of (^ility

5 1 The llnemaljonal A@u ino Slandad (lAS) d.lines a$el 6 lollds

Ale, IAS 16 defnes Prop€dy, plsnt and equipmenl as

Fu her se.rion 53 0l PEide ialDecrco No 1rt45 statesthat

A etu@ @ttolle.l by lh. qW as a est ol Past evenls and r@n
wllich tuluE @@ic be.efils aB axpeded b naw b ke ty.

Tanghte itehs that ae h.ld bt B. h the p@ducnon at ppty or g@.ls ot
seotes, ,br Erla/ lo olhe6, or br a.hninistnltue purposa, a.d aE
axpedecl ta be used duks NE than ane penan

The exahkalion and eudil ol a*ls $all be pen@ed wilh a iew lo
asenai.ing thet exblehe, owae6hip vatuanoh aN @@nb@@s as wetl
as tha prcpne1 of nems dfitposjng lhe Especrve asel 6@41s,
detemkinq theit ageetunt wnh E@als; p@ing the e@uGcy ot such
@rds; asceranrn g ir lh6 assers @E u Eed @onically, efficlen(ry 6nd
efre.ively; ancl evalualing the adeqlacy ol @altuls ouet l,he 6c@@ls

Examinaton of Ulilily Vehicles a@unl dis.losed thal out ol33 recorded eNice
v€hicl€s of the CorpoEion, 11 ol whict @lnq P7.346 millon and having a total
€rryng amount of P48 523, wE neilher @ntoll6d nor h6ld by the coQo6tion
wlthin ils pEmiss br opedional o. administ€tive use esling doubt on ihe
a@racy ol the b6l.n@ of ihe a@unt .s foll@s:

152.517

The abov+enumereled s€ e vohicls reG induded in the lapsino schedule oi
the conlrcllership oepanmenl bd ils exBlene @nnol be vedied upon inspe.rion
by rhe Ald Tean as *ir whicles esnoi be tound ln rhe coQo6lion s p€mises
Moeryer the GeneGl Seto @s Depadmenl (GSD) ennol provlde the Cenificales
or Registralion as poor of Metship ol the eid vehicles.



lnquiry w h the @nemed per$nnelol GSD and Conlo laBhip Depanmenl snd
venticsiion ol pedinenr d@ments on rhe sid seM@ vehicles discos6d th.t

The sv-417 l{zu Gmini €nnol be localed * sid v€hicle Ms usd n Dlsc
operation in lliqan Cily. Conseqlslly,lhe DISC operalron in ligsn Cnywss
stopped in 201 1 and the sid vehicle was not etumed to PNcc.

The SV 484 MiBubishi L30O and SV-5s4 Toyoh lnnda a€ stll @rded in
the b@k6 despit€ hwinq been sld lhru public bidding and were aleady paid
by lhe unning biddeB p* PNCC Orroal Reeid Nc. 711354 and 711392
daled July 12,2016 and Ju|y25.2015, espedively, nthe agq.egate amount
ot P365 645 Adrd,ngry, th€ @ndes €rorned r lhe bools sne neesary
do@nents lo be u*d $ basB for dopping fbn the b@ks wee nol furnished
tolhe co ollerchip Depenmenl.

The sv 573 Toyora Fonuner, is ln rhe custody of fomer cha man of lhe B@d
of OiecloB of PNCC, and ennot be le@ecd by Managemenl.

N n. $rui@ v.hicle. which ree assigned io Toll R€gulaiory B@d (TRB)
bcked neessry transf€r d@ments, such as lnvoeR@pl for PEpedry
0RP) 5s b.sis lor de@onito. fofr the books bv the conlrollership

Mo@ver. thee a€ thee unseM@eble chicles thet ee €nied in lhe books .ad
in PNcc's dstody but ce iretes of Registalion are trk4ise not in the cusr.dy

A@.ding10 PAS 1, an a$et @n be e@gniEd if it is 6itoled and/or hed by
lhe entity for ope€ton.l or adminiltralive puQoes. h lhe €se oi PNCC, the
aforemenlioned seNl@ vohicl€s 6B n€iiher @ntrclled nor held by the Corporation
,or ils operaion oradnini$Eliv. u*, thus, @!ld not quality as as*ts.

On the olher hand, re noted that tou o, the meriioned *toie vehicles hsv6
rcmaining €rryinq amounl aoqreqEtinq P54,150 desp[e rhe lapse of their usetut
ives As a es![ lhe ulilily vehides a@ud is oveElaled by the same amount
3nd ther€foe nol pBented at ils ltue value.

Fuhher, we ob*Md eigniienl w€kness of intemal @ntrol systeo ln the
opeclion mainlenane and disp@alo, sre vehiclB o,lhe Corporalion Thee
w.s no @qular e@nciliarion of rMrds of the codDlreBhip Depanmenr and the
phFi€l inventory ot s6N @ vehicles by rhe GSD Lastry, it app€.rs lhar the€ was
no c@dinabon betw@n the contollership oepanmed .nd GsD every rime
dispoel of setoie vehi:le5 B @nducled. TheE Ee no persist€nt and @nsistent
effons to @c(e pe.linent tr.nsier documerG to eventualty dop th€ dispGed
vehicles lrom lhe bookr despite lap* of 6host fve yoaB.
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5.9 Had Bgul.r e@nci[dion b.6n @nducted betwen lhe e@rds of lhe
ConlrclleEhip Oepatunent a.d phFi@l in@nlory of GSD ihe discEpancies @uld
hde ben dis@eEd Edier and esdwd immedhtely Lik*ie, had ihee been
@odinated etrons betu€en the* tao De9anrerns in ohaining/*@,ing rEnsier
do(mentB, *id v€hicl€s @uld have bes long dopp.d rDm ih€ books

5.10 Wo B@mm6nd.d lhat f..asmnt

b) Locab oa carti6crt6 ol R€giatrtbn ol tna ocorded aarira vehiclor:

al conduct venfc.ton frm rhe Toll Roqul.tory 8o.rd on tn. orisbn@ ol
tho a$lgned vehrcbs and di.crE. elo rhc ilan.gsn.nt ofrhat ofice to
jolndy B$lv. th. l$E on the hck of d@umnlr ior th. r.mf.r of
v.hiclG by excudng lnvolce.Reeipt for Prep.ny (nP) .nd eve.lu.lv
drep th. subj.ct vohl.L. frDm PNCC,5 b@}3;

c) Obtain documonB per nentto lhe dispcted @ryice vehiclB I b8is fo.
drepping tom tt. book .nd mak€ the n.6!.ry .djBtng joumal

dl lnldate .ctlon lo ftover tho l. he shlcL under i)t. cu.tody of th.
fom6r ch.i,nEn of rh. Bo.rd of oiFcbB, lf mcaeery, iNtitur. logal

.) R.du@ the enyinE .nount ofthe Emdning four 6.tuic. v.hicl.6 to
Pl for a@ountablllty purpcsB .rd to pFent f.l.ly th. Elu. of udllty
v€hicl* ...o!nt whil6 not yd drep!.d tom the book!; and

0 Roconclb rogularly tte b.hnce ols.tuic. v.hicl.. in th. b@t! witt th.
phy.kal lnv.ntor, Eportrnd h. iupponing ddun.nti

511 ounnq lh€ Exit Con€ene, ManaSmenl infomed ihat the Matemls
lv€n.gmonl Oivision n* dEdy galhecd ihe supponing d@merts on mGt ol
the vehicles menlion€d in the Audit Obsryation M€moEndum and only four a€
uneunred. Mo@r, rhsy ackrcqr€dqed m6 inad€quate c@rdination betwef
lhe depa.henls bul au6d thal th6E * tEnstur doomete ch as deed of
lEnsf€r, h()wer, it was ml lumished to lhe @nemed depadment

lh..ccoBcy and oll.bilit oftl.lnventorie3 aEdntwitn an.gqbgat @t of
P6J6l mllllon e. of O.c6nb.r 31, 2020 b doubttut du. tol

UnB@ncll€d v.rirnc€ anou.ring to Pil86,2l7 b.tw*n rhe rucord.d balance per
book and b.hn@ p.r Repon on PhFlql Coont of lnvertori.s (RPCI).

6.1 PaEo€phs 2.12 end 213 ofune CreptudFramerclk for Finsnci.t R€poning



xrx To be u@htl, tnanchl inlomaliah Ml nol only be Elevant, n nust als
rapr.*hl failhlw the ph.nMa I putpods to Epeenl x\x

A laittltl bp@sentaliq @ks lo ndinDa tha undafuing chaadenstus ol
@npleteoes, neutnw and ln dor, tod .fri (Emphas s supplied)

Olher Marenals and Supp eelnlenro 32.7503

lnv loties shal be neasfi.d al lh.Iotu of @.1and ner MlDabI. vrhE-

Further, Pa€g€ph 33 of the eme Standad D@ides that

lnqurry with lhe @nemed personnel ol the conlrclleGhip oepannent and slpply
oficer oI rhe Gene6r setoils Depeitment (GsD) rcveared thet due io workr@ds
and l&k or peennel, lheE was no minlenane of supply ledger @ds in the
ConlEllership Oepsnment ..d slock erds in the GSD H6ne, il would b€ very
di,licull to G@ncile the noted vanane belween the balane per @unt vi$a-vis the
balane per b@ks in lhe aben@ ol siock €rds and supply edger €rds.

Audit ot qow.nment a$as shall be p€dom€d with a vi ol asenaini.g rrs
valuation and ensunng its aqdmenl wilh elsting re@ds Audh ol inlentory
a@unl disclGed lhat lhe balane pe. b@k3 and th€ balane per physi@l @unl
as sh@n in the RPCI submitted on January 14, 2021 har a va,ian@ oi P286 217

Ivedi€, Denl?l. and LaboEtory Supp es
Fuel O a^d Lubn€nts lnwdory
consrtudo^ I\tutenars rnveriory

21)361

246,211

H.d lh€s h o @d. ben mainlained and rcgular e@nclliation had been mde
beh|Bn the .@unting rc@ds and invenlory twds, lhe @us or lhe noled
vadan@ of P236,217 wuld hM b€6n asily delamined

lnventoner mre lrclncbniy provided wilh .llowfic. for iFpanme lG3 due to
ob$lesnce, Guning In lh. ovs6tli.ment of l.vontory account by P'1,007

6 5 PaEgEph 9 of lntemarionar A@ning Standsrd (1AS) 2 on a@ountinq for

A rew asesmert is rnade of nel eatzabh value k each subeou9nt

As of O€ember 31, 2020, the lnventory s@unr hs a balane ol P6 759 milion
wlh @rcsponding all@enc. to. impaimenl lo$ ot P2 993 mittion, thus leaving a
nel e.lizabl€ val(e ot P3 //6 million W€ noted th.t rhe b.lane of arltu:ne r.r



lmpa menr losamounri.g ro P2.993 million hs be€n non-mw ng sine cY 2018
or lor lwo yeaE akedy @nlrary lo PaEgEph 33 ot IAS 2 which EquiEs thai
asse$mffl of net ealizable value be made in each sub6equenl pedod based on
the mosr €liable available evide.e

Review oi pednent do@ments penaininq ro rhe inwnrones of rhe co.poGrion
shMd rhar out of rhe P5 769 million @oded invedones P5 359 milllon or 79
per ent was aiFady c€legodzed as 'ior di.pos.l', h@ever only P2 993 million or
44 per @d slr.wan@ tor impaiment loss Ms p@ided. The i.adequate povision
ol. lowE.e lor impanmenl los is caried in lhe books in sprle ol lhe n*/adlusled
nei €al zable value th3t frEybe obtained bas€d on lhe iat value of the nvenbnes
i6fr the lalesl eitable app€isat repods lom two independent apprai*6

68 Out of th€ P5 35s million invenlo.ies classilied es lor disposl, P4 353 mil ion was
laken as sample lo verlly iG nel @l@ble val(e using lhe lalesl eilable app€isl
€pon daed Nwember 11 2019, as tollos:

4prrlilir E9[o4

commn s@pri6s and hatu€,MMD
commo. suppriG .nd had*a€nrsc

. . e!g,$l)

5 1 1 We recohmended that Manaoement:

As shMn in the tgble .bow, the @rd€d inventori€s w(h a nel €alizab e value
of P2 i74 millon (c6iinq P4 353 million) should hare ben wnllen d@n runhor
to ils n4 Balizable value of P1.167 million baed on lhe latesl app€iel repod
The non€djFhenr and non-6s6smenr oI additionar imp3imed or the
invenlo,ies Esuhed to lhe olerstatemenl of the inventodes a@unt and
corcsponding undaGratemenl oflhe impaime loss a@ount by P1.007 mrlldi

610 The pGclie ot non€ssmBt ol Bt ediable value rn wery reponino p.iod is
not in a@dane with las2 in meslnnginve odes.

a) ln.lrlct ih. GSD, llilD.nd Conrrcll.Bhlp to Econcib th6 v6ria&e ot
th. lnv.nlorle5 lccou.tj

bl Requi6 lhe Colrcll.6hip .nd GSo to n.id.in supply lodg€r eds and
sto.r c.rda, Epecllvelyi lo monltor clG.ly the purch8B and
i$uan@3 of lnventori.s .nd to Lcilit t @oncili.Uon ofvananc6.

c, Prcpae.dlustlry ontry to tt@d the.dditional .lloMnce 60r inp.im.nt
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d) Conduct asBsment ol net roariabL valle of inv.ntorlos .vory
eponing pedo<l to accuBLly me.suB lho value of inventoriE.

ruanaqerenl @mmonled lha lhe Conrroll.Ehip Depanmmr will clGely
c@rdinab wnh the GSD 6nd MMD lo @nole rh6 vananG otinwnlo,ies by 4th
quaner oi 2021 Funher, PNCC will freintain supply ledger balan€s n ex@l

613 Mo@ver, ManEgem€nt inbm€i lhal assment of n€l @aliable vaue oi
invenloies wil be @nsidered b.sed on lhe l*nt epp€isl repod r@m MMD and
adlusring enrry will be effected rn the books in 2021

514 The Audit Tem wili montor Manageme 's trpliane with the

Ih€ f. rtul Ep@ent iion of the balame of CBlomer OepGit .6ount amounring
lo P125.5rr9 mllllon could not ba a6t blish.d du. to @ntinuou6 @ognition of
.rpt€d 6ec(rily depGiB from les6 whn no bgal @sE totallng P2,357 nirlion
.nd bid d.p@ib d@dy d@ br mognldon a incom amountlnO to P2&,019,
contrsry io the Con@piual F6ilr6rcrk ior GeneEl PuQoso Fln.ncl.l R.porting
(GPFR) by Public Setor Entiti6.

7.1 The Coneptual F€mM for GPFR by Public S€ctor Enfiias lssued by the
lnlemalonal A@u ing Standads Boad n Janlary 2013 includes, smong
others, the toll@ing qualitative chaEcietuti6 ot userul infomation inctlded in the
generalpu@o* finanoal statemeds in ord6r to suppoir the achi4erent ol the
objedives otfi nanciar eponing:

'3.1-12 The obpclives of naancial Eponkg aE lo ptuvide inbmadon uelut
lot a@ntabilily and decisian-hakkg purp.ses The qualitative
chaadensd6 af klomalion included in lhe GPFRS of public ector entities
6e releva@ h fin bpes@talian, unde6lahdability, lirelinesr,
ca fi p a ft b iny, a nd v a ifr a bil w

310 To be ued ia fhanciai epodihg, infotuatjon nu.t be taithtut
epesnlalioh ol the eonofric a.d olher phenffina that n pupods to
epeenl Faithtul G$esehtaliah is ellained wheh the depiction or ke
phqNena 6 ffiolete neutal. and fretuod m,]tu l.@, x\ "

As or O@nber 31, 2020, the Customer oeposit a@unt showed a batan@ or
P125.549 m Llion which penains to €tundable/etumabte scurity depostts trom
vadous lese6 of PNCC and bid d.posits r@m winnlnq bdde6 in th6 pubic
b dd n0 of PNcc a asels lor dispo*t

Our audil disdosed thet ecur y deposits .mounrinq to P125 067 mittion were
@le.ted lom €nous les*es oI PNCC'S €.1 pEpeni4 as pan or fter
conlG.tual obligalions lor C.landar YeaB 2017 2019. Thet Gspective tea*



'Ihe sedy depdi]i shau answet tot any unpai.l u ines ofha LESSEE and
any pbpeiy danage that nay be dinveed by the LEssoR @ the
penis6 and, it no ud1 lhbility or danqe shall exisll, lhe etuiy deposit
shatt ba retunded la ke LESSEE wnh@t kte@l afrer skty (64) days fbn
the temination/erqatian of lhe L.ase aqement."

7.4 As slipulaled in lhe lea* @nlr*ls lhe su.ity deposit should be efunded by the
ese. (PNCC) lo the le$&s withoul nte€st after sny (50) dsys rrom the
leminalion/expiElion oi lhe lee prcvided lhal the les*es do nol incur any
unpa d ulilities and propeny d.mage on the le.sd premisB where sucn *curiy
depo.it @n be applied by PNCC.

R6vie of th€ l6ase @ntE 1s entercd into by and betwen PNCC and vadous
lesses €vea ed thet to daie, only lwo lesso agiemenls 5ro enning and in efiecl.
These lea* @nl6cls periai. to the po on ol Fm.ncisl Center A€a pop€rry in
Pasay Cily and Po€c quary site in Pampanga wilh Pacific Condete Poducts lnc
.nd Tok€.wa Global Co.po.alion Especlively. Seudly depcits ior the eid
l*e @ntacts amouflted to P100 256 mi lion Ontheoth€rh.nd lh€e.toflhe
lease @ntEcl3 were al@dy exprcd sin@ May 31 , 201 3

AnalysBof thea@unl and data p@id€d by the Really Manag.ment Depa.imern
€oadinq sunty depos(s of ihe ess@s sshown beow:

Expired Leas6 ontEcrs with no leqal poeedinqs
Expired re6se @niracis unde. leqal prceedings

Security D.po6it

22122.042
100,256,433

As sh@n in lhelable above, out ol ihe total ecuily deposits P24179 ilion ot
19 63 per €n1@me fDm le$es with er€ied lease @niracts H(Mver, of the
said amount P22 122 milion was dedwd f@m l6es whce lease @nlEc{s
expied but with or-goino @* in @ud lnquiry with lhe Man.ger oi the Realty
Management Depanmar disclo*d lhal *cu y depos s tom lesses with eaal
poedings @€ not rotunded pendinq the out@me o,lhe €* rt w3s fudrher
dsclosed thal sudty depGits irom lesses wnh no eqa ese amounling 10
P2.357 million Ms not €tum€d sine ih6@ @s no demand lrcm lhe @n@rned

Funher @ noted lhal bid dep.sit of Golden conslruclion amounling 10 P452,700
foms pan of lha bid depc[s fo6 the sale ol uneNi@abl€/dbposb]e as*1s bd
the sahe €nnor be @unled due to lack ol supponing d@uments. The€ was
no t@nection releen@ povided in the ledge. of eld a@unt .nd the bidding
documents ot G.lden Consttuclion was not lound in PNCC s files

Moreover, bd dep@ils fom biddeE/p@pec1@ buye6 of
unsNi@ab!€/di$poeble asets amounting lo P24O 019 re6 slill @qnized as
liab lilies insted ol in@me despile the iact lhat the pulpoe of ths6 deposits had
a eady been 3@mdished and the biddeB (buye6) hgd .tEady st edIuly paid
lhe bid amounl olthe di5p6ed asets.

121,735,924



7.10 Our aldt Evealed lhat the main rea$n lor the non-adluslmenl in the mding ot
se(iiy deposits and bid deposits under the Clslomer Deposil a@unl Gs ihe
lack or p€dodic monioing on the pan of lhe ControlleEhip Depadme sten
wnnnq bddeB s6(l€d rhelr a@ount with PNcc or when rhe leae @nl6c1s
expi€d The Realty Mamgem.nt oep.nhenl d$ Liled to monilor th6 6.dit ons
on lhe rerund ol 56udy deposils when lea* @ni6cts expLred which include
deteminatbn ol any ensiing liabilily of tho les$e to PNCC and infoming the
6n@med l6sse 10 lile a claim within a gi@n dead ne shou d lhee be no liabilily
to apply such *cuniy deposts

The @ntnuNs @gniton ol the* s@dy deposits f6m lessees wnh €xpned
leas @ntEcl3 with no legal €se and bid depGits aleady due lor rc@gniion as
inome esl doubts on ihe .eliabilrty, validity and railhlul €pesentalion of lhe
balance ol the cuslo@ Deposn a@unt The* depos s should h.ve b@n
re,unded lo lhe le$es/bdde6 long time ago; and/or @qnized .s
misenaneous in6me or PNcc Ihis resuned to oveBteierenl of liabiiil es and
undeBtatemern 6f incme .dunrs

712 W.@it dt d our Bcommend.lioBth.t .n.geme :

a) Delemin.lte prcpri.ly of th. Bco.ded sority depGlts and if iound in
ord.r, l.iom ttlo iomer le$e3 to cl.ih thei. scu.iv depGils within a
r.a.onable p..iod ol tm., aft.r which it no reply i6 r€ceive<|, the same
6hall b. forfsitod in f.vor of PNCC:

b) Rocla$lt to mi*.ll.neo6 incone or .ny .pprepri.t a@ount tte
ln.ppli.d.nd unchlm.<l loos od3tandlno bld dop@lll;

c) D6ument and ..cent ior rh. bid d.p6it of Gold.n Const uclion and
efhcttn. nE6sary .dlGlrhent l. rh. boolc, lf w.rr.ntedt and

7.15 Managenenl mmmented ludher $at evatuelion and documentaton ot sdrny
deposits oi olher les$€s aE srill beina undenaken and on@ omptered ir wilt be
lotuarded to th€ ControlE6hip oepe m$t to. adjushenl in rhe books
Henefodh, lhe contrclieEhip oepadment shall @ndud penod c monitorinq oJ th€
cedihon, nat!. of expied tes @lll6ct5 in @odinalion with the Rea[y

d) Henceiorth, conduct p.riodic mnltoiing of the conditionr3tatB of
6rpiGd La3e conE ct Eladve to lhe 6tund of.ecurlty d€poEits .nd
s.ttr.tunt ol -inning biddeF of rh6ir ac@{nrs Blated to the di3pc.d
a$.t3 applylng th. bid d.p@ib .q.in$t th.ir p.yments.

713 lu.naq€ment @mmented lhat it ls pe*nlly n lhe pr@ss of r6@.cling the
schedule ol outstanding bid dep@its and thal the Controlle6hip oepadment shatt
be clo*ly @ordinatino with the MMD to. ihe eady Esolution and adjuslment in
PNCC'S beks regerding the mafle. by4hquaner ot 2021

7 14 Managerenl infomed that with Ggsrd to the su.ity deposil of le$e6 with
e&rrcd lea* dtdcts, the adjushent in the books amountins to Pr 641 mition
penaining to live fomer le5se6 who* do@me alions h3ve aLrcady been
comprered, will be efaecled rn 2021
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716 The Aldit Team Bil
@mm6ndauo.s

monilor Management's full @mpliance wilh the

B OTHER OBSERVATIONS

3 r Seciron 2ofPD No 1445 p@desthat

'tt is the dedaed palicy or tha State lhal att esou@s ol the govetu@nt
shat be @naged dpgnda.l or utifiz.d in a@dene with law and
resulelians, and efeq@tded agakst tass ot w1rlage lhbugh ilegat ar
itupbp.r disposi4on, wilh a ew lo ensokg effrci.ncy, @onomy ahd
etrectivenes i, 6he opearo,s ot govanrent fhe EsF@sibil y to take caB
thal sudt pali.! is laiktuly adh.od to rasls .tiacly wjlh ke chief or head af
lhe govemn t agercy @hcehed "

Re6ds showEd lhal PNcc @ned a p@pedy kndn es FcA o@ted along
Ma€pa@l Boul4Erd, Pssy cily, wilh an a@ o1129543 square m6t.6 or
1 2 954 he<1a€s Peviously, ponions o, lhe eid popeny rec based io va.ious
lesseslhru shon-lem le.s agr@m€d!

on lvt5y 31, 2014 iho* l€se aoeemeds e4icd and ih6 PNcc,s Boad of
Onedo6 (BOO)decided nol to enefd the sad Lea* ag@ments ln vew of the
panned ddelopmenl of the p@pedy

On Octob 3, 2019 PNCC enreed inro a 6ntEd tor rh€ rong,tem tease and
dewlopmant o, lhe 3-heclarc pod6n of the popedy wih Pacific concrele
Prcduc1s,lnc, thtu a ompetilive or Swiss challenqe proeeding, levi.g the I9
hectae po.rion oI the FCA popedy vaent shich ihe BOO eventually approved
for l6as6 and development. Ponions ot the I I h6ctar6s .e und* titigation wilh
ejeclment es6 nled by PNCC .gainsl sofre rom€r les*s who continuousty
@pied ihe prcmis* d6pite erpi€lion ollhar l4se @nlracts

lhe 9,9.lDcta6 portion ot Pxcc! Fln.nchl c.nr.r aBr lFcA) preperty t6ar.d in
Pasy Clty w8 ldl. an.Uor unutill4d to h. maxlmum pot€nt.r ror tt@ yea6,
d€priving PNCC ol opportlniry inc@e or about P'l.siri, bllllon annuatty contr.ry to
S.ction 2 of Pcide.U.l Dee IPO) l{o. 14,15.

n vifl of tha planned lease snd developmenr of the g.ghecta.e pon6d ot th6
FCA p@peny, the BOD pa$ed Bo.d R€slution BD 6G2019 dated Jlty 1O 20 19,
approvins lhe Iems ol Relere.@ (TOR) ror th€ biddinq ot the ponion or the
subjec{ poFdy and auihodzing the Pesident and CEO or PNCC to *cue
deaBne/app@dfom the Off@ of the Pesident (OP)oilhe Phitrppmes

I6 ln @mpliane wilh the afoBmenlioned Board R€sotulon, the Pesident snd CEO
wrcle a leiter lo lhe oP on J(ly 13,2019, ntomiig the pan oi PNcc to bid out
lhe lease and declopment ot the g.g,helaE poalon or the FCA prcpedy snd
submil the TOR tor the sid public bddinq, ior inlomation, @mm€nr and
apprcpda6.clion.

On F6bruary26.2020, the President and CEOotPNCCwrob another eterlothe
OP, rnqutng on the dats ol lhen rcgu..t for commern m the subject TOR e
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that PNCC @n move foMrd rn developing and Lmp6ving ihe FCA propedy
Subsequ€nt y, PNCC was furnished *dh a retler or lhe D€puiy Execuiive Seretary
lor Gene€l Adminisl.aiion or the oP dated March 6, 2020 addB@d to the
Secrelary ol the oepartmenr or Finane (oOF) elative to the teas6 and
derelopment or rhe subject FCA popedy. Sine then, PNCC did nol eeive any
update on lhe status ot the[ Equest ,o. the app@al ot the ToR on the other
hand Management did noi make amtherfoilosup on the status ofthetr rcquest

610

61r We @ommendod rh.t f,rD9.m6nt

We re6gnized the rn ial plan and efiorc of $e BOD and Managmed to bid ou(
for long-tem lease and developmenl of the Ig-h.cta.e podon ol the FCA
prop.ily HN6ver, peEistenl and @llect ve etrollG to obbin n€6sry apprcvals
fom $e OP should hae been eEned, @nsidenng $al is alEady thre yea.s
sin@ the erpialion ol th6 pEviou. lease on May 31 201a, teving the subj€cr
pnme p@pehy vaenl,,idle and p€nly used by illeg8lo@upants Th!s, dephving
PNCC ol polsrial in@me/elenue fta @uE ha@ been generated our of this

Considenng $e tim6 thal ihe pEpeny has been idle/va€nl PNCC Ms arB.dy
been depnved o, opponunity in@me ot about P1 543 billon .nnually on the 9I,
heclaE podion baed on lhe fair vaLue ot lhe enial of the popeny as d scloed in
the app€isl repod det6d Sepiember 25, 2019.

The @rlinuous ideness and no.-utlizslDn lor prcduciiv€ and @nom c use ol
the subjecl popeny oi PNCC rs not in @n.onan@ with the policy ol the
gorernment pEvided under seclion 2 ol Po No. 14.45, which states ihat all
€sou@s or the qmmmeni should be managed and utilized rn a@rdan6 wilh
law and safeguarded a@iasr loss though imp@per disposition wth a v4 or
ensudng eniciency, e@nomyand effBctiwflGs or g@emment opeElions.

a) ti.ke epEsontailon ,ith ttre Dep.rtnent of Fin.nce {DOF) Egading th6
lett . of (ne Deputy Er.cutive Srcr.trry lor General AdminEtEtion of Oe
OP d.t d Mlrch a, 2020, r.iering PNCC'3 €qo6st for coBment and
appoval on n3 pran to bid olt th€ r.$e .nd deveropmont ol the rubjar
prep.ny an.l lhc @r6.ponding ToR, ior ooF! comment and
@ommend.tion; and

b) lmmediately prcced ein tho bidding activitie once .pprcval thoreol i3

312 Maiageme ommented that they wtt@ntinue to mrdinate whh PMO, an ofli@
under the ooF and ts €p@nrative in lhe meelings of th6 PNcc B@d or
DlEcloF PNCC has b€en in @mmunication wlth PMO, though itsEp€entative,
@neming the lease and dwebpment ol the said prcperty. Thouqh irs
epe*ntatve, PMO h3s ben made aME of the rott@-up mad. by OP (rhough
OP le(er daled March 5. 2020) Ega.ding the requesl ior OOF s @mmenr and

mondo. Manaserenr's 66diane wnh lhe313 The Audil Te.m wln
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Th. p.mit appli.d ror and obtah*l lry Totag€w. Glob.r coeontion {IGC} ln th.
3and quadling oper.tioB was not ln a6orden@ *(n Soction 8 of the Le8.
Conta.t ereuted by .nd betw@. PNCC and IGC and ttem b, Section 8 of rh.
DEIiR Er.p.rtn.nt Ord.r 210.21 dat d Jun.2a,2010.

91 Sedron 3 oi lhe suqed Le4e Co 6ctp@desIhat

s2 Funher under llem b, Sedion I of the OENR Depanment Order 21G21 dated
June 23, 2010, il s the loel qo@mment unit that "ipp@w ,pplrcations iol sra//
scale nining, sand and s@vet, quarry, guano, genstone gakatins and sretunous
pemns aod fo. kdusttul sand a\d sdvet pemils @l e\@edins five t5) h.ctaes

PERMI7S & UCEI{SES- Go€nrent ticen*s ahd pamts to ioctude
anonq otl€B, Depannant of Envi@nent & Natuhl Renuftes (DENR)
ctaa@@ as wdl as pamils & ticen@s Eguied by lhe Locat covehnqt
Unts (LGU) in the opeat@ o, I6C busi,e$ sha// be lre so/€
Bpffik ihj/ ot the hnet and cMptieh@ wi(n att the F,llilifp,ne taws,
otdjnan@s and Bgdanan.

The lollowing Fcnits and ficanvs shall ba @cued pdot to the stan of any

i, lo.lustlal S.nd .nd Cdvel PMit (ISAG PenA adhotizing the
coo<lrct ol the quarryidg oq.laliw in the Pemk Area ,tuh 0,e

lo8 .n.l C@*iffie Bu@u (NGB) ol rho D.padmqt of
EovircnMt and Ndlut l R@u@ (DENR).

i. Eni@h tal cohptan@ cenilrcate (Ecc) ta dtd..t and dispose ot
send dhvel and othor unBn@lidatad nalenab fafr the Pemn Area
f@n lhe OENR Ehtiondentat Mahagen@nt Bueau (EMB).

ii Govedofs pamll, natofs pent and oket deeancs afrq p6ym t
ot raxes and ,bss, t@n the L@al Go!ennent Uni concened.

RMds sh@ed t&t PNcc enleed into a co 6cl ol Leas€ w h TGC on .lanuato
30 2Ol9 @cnng lh€ l@ee oI its e.l prcped] wi. an aGa o. I t6.59' sq-rr;
neters, o€ted.t BaErgayManibauq, Pasq PoEc. Pampanga The tem otlhe
lea* was efieclive for . pe.iod of five yea6, @mmencing on September 1 , 2019
unlilAuAUst 31 2024, unless olheNis6 t€minded a an eadier trme by PNCC ib.
Easonabre @use. The p!Qo* ol rhe teae was ror TGc ro utitize rhe subject
p@peny for its sand quarry opedions As siipulaied in the @lnrac1, TGC shal be
obliqed io pay PNCC the entatamounrirq to P0.678 per monrh, n.tusive of VAT.

The Audil Team @nducted the auditoriat and teg.t r6vi ot the subjecl Conlr&t
of Lease and the same was foMrded to the COA- Te.hniet Setoi.os Onice
(TSO)fortechnie revi on Octobe.21,2019. On Fobruary 26 2020, the Audil
Team r@ived lhe Technsl Evaluation Repon dated Febtuary 10, 2o2o iroh
COA TSO @n@minq the esults of the initial 16chni@ evie ot the subiect

The coa-Iso petsonner noted ihat TGc applied lor pem{ ior qoarry operar ois
fo.lhe aea oI29,648 square heteE or2 965 hecrarcs onty based on the tndudnrt
Sand and Gra@lPemt issued by the toet gryemment unit of porac pampanqa,
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when in lacl lhe leasld pBmises has an area oI 1 16,591 squ.@ meterc or 1 1 .659
heclacs. lf lhe area applied ror qlafty opedions exceds tive hectaG or 5O,O0o
square met66, rhe DENR is lhe g@emment edny rhat shall issue the pemit

The pemds eppli€d by TGc prlorto its quarryino op€Elions should ha@ ben
se@red iom OENRand not lrom the LGU @n sidenng th at th€ teased pemi*s
sublecr ior sand qua.ry is moe than ,ive hectaEs.

Moreover IGC did not @mply w h Seclion a oI lhe subiecl L€* ContEd which
equi€s that pemit prior to quary opeations should be seored lrom MGB of the
DENR

ln CY 201 9 Annual Audd Repo (AAR), an audit obseryation on the Lease
Contrad wnh rGC was in.luded Management dantied thd n.i attaeas o, the
eased popeny maybe subjecl lo quarry opeElions and the aner on quarry
pemit app i€tion s 5 busine$ decBion ihat is wthin rhe peroq3rive of TGc

TGC is bound lo @mply wth govemment laws, tulesand regul.tions s.ting aside
busness percgative ss ludmed by Manageme.i Reative thereio ihe Audn
Team noted dunngheocularinspecrionof rhesubje.i prcpedy@nduc16d on Jury
16 2019. thatthe€@s jusla smallarea, utich is less rhan a heda€, reetoed
as slag ng aEa of heavy equrpmed and temporsry off€ ol lhe lessee The resl
of the leased araa ae available lor end quar/ying operations

9.13 We maintain our stand that the pemh applied ,or by TGC is not n ac@dane w rh
secllon 3 oI lhe L4se contr&t and hem b, sedion 3 ol the DENR Depanment
Ord$ 210-21 da€d June 23, 2010 TGC should hae *@rcd the cquicd pemits
Iom DENR-MGB and not lom L@l cwemme l.Jnt ol Po€c P.mpanga
The* requ&monis @ pemits and li-i*s mB likewise stated n th€ iirst
pa@qraph oi paqe 4 of the occc contad R*s No s46 dared Deember 14.
2013 onsideinQ that the quany aEa B moe than 1 t heclaGs

9.10 Thus, from our slandpomt, the p€n appl'ed tor and obiained by TGC s not in
a@rdane with Sedion 3 ol the LBse ContEci and ltem b. Section 3 ol the
DENR D.p.nme.t Orde. 210,21 daed June 23, 2010. TGC should haw ssGd
the requiBd p6miG tom DENR-MGB and not from LGU of PoEc, Pampanqa.

911 we eitented vith modlfic.ton our reconm.nd.lton ttat Management
inion TGC or i6 non{ompllan@ wtth rhe p6vi.ion ol the L6* Contr.ct
.nd DENR Oep.rhent Order No,210,21 on p.mit.pplicdion and rcqu8t
for Immedlate @n cliv. .ctioB.

912 Managefrent @mrented that nol all aeas oi the teased prop€ny may be subject
ol a quarry ope@rion ll opined that whether lhe who!6 propeny or ponion ot a
propeny may be subleci of a qua y pemit is a busness d€cision lhal s within the
pEroqalive ol lcc IGc i5 within its percgative to detemine the b.st action to
tske lo make it. opeEtion su@sstut



l0 Communicalion exp.ns BlmburE.d by memb.E of Oo Board of Di@toE of
PNCC.munting to P185,070 aE co6ldeEd utr@$nable pu6u..t to Socton
10.21b) of GCG i/t€moundun Circular No, 20'16.{,'l dared iilay 10, 2016, and rho
samo exp€ns.s anouding to P2l14,128 w.F Nt supportod tn complete
d@uments a3 BqulEd !nd.r socuon 4 ol Prodd€niiar DocGe 1445 .nd section
6.2 of coA circular No.20l2.lx,l dar.d June ia,2012.

Ihe @ty the th.t Dh*tqs obtai, a GinbtBan otofoxp.B$ 6, b.:

(b) Linitd t ecur,/.nd Ngt6bt tareEn ion dpe/@ td alle.ring
@nnas, er.en*sliy aftcialtavel: cwfrunkattons op.n#: and neak
duhng busi,6 nedkes: and

(c) P@uided that f.a anar rhdr my tB @nbued shatt Mt b. hgnet th.n the
Mthty RAIA ol an Un.Bseodery lEaphcls pptied)

1 0.2 Aldit of lhe eimbuEemenls for onthly trgnsportstbnft€velling, ommunicalion
and m.als/epresmlalion e,pen*s ol the membe6 o, lhe B@rd or Diecto6
(BOD) which re€ incured in the di$harqe ol then tunclions and n ailendan@ to
Boad, Commiltee.nd olher busine$ meiings. dis.los€d iha eimbursme|ls
lor @mnuncalion €xp€nse incurcd by swe m€mbeE ot the BOO re€
consideed un€a$mble. as ldkrc

101 Section 102ofGCG Memorandum Cr@tar No 2016-01 dated M.y tO 2016

A RB mbuerenl3 ot @llphone load expens* (pepaid o. posrpaid) or rhe rour
(4) membeG ol lne BOD ranging lrcm P3,550to P 9,724 in w€rdmodhs ol
2O2O as sh@n below:

23,051
22,54e

A-or

3,7

\nctuM lar p@atudd drt bd .d@

3 3,660

103 For CY 2020, rhe @mmuni€ton expenses incufted by membets ot the BOO
amou ed lo P368,806 ompnsmo ol @llphon€ load expen*s oI P230,335 and
intemet expens ot P88,471 . As shM in lhe table abde ihe monthiy cla ms ior
ellphone load used for Emmufisrlon weE unea$nabty hEh. The* ctaims
@e exclBive ol inleder 6xpen.6 stich they daimed ep.rs1€ty We round
the* monrhly chims lor ommu.ic€tion unBa$mbte @nsidedigthstthe natuE
of rcft ollhe nenbeB oithe BoD is nolon a daity basis tha equieslequent

6 221
10,?!q

5.500 'i,3Jg
2 350
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ln Elalion lheelo, re have galheed inlomalion thal lhe county's lwo major
iele@mmunicalion neMon( p@ileB. Globe Te ecom and Smari Communicaion,
5@ boih ofiennq postpaid pe.s amounli.g to P1 500 per mmih which includes
uniim ted all neiwo* ells and tens induding @tts to tendtme and up io 20 gigabr,le
(GB) or mobL€ intemei daa which en be used for @llJvideo €lls usins rhe

10.5 Had PNCC av.iled or the said pan trcm bolh ot the major lele@mmunicarion
netvyoft p@lde6 ol lhe @u ry and pDvided lhe sam€ lo lhe rembeB ol the
BOO, it @uld have incured ont P3 000 p€r monih tor e&h member

107 Considenng lhe ab@ p€mises, the easeable amoud ol ommunic€tion
expen*s ior @llphone load lhat may be eimbuEed by membec ol the BoD
should not exceed P3,000 per monlh, exepl on exraordlnary cicumstan@s

104 \ h116 it is1tu6thatthe membeBollheGwming B@d aE dMd io Eimbu6e
t6nsportaton/i6velling, m€ls and @mmunk:lion expensB oi up io P22 000
monthly (equNalent to monlhly RAIA of .n UndeesEl.ry) .nd no amou Ms
3peili@lly alleaied fo. eeh ol thee dpensE lhe GCG C cular explicitly
requi€s lhat such €imbuemed is limited to adusl and @soDble expens€.

10.6 On lhe olher haid, w noted lhat PNcc exeutives weE aso qranted
communicallon all@ane but al the rate of Pl,000 to P2,300 per monrh only

B ReimbuEemenls ol Dte.ror 2 lor p8vmenl ol tso poslpsid a@unls both with
Globe Tele@m amountnq lo P61,619 bwn:

cv No. ch.ck No. Birr l{o. Dab

109 We found the pEclie of daiming reifrbuGements for the payment oI maintaiding
two poslpaid a@unts tu lhe same neiwork povider unEssM.ble and
exe$iw. Had lhe Corporaion insr@d issued t*o postpaid pans rom the !!o
malor nstwo*s 10 lhe @nemed Diedor .mouriing io P1500 e@h f,rlich
include untfriled ells.nd rexis his @onunietpn expenses @utd hde ben
P3 000 per fronth only, whidl is dside€bly lMr by moEthan P5,0OOtrom his
mo.dhlyave€qeclaim of P8 797.



c. ReimbuEements io. @mmun€rion expens amounring ro P35,355 ot
Dtrecior 5 include the monrhly in8tallm€ @sr ol ine unit ot cellular phone in
lhe posrpaid p8n snou inqioP]3,300 Dotair$.16 sh@n heBunder

10 10 As shtun in th6 tabl6, ihe monlhly amonizaiion of th. @llular phonB amounling to
P1900 was ncluded in lhe honlhly billino and €imbued by PNcc Thrs s
@nt6ry to lhe pr@islo. ol lh€ ab@+mentioned GcG cncubr whr.h requiBs that
only acl@l and Esonable @mmunicalion elpense €n be rcimbuBed and this
€x.lud€s lh6 @t or ellular pho.e uds lhe .are .hall be surendeEd lo PNCC
.1 the end 6l rh6 dr6.]

1 0.1 1 ln additun the claims ol sen frmb.6 ol lne BOD lohlinq P244,123 for rhe
e mburemenl of lheir p6lpaid tills and inlemel expen*s reE nol supponed
with @nplele d@fretary Eqriem€nls ontr.ry to Setkr. 4 ol PD No. 1445
and s€clion 6.2 0l the coA circul.rNo 2012,001 deted Jun614.2012 Delails

l.Q9
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1013 Mo@ver. Se.lion 62 0f COA Circular No.2012-001 d.ted Juno 14 2012
prcvides the do@me ary Equiemenls lor chims ol telephone/@mmlnicarion
setoices, as loll@s:

10.12 ltem 6. seclion 4 of Po 1445 prcvid$ that

fdephonol Comunic.tioa S.Ni@

l0 17 we reconmend.d that lllan.gment and th. Bord of Dl6cto6:

Fundanentat phciptas Fi.ancial ltuNadions a.d opeat@s ol ahy
go@mht agency shall be qavtued by lhe tundan tal pnnciples s.t

6 Ctains 69akst govffi ttunds shatl be s@ponedwth conptate

10 14 As sh@n m the t5ble, *veEl claims for cmmuni€lion expen*s (ellphone l@d
and ntemet) Ee pl@ssd and reimbu8€d by PNCC d*pite submssion or
n@mplele documslary equ@ments. The @n@md oirecroG submil oR only,
without th6 @rcsponding SorJbilling to suppon then daims. Fudher, in some
ins1an6, some cl6ims @6 not suppoded with OR, a basic Equi€me.t in
dalmino €imbuEmenls lvhile in some inlianes. Ddnt-outs oi email nori* or
the b ll and email notie of payment @e attached to the daims.

r' Sblenqt ol A@nU Bill/ lnvaie/ Oficial Re@ipt ot na.hka vali.latad s,tataheht of a@unt
(fot poslaudil aclirities)

10 1 5 Ln th6 absen@ ol th*e rcquied d@msls lhe erpens6 and ch.e6s i.cured
by the @nBrred OiEcloB €nnot be vedied and eEmined whether th€y .e
val d, n@sary and @sonsbla Mo@wr, in th€ .bs6n@ ot the SolJbilling and
OR PNCC ennot E@unl lor the inpul VAT in the lansaclions H€n@ depdving
PNCC ol the nput VAT which en be used to ofi-set with oulput VAT csltiing to
le$er VAT Payabl€

10 16 While undd EO No.24 and GCG M€moEndum Cncubr No. 201&001, rhe onty
€qutemenr in chimlng eimbu,seftnts was submissn ol @iptB, coA equies
subfr *ion of other supponing d@menis puEuanl to PO i445and COA Cncubr
No.2012-001 daled Jun€ 14,2012 @nsidenng lhat Eimburebte exp€ase. ofthe
mmb.E ol the BOO a€ subi€d to auditng rules and Equlations. The submission
of the* do@neits in addilion to rc@pts ae ne6*ry to asenatn validny,
pmpriety and reason.blenBs oflhe exls*s clarmed

a) P@p.@/develop policylguld.llnB on th. pop.r EinbuBement of
communi.adon .rpe66 wnn $. .nd vle of.nsunng B8on.bt.n.s5,
.conohy.nd prcprl€v ol.xp.B6 eimb(Fe<li
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b) Consider UE i$uance of cellphone efth n ed poEtpaid plan ofieed by
najor telecommunic.don netsork3 enh lnllmh.d tert and c.lr i..tues

c) Discontinu€ the EimbuceNnr on lhe payNnt ot insrallrcnt cGt of th.
c.llular phon. in pos$aid phn, unl65 th. unit,ill be surendercd ro
PlilCC at$. end ofthe cont .ct

d) R.qulE tle conc.m.d hemb.6 of th. BOD to 6ubhit lhe l.cking
documenis such as ORs and SoAs/blllln$ on lh.lr clains for
comnunic.tion 6xp.Bes; and

e) h.truci lte Accounung and lEa3ury Dopa.honB to r.vitu thomughly
the 6upporting doclmenB orthe claims ror eimbu6ements and as.ertain
lhe Ea.onabl.rc.s ol cinbu6eh.nts on communication expenses

10 13 The Managefrent and memb€B of lh€ BOD noted COA s rmmmendaions. To
.ddcssrhe issu., rhe BOD p6*d B@d Reelution BD 12 2021dated June 23.
2021, all@inq memb€6 ol the BOD to avail rhe amolnl oi P5.000 as
@mmuni€iion erpenses on an inbnm basis, in vi4 ol lhe cur.6 snuatun aM
exqencies of the limes bouqht bylhe covllllg pandemc Due to the cov D-
19 pandemic which llmited their n@emen1 and phys €l a@ss 1o lhe offi@, lhe
membeE ot ihe BoD rclied on Mmunicalion te.hnology such as rhe use ol
ntemel, @llulEr phones +mails and +@nfeE.es lo @nduct busin6s.

Funhe., Manaqme and lhe BOO inlomed lhat they will no longer @nsidor
availing n{ lixed poslpaid plan ofered by major tele@mmunication neltvo*s
sine mosl menbers of rh6 Bo0 he an €xi51 ng poslpaid plan while olherc miqhr
nol cons der il due to lhe €quted lek-in percd of t$o ye.rs They exp ained lhat
sne lhe Nalional Eleclion is less than a year, the n* sdmnislrairon miqht
appo nt ne membeG ol lhe 8oD who my nol accept or @ntinle the postpaid
plan which will Esult lo en@laton/penalty erpen*s on lhe pad of PNCC With
regad io lhe eihblBme of lhe inslallment @sl of lhe ellular phone included
n rhe posrpaid p an, the @nemed member ol the BoD @hmitted ro discontinue
th6 cmbuMment theEof Lastly, Managme r omed that th6 @ncehed
members of the BoD ull exen efon b b@le and subm[ ihe lac{inq doomonts
on lhe r claims lor @mnuni@ion expenG and the A@untinq and Tre.sury
Depanments have been nsltucted to thooughly cv€wihe 3upponirg do@men1s
on lhe claims ior e mbue enl of @mmunietion expen$s before paymenls

l0 20 We maintain our positb. thal @mmuni@tion expens €ihbureed by memberc
or lhe BOD should be the scl@l and @as@ble expenses. With regard b non
onsid.Elion on the avarlmenl ol fxed postpaid plan otte€d by malor
lelecommunication netuo*s re noied the jlnificalions and explanalions given by
Managerenl and lhe BOD
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1l PNCC conlinuoBly incured expsmB lor slarie and bs€fis ol thB. prej.ct
employeB, Ental and oth.r incldenral @.rs toreling Pi.39l mllllon d.spito Oo
cesdion or ope..tioB and sedlco conlracls witn Philippine PhGphal, Fordllzer
corpodtior (Philpho.lin l6.b.l, Leyr., corl' ry to Secfon 2 or PEideErial 06@
No. (PD) No. 1445 and coBld.r.d unn.c*sary .xpendltlEs puBuant to S.ction
4.'l or cOA ciEul.r No. 2012.1,3 dated Octobor 29, 2012,

11.1 Seolion 2 of PD No. 1445, olheNie knwn as the Governmern Audit nq Code ol
lh. Philippines, p@ides lhat:

112 Moreove. Section 4.1 0l COA Cncuhr No 2012-03 dated October 29. 2012
denned Unn@ssal ExpendiluBs, a. rollM:

histhedql ed policy ofth. Stata thata B@rc6a,thcgownnilt.hal
b. tunaqett, oxp4d.d or dilired in .ccodance uih bs and rc*lari.ns, ald
s.r€u.rd.!€rr!r Ios d r*r.g€ ui@gh ttteqat bt rnptup* di.p.sit n.wirx
a vl.w to Ndng .ficlecy. @Nny en.! .lf.ctttsB tn $e opot.tbh. ot
sovom .nt nE Bprlsbility ta take that stEh palic! islalthlully adhered to Bsts
drectly wnh he chid u hed ol tlB @vemenl agercy @nerned (Enphasis

The r.,an Flahs tt) dp.tdtu6 snch Nrkl tltt pass the tas! ot ptudeE at the
dtlqen@ ol a g@d kthet af d Lnity, thaeby deMtng nan-Gspdsueness ta the
er,96rdis o, lne $-,e un@ssary e,pednl@ .E th@ t )t epptnve ot the
mptenentdt'nnafthea\ecnvesa 1hitu a[ the agency @]anve h he mture al
ls ope@nan fhk sould ako hcktd. htum.. ol upsdilut. Nt di.r.t .t by
lh. dMdt ol s@d gov.mn nt, .nd th$ lho ailny af whbh unnat be
a*nained at a s.€.itu Lre An dp.rdhtte ttEt t. not @sti ot th.r t,,ich
an b. di.pq.d w|lh yithott tos ot r,lmq. to ptop.^y E; con idqad
lnnec8sry- *x (Ehahas yppld)

11 3 Reords sh@Ed thai on Octobe, l, 2015, PNCC assumed the opeElions .nd
lunctons or DISC Codr&ro6 BulldeB and GeneElSeruies lnc. (DCBGS), g
slbsiiiary ol the CoDo6iion in viw or ihe apprcval ot abolition ot PNCC'S
slbsidia 6 by the Ofie ol lhe President per Memorandum dared August 7, 2014.
DCBGSI'S opeEiions and ell en$nq and lulue @ldcts w.€ a&oded and
@nlinued bylhe Coeoralion which include, supply ol manpMrsetoi@s ro the
Skway Ope€tions .nd Maint€naM CorDoEtion and seNle ror the
me ntenane and Ehabililatbn ol ledilper pEnt of Philphos in lsbel, Leyle The
Philphos is @nsideed one or the mejor die.,is or oCBGST which is engaged n
the han ur.clure, su pp y and disli bulion ol aO icullu 6l fe dilEer i. the @! ry and

114 On January 15,201a, lhe PNCC B@rd o' OiEctors (BOD) pas*d B@d
R€elurion (BR) 00t2013 cstving the fottNing mateB penaining tothe DSC
Operations in ls.b€|, Leyle being handled by PNCC, to wit:

RESOLVE .1S /r /S 
'EREBy 

RESOLVED, to @hfrt and att' the d6t5i@ at
i,tahaqe,aent to @as pbvtdiN *@6 tot the @habjlta an at the phjtphas
lenilizet pknt ih tsabel, Latta:

RESALVE FUR|HER, ta atthatue the ttatetiab W@qerent Dir*nlrask Fo@
Disprsat ta rn td.b n thet dBposnbn d PNCO apebtion ide nventones at
Phtphash tebet Lene;



RESOLVED F|NALLf, to aLthdDe lhe F\qsanret Depadnent b *hedub the
*Nalonienihatbh of tte hcLr 14) lqed enptoy*. in tt6 Ptltptw paiect n

11.5 The abd*iled deision to @a* prcviding eryies for lhe Ehabilitalio. of
Philphos ledilizer planl @ due lo lhe l.tlels non-paymenl oi @niGclual
oblgations lo PNcc amoudlng lo P12924 nillion as of oeember 31 2Ol7
These obliqations slillel@d ala balsne oi P12.790 million as ol Deehber 31,

r16 OnM3rch23,2017 Philph6 in,ormed PNCC thru its President,lhal ( already riled
a pet lion ,or voluniary Bh.bilit€ton in 6!n

113 These undlspG.d nvenbry nem. and equipfrent, togelher wilh the t@
seryi@bro r€nsponaion equipm.d (B@m tack and etoi- vehicle) aith a iolal
n6r book vaLue of P95,513, @e under the cuslody and satekeping ot lhe lhee
prcjed employees.

I 1 9 Fuhher, @ noted thal the last wilhdEwaupullnul of lhe dilp@€d equipmenl and
inleniodes byrhe winning bidder in lsab.l, Leyte w5s made on July 15 201s

11.7 n complian€ with th€ abwemenlioned B@d Reeluiion, th€ Mabn.b
iranaqement oiusion {MMoyrask Fore Disposl pro@d wnh lhe dBpoel, thtu
publc bidding o, the va.ious idle invedones and equlpmenl used in Philphos
proiecr Th@ public biddings w€e onducled from Nwemb 28,2018loM.y3,
2019 in lsb€|,layr6 and d6n in PNCC Main Onie in Bicutan. Pacnaque City
which esulted to subda ial dispoel ol lhe said idl. inv€ntoies 5nd eqliphe ,
geneding ploed8 ot P1.081 mi[ion Htuever, vanous invenlory ilems and
equipmeni (@nsisti.g or supplievmElemls, plates, lesting mehine and lruck
r6cro, w{h an aqgegare minimum bid pnce ol P0.513 million remained
undisp@ed due lo lack/aben@ or inteested Lidde6

1 1 .10 nqury aith rhe Had-MMo discr@d that the emaining undi.posed €quipreni
and invenlory items, toqether wnh $e tveo seN eable vehicle. will be lEBrered
fmm lsab€|, L.yt6 to PNCC Mai. Offi@ ir Bi@tan Pe€neque City, for drspos.l
and safekeepinq. A@rdinqt, requesr b fallirale the tEnsler Ms aleady
@mmunicaled lo the Head-Administr3tion Depanment, bll to dale, sudr lEnsler
Es iol yet ecled upon

11 11 Mo€ovar, wilh Egad to the insltuclion io l€minal€/sopar.le the rour poje.l
emproyees, only one was *paiaed lom seNi@. The rhe pojet emproyees
were slill employed with PNCC to dale, desphe lhe leminatio. oi supply or
mant€n.n€ 56M6 io Philpos in January 2018 Their only aclivity was
serBkepng orth€ Fmaininq undbpo*d equipme and invenlory items e@Ed



1 1 12 For C.Lendar Yea6 2019 8nd 2020 our audit ot lhe a@unt showed lhst PNCC
ak€ady incuned expenes aggegaling P1.391 million pertarning to sl5nes and
benefits ol lhe lh@ prcjecl employes, E6house enlal 3id olher inodenla
e^penes Beakd*n of the e:pens€5 are ss rollo6

.ExcldinqLfa@i4d6nalv.hichs

I1.16 W. Ecommend.d lhat anagemont:

a) lnstruct ihe HMd. Admini.tdtion D.Carhrent to immediatEty i.clttt t rh.
traBfer of rhe two sotuicorbre v.hicras and tne emaining undlspo3ld
equipm.nt and invontory i0an6 !o PNcc iiain office, ll immediate tnn.i.r
b 3lill not f.a.lbl. du. to Etictions brought by tte COVIO-1g pandehic,
allow only o@ poBonnol lo se e as c.r.i:lGr of the Emaining
equipoem and lnventory i1€m5forth. mEn timei aId

bl rnm.dist ry i.minate rhe remlning prcjecr .mproy.6 in Eabet, Leyt ,

1%527

1 1 .13 As sh@n in the lable, PNcc stll incuned expen*s nolwilhstanding lhe e*alion
of busness wilh Philphos in lsab€]. L6y1€ Considednq lh.t PNCC has @Esd
busmess operatons wi{h Philphos due to the temmation of its seNie @ntEct,
lhe aboHied elpa*s should nol have been incured. Had popd and
immediale implementalion of the Blad R6olulion No. 005-2013 ben
undedakm, $e* qpens @uld have been eided

1 1 14 Taking inL onsideElion lhe lapse ot time sine lhe lasl wihdkwaupull'oul by the
wnnrnq bdder of the dispo*d unseNi@ble eqlipmenland invenlorles on Jlly
15, 2019, lvsnag€m€nt @ld hde tacilital€d the tEnsfer o, the €maining
undispo*d items to PNCC Main Oft@ and lheeby avoidinq unne6sry
expen*s ol marnteininq th€m

11 15 B@use of l€vel Btictions impo*d due to covlo- 19 p.ndmic, rBnsf ofthe
Enaining undispo*d prcpe ies Ms again delayed rvanag€menr siill dd nor
lac.ilfi.to th. iEnsier ahen tEvel cslrict ons sas e*ed eiieclive Jlne 1. 2020

11.17Managemenl inlomed thal h aieady insltucled the Human Reeure 3nd
Adminisrr.rion DepanfrFt to fad it t6 rhe imm€d ar6 rEnster ot the seNi@abte
vehlcles and the €maining undispo*d equipmed and inventory lems fDm lebe1,
L6yr6 to PNCC Main Olti@ Lik*i*, the Mate ats Management oepanment was
diGcied to schedul€ the immediaie dBpost of the r9maining disposbte irems'lherc.frar lhe setoiG ol $6 nrb poject employees witt be lermin.t€d and onty
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one will be retained s €elaker unii such 1ifre th8t the emsinrng equipmed and
nveitory have been disposd.

1113The Audit T4m will monilor

The grrnt .nd liquid.tion of.ash .dv.n@s (Ctu) lo PNCC employe* m6 not
.d€qudoly controllodrmoniloed culting in drc a@umuldion ot unllquldat d
c$h .dv.nc.. eggrqatinq Pa8i,88i as ol O.cmber 3'1, 2020, @nirary to rh.
prevlslomofCOA Cllcul$ No.97{02 d.t d Febru.ry 10,19S7 r.d Sstion 89of
PEsldentLl D6@ (PD) No, 1415.

122 Moreover, Seclions 4 5nd 5 ol COA Circuhr No.97-002 daled Febtuary 10 1997
p6videtheguilelinesoniheg6nrin9, ulilizarion and lq!idation olCAs, as ror106

12 1 S€criona9ofPDNo 1445 p@ij6lhal

Linna ons on @sh adva"ce No cash adven@ shan be giten unless far a
hgally aulhoized specifrc pupasd A aih a.t@,@ $a be ,.po,Ld oi
...1 liqui.hbn as s@n as the purCd* fot whlch il w.. giv.n h8 b@
.w..1. No ..Mitional @sh a.lvan@ shall b. allow..l to ny ofrciat ot
anploye unla$th. ,@vio@ @h a.tua@ gtuon to hid is fnst sard.d
d a pbpd a@Mtns th.@t k N.te. (Enpkasis sLlpplied)

4 1 2 No a&ilbn.l @$ adtan@s shal be alMd tot any olficial ot
enploy@ unb$ lhe pEvious cash adva@ gilen la him is fi6t
setthd or a popat accounlkq thaeof js nade

4 1 3 A cash 6dva@ shal be eponecl 6 es e6 es lhe pup6e lot
which ilsas Si@n has be@ etued

4.1.6 Tdnslet of 6sh advaM fipn @e A@unlabh Olficet (AO) ta
anakq shall not be altowed

Msnaoefrsts lull @mplr.n@ wnh lh.

5 LIQUIDAfION OF CASH ADVANCES

51Ihe AO shall lhuidat his cash advarc€ s rolrore

s.1.2 Petty Op€raling Expenes and Fjetd Opebting Expenes wihk
t\rilty (20) days aiiar the end ot the yeaL s!|r'ect to ept.htsh@t
as heq@ndy I nessaty duins the vear

Failurc of llE Ao to liqujdate l s esh advane witllh the pbscibed
penod shall @hstune a vaM @use lot the withhotding ot his satary
and tE iBbuclion ot olher sandi@s as pbvi.ted to. under
paegaphs 9.2 and I 3 heEof



12.3 Audit oI the Oher Re@v5bl6s- Ou€ lrcm Ofr@6.nd Employees aMunl sh@ed
lhat eE enploy*s of the coa.Erion were g€nred cas .mounling to P0.531
million, o, which P481 ,3a1 ae 3lrcady due for liquidalion as ol oeefrber 31 , 2020
Details ol lheir CAs 3re as fo(o*

rA Alr r ash advees shrl b€ tuUy lqudata<l al the ild a{ eeh yea,

'tsNiniagbabMa|b@ErycA#ld'Mfumednfuofuh

124 Analysis of lh. @unt and Bi* ol pedinent documents Bt.ted to the CAs
g6nled to PNCC employes disclosed that:

TheCA gEnted lo Ehployee A amouniing io P136,000 on O@mber 7,2020
fo. lhe paymenl or ostmized jaclets tor employees as tok6n tor PNCC s
Annive6ary on Ndember 22, 2020 em fom the 6h advan@ ot the
A@untnq Msnage.. The Cash Adva.e Slip &ted D@mbe.7,2020. siqned
by him and app6@d bv the OIC Human Reeu@ and Admmisl€t on Sates
thairhe cA shallbe a@unred within thEe days, orhetu& rhe sre 6hal be
submiltod for slary deducton on the nen mlking day Said CA wss not
I quidared 3s or oembs 31, 2020. More@er ir w3s sEnred d$pite lhal he
has slill unliquidated CAamountingtoP6,66Slorthe purchs€ otvehicle spare

The unlhuidated CAs of Emptoyee H amou.ting to P2$,7A0@re pan ol his
regular cas for the purch*e ol food dunng aoad m€etings and payhent of
per di6ms ot rhe menb€6 of th€ B@.d ot oi€clors (BoD) The said cA
cpresnls the a@umulatgd unliqud.r.d balane sine D@mb6r 31. 2013
wh ch i5 alEady due lor liquidation @nside.ino lhal lhen puDoses hae tong
been seryod Due to lrequ6ncy ot Board and commihe n6oiinqs. mulripte cAs
re€ ganred b him and t4uilat6ns rec m.de simutraneousrv The Aldh
lear eeeiened ddEuhy n matcn'ng 6nd a@u-lrg re tqL;da,ons wrh



lh6 g€nts du€ lo abene ot Efeene number in lhe Expense Repoit, such
as the chek rclcher nufrber of the CA, when it wes qranled

125 We lbund the loegoing gEnls to and liquid.lions of CAs by PNCC €mdoyee nol
adequately monitorcd and @ rary to lhe peninenl p@isions ol COA Circular No
97-002 dated Febtuary 10, 1S07 b€eus ol the lol owng

123 We @ommended th.t Manao.n.nt:

Lik*ise, the CA gElted to Employee C in 2019 penains to purch.e or rood
dudng B@d melinOs and payment ol per diems ol the members or the BOO
whlch remained unlhuidated as ol O*mber 31 , 2020. We noled that, .nh.ush
a re6dy lquidal€d siill *vecl cAs ree qE.led 10 her despite haviig an

CAs g€nred to Empbye G per€ins ro paymed of,ilinq/appar les of vadous
pesdnqs.nd p€ ion.liled byrhe coDoErion in@un New cAMsq€nred
to hlm in 2020 d6pne th€ f.ct thst he h6 outsbnding cA granted on iilarch
31,201a in the amount ofP11.623

a.)New CAs rere gEnled despiie the non-*tlemenl or proper a@untnq or ihe

b ) CAs we@ nol B@ded on as $on as lhe pueoestorwhichlheyreeg€nled

c )CAs weE not rully liquidated attheend or eacn y€aror20 daF afrer end oflhe
year lor cA peda ning lo lield ope€t ng expens6,

d ) TEnsb. of CA fom one AO lo anolher was all@ed; and
e ) w hholdinq of sbn6 ol the Ao upon lsilue ro liqudate the cA with n the

pe$ibed period @s not lully mplemeded.

The ob*toalions above ae nanifestaions of aeakne$es ol lhe emsl conlrol
syslem over lhe o€n1ard liquid.lDn ol cA by lhe coDoration Thee was an
appaent l&k of monitodng and @nlrol syslem over lhose mployees qEnled wilh
CAs There es no settlam.nl mehanism lo €nfo@ liquidalion ot CA aier the
lapse of p€s,ibed pe.iod to liquidale and then 6on lo wnhholding ol salaries
upon failuG lo llquidale lhem.

127 The non-adheen@wnh the rules and callations or the gEntand lqlidaton ol
the CA as p@ided under COA Cncll.r No 97-002 r€suhed in the a@umulation
ol u.liqudaled CAs; exposed to risks ol misappopdation .nd loss of @DoEie
fundst and undemined th€ pnnciple ol a@unt b liiv

a)Requl6 the conc€med omployc to immodhtely llqurd.t the
ouElandlng CAs. lf liquidatior B 3till not mad. withln tlE pre3cribed
pe.iod, c.Ge lho wittholdi.g ol then 3.h es and apCly to thet

h)Adhe@ to th. p€rlin.m ptuvl.lon. of COA Cicurirr No. 97{02 d.t d
F.bru.ry 7,1997 on th. popEr qEnt ard liquidadon of CA; and

c) f.k€ n@$ary @ftcti@ .cljons to strengtho. rte inbrn.l controt
3y3t m on &a sEnl {rillzadon and lhulderion ol cas.



1 2.9 Managemml cmre ed thal il has alEady @ l€d lho a(.dion ol its otti@6 and
mpoyeestorthe immediate liquidalion ofiheir unliquijaied CAs oiheNi*, ihe
eme 5h. ba deducted fom their sahdes if lh€s. Bmain unliquidaled by €nd of
Algust2021 Fuhher, Managdent iniormed thet out of the P431,341 unliquidated
CAs P273 951 has aleady been rquidated by the @nemed employes Final y,
lhe ConlollaBhip Depadment wa3 instruded io adheE ro the p€.li.ent p@isions
ol COA Circuiar No 97-002 dated F€bruary 7, 1 997 on the qEit End liqudation of
@sh advan6 and io stEnqthen the irnemel @ntrol systeh on lh€ gE.l
llil 2alion and liquidalion ol esh 3dvanes.

l1

12 I 0 The Audit T6am will evallale the lhuidaiion d@menls submited by Management
penaining ro cAs amounringroP2T3 9Sl whichweE Eponedly liquidared and will
closely monitor its full 6mplhn@ $th ih6 rMmmend.tions

A t mpodry c!.h .dv.nce (TcA) dnwn fron the R€vorving Fund .hounting to
P6O,O0O gr.n!.d on F.bru.ry z,, 2O2O w.5 .trr unriquidat d as ol c.8h count d.b
on octob.r 12, 2020, @ntr.ry to s€cton. /r.1,3 .nd 5.1.3 of coa circurar No. 97-
002 dated February 10, 1997.

'J I S€dion4 1 3orCOA CirculaNo 97 002dal€d F€bu'y 10, 1997 p@v'd$lhar

A @sh a.lvane shall be eponed as s@ as lhe pueoe lor which il
/as give, has be. sered

13 2 Funh.r, Seclion 5 1 3 ol lhe sme Circular siaies thal

5 L|QUIDATION AF CASH ADVANCES

s.13afrcial TB@l - withk siNty (60) days anet rctun to the
Phlhpkes k ka casa ol fobign ta@l ot etthin thirt (30)
days alar reom to his patmnfrl ofrciat st fbn in the
c@ ol local t6vd, as ptuvidecl lor k EA 24a and COA
Circutar No sd004 (ehphasis suppiied)

13 3 Dudng lhe @ndud ot esh 6ud of Bcrd Rwolving Fund, il Es obetoed that
one ot rhe @sh items is a rempo€ry @sh advane slip pedainins ro €sh .dv.ne
gEnlod ro th€ Exe.uuw sec€tary amo( ing lo P60 000 on Febtuary 27 2a2o
The pulpos of th. said esh advane 6 for lhe p!rchase ol plane tickets ol lour
(4) membeG oflhe B@.d of oiEcroE (BoD) in the arendane ot Board meerings
on March 5 ard 1a, 2020 As of Odober 12, 2020, the said esh advane was stitt
oulslaoding d6pite that lhe pulpo* lor stich it @s g€nted has lo.9 b@n *Ned
@nlEry to s€cuons 4.1.3 and 5.1 3 ol coA cn@br No. 97-002 dated February
10 1997



l3 4 Delails of thelempoEry 6h advaie ae as foll@s

Plsn€Tid,€lrc Speaa BGd Mstrno on M.r.h 05 2420

I 3 6 W. 6comn.nd.d th.t

While we unde6jtand ihal the liquidalion ol eid esh advane was afieded by lhe
imposilion ot lhe Enhaned Cmmunity QuaEnrine by lhe Nalional Govehrenl on
luech 17, 2020 10 luay 31 , 2020 due 10 the covlD-1 9 pandefric, PNcc reopened
5nd resumed or@ @rts on June 3, 2020 vvnhin the penod Jlne 3, 2020 to
oclober 12, 2020 (date ot @.h @unt), wJlich is moe then 30 deys lhe sid €sh
advaM was slill not liquidated. we noted lhat despite the curent situalion claims
for €imbur$menls in elalion to l6vel of lhe enem€d membeE ol BOD weE
pl@s*d after the off@ resuhed on June 3, 2020. This is a man estaton thar
lquidalon ol lhe said €sh advanc is possble sine lhe 6@med oi€ctoG rere
able ro send rhe ofi@L@Dls supponrng lhetolhe'cLarms vE

.) The Accountable ofioer aqllB oe gBnt . ro llquld.te lmmediat ly th.
3.id csh.dvance; and

b) lhe gEnr.e/3 srrlctly ob5ede the prescrib€d p.riod ol riquidrdng c.sh
advance fortnvel a3 Equlre<l underSsdom 5.1.3 of COA Clrcllar No. 17-
002 d.t d February10,1997.

13.7 Managemenl aged d the obsalions and ackn@ledged lhal lherc Es
oveBight m the lolLw ups on ihe submission of @mplele dodments 10 suppon
liqlidarlon Due ro inaclivrly, the minuqle boarding pass6 @uld hwe po*ibly
been misph@d sin@ boading pd*s @uld no longer be lo@red Managemenr
wil*.ure lhe requisiie e.ri,ierion fom rhe ai ine @mpany manifesting the
preseie ol the rolr Diredo6 in rhe[ Espe.live n'gh dales They @mm fted ro
s@E this do@menton or b€foc Augusl 30, 2021

133 3y @y or Bjoinder we @gnized Manaqmenl on ils plan 1o scuE ne@$ary
deumeds to suppon lquidalion of the ollslanding TcA. H@der. @ request rhat
I quida on o, lhe subjet TCA should b6 r.sl track€d @nsidering that it is akeady
one year th.l such should hae ben liquidated

Prane Tc.{elre SDed.l Berd Mel nq on fi4arch 05 2020
qf ire.lc (D.v.or.nih)- DiGclqs 3 and 4
PlareTcketG sp€.j. Board Meering on March 05 2020
of a Dir€.to. (i/Lnira-Leodpi)- Dir€d( 4
Prare T ck6t c sp€d. Bc.d M.eliru on Marcn 05 2020
.f. Dn&{or (iranira Davao) Dn€dor 3
Pr.re T ckBt 6 R€OUs Board M€€tllle on Marcn 13,2C20
o, D reclor (M*bat€-o.v.o! on6dd 4
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5.937.222
1617,421

750,100
1,325,763
I 632,526

P 11,253i437

'5 Summry of uns.tlod rqdit 6@p€Gid1 dielloun@ .nd ch.,!6
15.1 As ol Oeenber 31, 2020, Notic ol Srcponsion, Disdwane and Cha.ge

issled and uns€ftled are :s r6ll&s

For CY 2020, tl. appbpri.i. pemium contributioG ard loan amoni2.UoG w€e
deducH ftm 3al.rh3 of lhe enploy.€5 of PNCC. Employes' shae together with
ilB employeds 3hare a mll as th€ lo.n .nD,tizitioB of employeB rcB Bmln.d
to SSS {lnclGlve of ECC contibulion), PHIC .nd PagnBKi Frnd whhin th6
pBcribod pe.io<|. Th. Bmldrnc* lor CY 2020 .E a follows:

Pag]BlG loan amonizalon

.16€ 551 139

1s.2 The unseftled disllowgn€s aB mad€ up ol 37 NoiieE of Disll@an@ (NDs)
i$ued in cYs 201 1 to 2020. stEtus of the s.id Nos .s cf D€lmber 31 , 2020 are

Wlh Peririon for CsrLor.i r€d yilh the Supreme

NO *a ling 6pp€.1 trom per$ns I'ade

wlh c ust€/s d€..hion bul under adoma c @'4 by

NOs afiimed in tho ddgim €nde€d by me COA
ccs cllsler oiredor P€lilion ror R

NDswithNoleolFimrfyorDecisio^(NFD) dCOA
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PART III

STATUS OF IMPLEMENTATION OF PRIOR
YEARS' AUDIT RECOMMENDATIONS



STATUS OF I PLEIENTATION OF PRIOR YEARS' AUOIT RECOM ENDATIONS

our ol rhe 69 p.ior yeaB @mmendarEns, 12 neE implemtrred/l@nsideed, 39
re€ panialy mplemented and 13 @e nor implem€nt€d, as sh@n belw:

OASERVATIONS

cY 2019

cY2019

cY2019 3)AndFe.nd econcile
the ved.nces and
negalive bdan6
and provide
dMne lor

b) Etr d rhe neesry

RECOIIMEXDATIONS IUPfEMEI'TTAflOI'I

3
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oBSERVATIOi|S RECOMT{EttOATrOr{S
STATUS OF

cY2019

A Conlimalion of va.ious
a@unts rei%ble
discrosed
un@ncil€d diffeEM

B Th€ Aqing/Sched(le ol
other Re6iv.ble. -
OffeB and Enployees
and TEde RMivabbs
fom L*es sh@ed
negarive balan@ of
P140109 and P0310

C Non-p@ision 6
dMne ior
impaimenl loss ol
dedue eunts ol
sepaEted employ.os
amouniingloP23,169.

5. PNCC'S inreslmals
lotaling P0 733 million

cY20'r9 a) L@le doqm.nts
supponinq PNCC'5
invetnanls wnh



A.lnveshenl in Manila
Eleor.ic cmp-y
(MoEl@) slaEs per
books 6 ove6Et.d by
P430,340 @mpared to
belanc€ per inver ory

b) Coordinab wnh LLDA
and ffindle the
Edan@ of PNcc's

STATUS OF
[tPLEitEttTAIOt{

S. Result of onimaton
ol inveslrnedt in Lagun.
Lake Developmenl
Authonty (LLDA) BhaEs
disclosed
un@rciled bd.ne ot
P15 542.

C. The investnenls
e6d€d under
lnvestmenl - OtheE
a@ud agqEqaing to
P236.600 lacked
do&ments lo a*iain
lhe natuE and

€) Efi€cl the n@ery
adjusling e nes in
tte beks aier
pe.bming lhe ebt)c
cned prc.edures, if

cY 2019 SlaE anolher auihofiy
iom the B@d o,
Di6cloB to edem rhe
PNCCs investnenl in
PLOT sMes and 4pty

OBSERVATIONS RECOiIfENDATIONS



OBSERVATIONS RECOIIIiiENDATIONS
STATUS OF

IflPLEIIEN'ATION

cY2o19

cY2019

7 Vlhile Manaqmed ha6
alBady @rded the
value of lhe lao
@ndomini(m units in
lhe books pq JV No.
11-12-01-19 daied
November 30, 2019, @
funher @mmended
lhat Managemenl
expedite the Egistration
of CCTS of lhe*
poperibs und€r

3 Expedile lhe @ndud ol
Eloelion suryey oi

a@nam exislen@ 3nd
sde boundades to
prciecl PNCC'S inlerest
and efeguad its



OBSERVATIICNS RECOI{iaENOAIONS

3) oetemine the
popdely ol the
rc@ded s*unty
deposils end it lound
in od* nfom lhe
fomer l6ses lo
daim lheir seunty
depGits within a
Ea6dable peiod oi
tim€ 6fr* shich if no
eply 6 eeiv€d, th6
*re shall b€
forfeiled in iavor of

STATUS OF

cY2o19

2020

c) Mak€ €pBentaiion
wnh &e iwo le$eB
(Ley 8nd rcc) .nd
inquire on the prcper
dispositioirappri€tion
or ih€t bid dep6ils.
Etrect the neGsry
adjustmenrs in lhe

d) Do@menl and

dEposn of Golden
coBtrudion and
6fi€cl lhe necery
adjusrments in the

e)Co.ducl perbdic
monibnno of the
@nditiongsialus oI
leae @ntEcts
r6l.riv6 ro the Efund

9



OBSERVATIICNS IUPLEIIENiATION

cY2019

cY 2019

with lhe Nalional
Gov.nment thru the'rol Reguhtory
B@rd, €$rding the

lhe b@ks lhe value of

10.Nine out oI 13 @t
propenies of PNCC,
.rghi classilied as
lnvestm€ni p@peny
and one Pop€ny. Phln
and Equipned (PPE),
nith an aog€gato bek
value of P1.325 Lillion
are idl€ and/or
unulili4d lo its
m.ximum potenlial lo
4m in@me wnile
mcumnq manenane
expenss, @ntrary lo
the policy prcvided
unde. seoiion 2 0f
Presd€niial Oecee

.) Dev€lop a plan of

timelines d
implementalion lor
€adr prcpe.ly lhat is
most edvEntaq€our

wilh lhe dd vi4 0f
dilizing lhe*
PoPe ies tor in@m€

11. The ptupe.ties in
Tagol@n MisEmis
Onenbl and in Tabano,
GuEuinro, Bula€n
reE @pied by
intomal seftlers while
lh€ p@pe.ty in BGy
S.p6nq Mai*,
M.babca, Pamp6nq.

uUlized b9
un.dho.ized p€co.B

a) Take appDpiale
aclion lo proted
PNCC'S i,\teFst over
ils pDpenies
especially thoe
whidr aE pe*.try
o@pid by iniomal

RECOiIIiENDANO S



SIATUS OF
IiIFLEi/IENTATIONRECOM ENDATIOI{S

d) Mon or rhe pop€dies
rcgulady lo p€wnt

c)Execute lee
@nlEcls belw*n
PNCC and @upads
of Tabang Guiguinlo,
Bula@n and

Pampa.ga prcpe.ties
for a deteminsbt€
lea* tem snd l€as

cY2019

No.12

12 Th€ non paymal oI
6n@$ion tes to lhe
Nalionel G@emment
(NG) amounting to
P6.302 billion which is
@nlEry lo Clause 2 ol
lhe Toll op€raion
agremenr ooA)
enleEd into by ..d
b6twn PNcc .nd rh.

3) Dev6rop/d€vise
Paynent Plsn for
app@d by the B@d
of DiEctore 16 $-nl.
the unpaid
@n@sion ,e 10



STATUS OF

provisions of rhe ToA
by paying the
€maining balan@ ot
rhe @@sion iee

tooelher wnh the
peMlry chaQes

membeEhip andpsrnont ot
membeEhip fees
toi.lnq P127,200 for
lhe yeaB 2013 and
2019 in l*o dclusive
ltmbe6hip clubs re€

unn€eery dle lo
insi9fli6@nt and
minimd beneft dedv€d
th.Bf.om and ae no
longer apprcp,iaG lo
lhe pe*nt opB6rional

cY2019

OBSERVATIONS RECOIIiiE OATIoNS

14. The Co.tr*r of Le*cY 2019 a) Rryisit rhe conrEd
ol Les wilh TGC

lhem to indude the
tems on paymenl ot
rcv.ltv fe and
amend lhe conrcc{
or L€e aner



OBSERVATIONS RECOMMENDAIIONS IMPLEMENIATION

(s Nol'mpemenred

the prcvision of rhe ReiteEled
Lease Contract on obsetoarion No I

cY 2019 15 The un udine.l us. .l a) Srop rhe pEcrice ol
allNing lhe use ot

v6hrctes

holidays ex@pt for

olhetulse lhe @st of

tickels ihe speofic

cY2019 16 ln seveE insranes
lhe pulpo*s and
deslifatons of l€ve s
ol Executve Assstants
(EAs) or two oreclors
were nol specfic in the
hp lickets io dererm ne
lhe popnety and



cY2019

S'ATUS OF
IMPLEi/IENTANON

cY2019 19.The prcpnev of ihe
EimbuBemenls tor
hotel a@mmod.tions
of one member of lhe
B.srd or DiectoB of
PNCC ennor be

quoetionable and
douMul Otrrcial
Reeipts (oRs)

a) Requie lhe
@@red Dicctor to
exphin lh6 validity
and nann{ oi
issuane ot ihB
onicial r@ipts issued
to hjm lo suppon his
cEm tor

1a Th6 noFsubmi$ion ol
Monthly Repod ol
Ofiicial T€v€ls and
Monthly Repon ol Fuel
Coneumplion ol
govemnont molor
t€nspondion puE€nt
lo seclion B, ltems 2
.nd 4o. Sp*nic Rul6
and Regulations of ih€
M8nu5r on Audn tor
Fuel Consumplion or
Gowmmeft Motor
Vehd€s dated
Seplemb€r 26. 1977
esulted in rn.bility to
detemine the
€asonablenes of rhe
lu6l @n.umplion and

OBSERVATIONS RECOIIIENOAT|OXS

Amend lhe dnveas triP17 The lomat of the
dnveis $p tidet used
by PNCC is nor simihr
to .nd d.6s noi includB
lhe impon..t
informalion equied in
the D.ive/s Tnp Tcket
pBidGd in Appendix A
of lhe Manual on Audil
io. Fuel Consumplion
of Gowmmst Motor
vehicles daGd

cY 2019



oasERvATlolts l REco fiE oaTloNs
STATUS OF

IMPLE ENTANON

b) Srop lhe D6.1ie ol
bookng holel
a@mdations thru

inslead, b@k dircclly
to hotel
establishments lhru

c) RequiE lhe
Controlle6hip and

Depanreds lo wnty
and eremine ercfuliy
th6 validlty andpop.iery d
d@meni3 submitted
to suppoar

cY2013 20 The laiihtut
€pEsdaion ol the
balan@ ol A@u.r5
R@ivable amou ing
lo P464.174 million as
ar oecmber 31, 2018
6!ld not be
estgblBhod due to the
vadan@ ol P105,63
miliion betjreen the
balan@ per b@ks and
the onnmed am6u



oBSERVAIOXS

cY2013

RECOirlliEtlDATtoNs
STATUS OF

IMPLEflENTATIOI'I



OBSERVANONS RECO EI{OATIoNS

cY 2013

cY 2014 23 The qEnt ol slary

09

cY20t8 4.The us or ihe
CoDoEion's stoe
ehides by rh6 th@
m€mb€B ol lhe B.ad
oi Dte.roB (BoD) is
nol p@pedy controll€d

gIATUS OF
IIIPLEiIENTATIOI'I



OBSERVAIOIIS
gTATUS OF

[tPLEitEt{TAIOt't

ct 2a11

- Oth€B (NLRC)

5I



OBSERVANONS RECO T{Ei|DAiloNS
STATUS OF

cY2017

deision in ,Evor or



OBSERVAIONS RECO| i|EIDAT|ONS
STATUS OF

IIIPLE EIITATION

cv 2017 T.Delay in lhe
pR €m6r of e@dy

cY 2017

2419,OO112017)

3 The pErngln of gEtuity
benefts .nd epaEtion
Pay lo lhe lomer
P€sijent and his
Ex@tiw Assistant h6



OBSERVATl T|s RECO TENDATIONS

c\ 2017 29. Retund ol unuuiz.d
e6h adEn@
amouniing 10 P37,O0O
cmained undep6ited

STATUS OF
I PLEIIENTATION

c\ 2a17



31. Non' @mpliance wnh
seclEn rx (A) 6 oi tho
PNCC Controliers
Manual and Seclion lV
ot COA Circula. No. 30-
124 dated January 16,
1940 on the @nducl ol
annual invenrory @unt
of prcpery and

STATUS OF
IMPLEMEI'ITATIONoBSERVAT|O S RECO MEI{DATIONS

cY2ot6 Wakn6*s in inlema
@n1rl noled over

cY2016

No 3.1

cY2016 32. Compuler insttuments
€xposd lo ,isk of loss,



o&sERvAnoNs
STATUS OF

IIIPLEIIiE TANO

cY2ot6 33 Una@unted lor
seNc€ Ehicles due 1o
lack ol @odinalion ad
.on-@nciliarion ol
tingnci.l a.d non-

cY2o16 34. Ten (10) unils ol utility
Ehides pu6h.s€d ior
rhe Toll Regorarory
Board msin€d in the
b@ks ol lhe

cY 2016 35. PNCC rct f(lly
@mpliant with the
p@isions ol RA 9144

b)P€pa€ an Panraly
updEred/evi*d rmpremenled

which is RA 91s4- ]Ihe P@u€menr
@mdEnl and irEnual @s aeady
3ubmn ue *mE lo revised



OBSERVANONS RECO MENDATIONS
STATUS OF

IiiIPLEMEI{TATION

cY 2015 36. Misellaneus depGns
ot P0.636 million aE
not slpportdd lnh
docum6ni5 and peiiain
lo t6nsadions or
erui@s which a€ no
longs being aveiled ol



REF. oSSERVAnO S RE@II ENDATIOI{S
STATUS OF

IXPLE ENTATPN

cY2015

No. s

37.lNBrrc.i in PLDT
sha6 per boo&3 i3
ov.. by Pz,59t when
@mpsd I(h rhe
bda@ per inva*xy
counl, Fur[l.r, PIDT
shsr6 aMnling to
P273,2@ had ml yel
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