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PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

PROXY

The undersigned stockholder of PHILIPPINE NATIONAL CONSTRUCTION
CORPORATION (the “Corporation”) hereby constitutes and appoints
as proxy to represent the undersigned
stockholder, and to vote all the shares registered in the name of the undersigned
stockholder in the books of the Corporation at the meeting of the stockholders of
the Corporation, and any adjournment thereof to be held on 24 October 2023.

The proxy is authorized to vote on all matters, which may properly be
taken in the said meeting of stockholders.

This proxy shall be valid only for the said meeting of the stockholders,
unless withdrawn by the undersigned stockholder by written notice filed with the
Corporate Secretary of the Corporation. This proxy shall not be valid for
meetings where the undersigned stockholder personally registers and attends
the aforementioned meeting, and at any adjournment thereof.

Signed this Proxy this ___ day of 2023.

By:




29 August 2023

Dear Stockholder,
NOTICE OF ANNUAL STOCKHOLDERS’ MEETING

NOTICE IS HEREBY GIVEN that the annual meeting of stockholders of
PHILIPPINE NATIONAL CONSTRUCTION CORPORATION will be held at PNCC
Compound, KM 15 East Service Road, Bicutan, Paranaque City, on Tuesday,
October 24, 2023 at 2:00 o’clock in the afternoon with the following agenda:

1. Call to Order

2. Certification of Notice and Quorum

3. Reading and Approval of the Minutes of the Previous Stockholders’

Meeting held on October 17, 2016

Report of the President

5. Amendment of the Third Article of the Articles of Incorporation in
compliance with SEC Memorandum Circular No. 9, series of 2015

6. Amendment of Section 4.01 of the By-Laws by changing the date of the

Annual meeting of shareholders to be held at 3:00 p.m. on the 3™ Tuesday

of October of every year.

Voluntary Delisting with Philippine Stock Exchange

Election of the Board of Directors

. Other Matters

0. Adjournment

B
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Only stockholders of record at the close of business hours on 24
September 2023 are entitled to notice, and to vote at this meeting. Registration
will start at 1:00 p.m. and will close at exactly 1:45 p.m. Please present any
government issued ID as proof of identification such as driver’s license, passport,
postal ID, or SSS/GSIS ID. Aside from personal identification, representatives of
corporate stockholders should present a notarized Secretary’s Certificate
indicating the representative’s authority to represent the corporation. Beneficial
owners whose shares are lodged with the Philippine Central Depository (PCD), or
registered under the name of a broker, bank, or other fiduciary, must, in addition
to the required proof of identification, present a notarized certification from the
owner of record that he is the beneficial owner, indicating thereon the number of
shares.

Should you be unable to attend the meeting, you may want to execute a
proxy in favor of a representative. Proxies must be presented to the Corporate



Secretary for inspection, validation, and record, at least three (3) business days
prior to the Stockholders’ Meeting. We enclose a proxy form for your
convenience.

KEVIN JORDAN D. MENDOZA
Corporate Secretary



EXPLANATION OF AGENDA ITEMS FOR STOCKHOLDERS’ APPROVAL

Certification of Notice and Quorum

The Corporate Secretary will certify the date the notice of the meeting was sent
to all stockholders and the date of publication of the notice in newspaper of
general circulation.

The Corporate Secretary will further certify the existence of a quorum. The
stockholders present, in person or by proxy, representing a majority of the
outstanding capital stock shall constitute a quorum for the transaction of
business.

The following are the rules of conduct and procedures:

1. The polls are open for the stockholders to cast their votes manually.

2. A stockholder may vote manually using the ballot provided to him upon

registration and placing the voted ballot in the ballot boxes located at the

registration table.

Each outstanding share of stock entitles the registered holder to one vote.

In general, the stockholders act by the affirmative vote of stockholders

representing at least a majority of the outstanding and voting capital stock

present at the meeting.

5. For the amendment of the Third Article of the Articles of Incorporation and
Section 4.01 of the By-Laws, the affirmative vote of stockholders
representing at least two-thirds (2/3) of the outstanding capital stock is
required.

6. For the approval of Voluntary Delisting with the Philippine Stok Exchange,
the affirmative vote of the a] stockholders representing at least 2/3 of the
entire membership of the Board, including the majority, b] stockholders
owning at least 2/3 of the total outstanding and listed shares of PNCC.

7. The Election of the directors shall be by plurality of votes. Every

stockholder shall be entitled to cumulate his vote.

The stockholders may cast their votes anytime during the meeting.

Voting shall be by ballot. Each ballot shall be signed by the stockholder

voting, and shall state the number of shares voted by him. The votes will

be counted manually. All votes received shall be tabulated by the Office of
the Corporate Secretary, assisted by the appointed Commission on

Election and the results of the tabulation shall be validated by Commission

on Audit (COA) — Audit Team.

During the meeting, as the stockholders take up an item on the Agenda,

the Corporate Secretary will report the votes already received and

tabulated on that item.

W
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Reading and Approval of the Minutes of the Previous Stockholders’ Meeting held
on 17 October 2016




The Chairman will present to the stockholders for their approval of the minutes of
the previous stockholders’ meeting held on 17 October 2016.

Proposed Resolution:

“RESOLVED, that the minutes of the stockholders’ meeting dated 17 October
2016 is hereby approved.”

Report of the President and Chief Executive Officer (CEQ)

The President & CEO will deliver a report to the stockholders on the performance
of the Company in 2022 and the outlook for 2023. Audited Financial Statements
(AFS) as of December 31, 2022 (AFS) will be embodied in the Information
Statement to be sent to the stockholders at least 15 business days prior to the
meeting.

A resolution noting the report and approving the AFS will be presented to the
stockholders for approval by the affirmative vote of the stockholders representing
at least a majority of the outstanding voting stock present at the meeting.

Proposed Resolution:

“RESOLVED, that the President’s Annual Report and the Audited Financial
Statements as of December 31, 2022 be, as they are hereby accepted and
approved, and the Corporate Secretary is instructed to file the same as parts of
these minutes.”

Amendment of the Third Article of the Articles of Incorporation to Change the
Corporation’s Principal Office and Place of Business

A resolution approving the amendment will be presented to the stockholders for
approval by the affirmative vote of the stockholders representing at least two-
thirds (2/3) of the outstanding capital stock.

Proposed Resolution:

“RESOLVED, that the amendment of the Third Article of the Articles of
Incorporation as follows in compliance with SEC Memorandum Circular No. 9
series of 2015 :

THIRD: That the corporation shall have its principal office and place of
business in PNCC Complex, KM 15, East Service Road, Bicutan,
Paranaque City

is hereby accepted and approved, and the Corporate Secretary is instructed to
file the same to the Securities and Exchange Commission.”



Amendment of Section 4.01 of the By-Laws to Change the Date of the Annual
Meeting of Shareholders to be held at 3:00 p.m. on the 3™ Tuesday of October of

every year

A resolution approving the amendment will be presented to the stockholders for
approval by the affirmative vote of the stockholders representing at least two-
thirds (2/3) of the outstanding capital stock.

Proposed Resolution:

“RESOLVED, that the amendment of Section 4.01 of the By-Laws as follows:
SECTION 4.01 ANNUAL MEETING - All meetings of the shareholders shall
be held at the Head Office of the Corporation. The Annual Meeting of

shareholders shall be held at 3:00 p.m. on the 3™ Tuesday of October of
every year, if not a holiday, otherwise on the business day following.

is hereby accepted and approved, and the Corporate Secretary is instructed to
file the same to the Securities and Exchange Commission.”

Voluntary Delisting with Philippine Stock Exchange

A resolution approving the filing of an application for Voluntary Delisting of its
common shares from the Philippine Stock Exchange will be presented to the
stockholders for approval by the affirmative vote of the 1] stockholders
representing at least 2/3 of the entire membership of the Board, including the
majority, 2] stockholders owning at least 2/3 of the total outstanding and listed
shares of PNCC.

Proposed Resolution:

“RESOLVED, that the filing of an application for voluntary delisting of common
shares from the Philippine Stock Exchange is hereby accepted and approved,
and the Corporate Secretary is instructed to file the same to the Philippine Stock
Exchange.”

Election of the Board of Directors of the Corporation
Any stockholder may submit to the Nomination Committee nominations to the
Board not later than September 24, 2023. The Nomination Committee will
determine whether the nominees for directors, including the nominees for
independent directors, have all the qualifications and none of the
disqualifications to serve as members of the Board before submitting the
nominees for election by the stockholders. The profiles of the nominees to
the Board will be provided in the Information Statement and in the company
website for examination by the stockholders.




The directors are elected by plurality of votes using the cumulative voting
method. The eleven (11) nominees receiving the highest number of votes will be
declared elected as directors of the company.

Other Matters

The Chairman will open the floor for comments and questions by the
stockholders. Stockholders may raise other matters or issues that may be
properly taken up at the meeting.




10.

11.

12.

SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS
INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION CODE

Check the appropriate box:
[ X ] Preliminary Information Statement
[ ] Definitive Information Statement

Name of Registrant as specified in its charter PHILIPPINE NATIONAL
CONSTRUCTION  CORPORATION

Philippines
Province, country or other jurisdiction of incorporation or organization

SEC Identification Number 0000030930
BIR Tax Identification Code 000-058-330-000

PNCC COMPLEX, KM. 15, EAST SERVICE ROAD, BICUTAN,
PARANAQUE CITY 1700
Address of principal office Postal Code

Registrant’s telephone number, including area code (632) 8822-57-25 /
(632) 8846-2655

Date, time and place of the meeting of security holders

October 24,2023, 2:00 p.m.
PNCC Complex, Km. 15, East Service Road, Bicutan, Paranaque City

Approximate date on which the Information Statement is first to be sent or given to
security holders

September 24, 2023

In case of Proxy Solicitations: Not applicable
Name of Person Filing the
Statement/Solicitor:
Address and Telephone No.:

Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8
of the RSA (information on number of shares and amount of debt is applicable only to
corporate registrants):

Title of Each Class Number of Shares of Common Stock
Outstanding or Amount of Debt Outstanding

Common Shares (07/31/2023) 174,444,759
Are any or all of registrant's securities listed in a Stock Exchange?

Yes X No

If yes, disclose the name of such Stock Exchange and the class of securities listed
therein:

The Registrant’s common shares are listed on the Philippine Stock Exchange.
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PART |I.

INFORMATION STATEMENT

A. GENERAL INFORMATION

ltem 1. Date, time and place of meeting of security holders.

Date: October 24, 2023
Time: 2:00 p.m.
Place: PNCC Complex, Km. 15, East Service Road, Bicutan, Paranaque City

The corporate mailing address of the principal office of the Registrant is PNCC
Complex, Km. 15, East Service Road, Bicutan, Parafiaque City.

The Information Statement will approximately be sent or given first to stockholders of
record on 24 September 2023 or at least fifteen (15) business days before the
meeting date.

Iltem 2. Dissenters' Right of Appraisal

There is no item in the agenda that will entitle a shareholder to exercise a right of
appraisal as provided under Section 80, Title X, of the Revised Corporation Code of
the Philippines (“Corporation Code”).

ltem 3. Interest of Certain Persons in or Opposition to Matters to be Acted Upon

None of the officers or directors or any of their associates has any substantial
interest, direct or indirect, in any of the matters to be acted upon in the stockholders’
meeting.

No director has informed the Registrant in writing that he intends to oppose any
action to be taken at the meeting.

B. CONTROL AND COMPENSATION INFORMATION

ltem 4. Voting Securities and Principal Holders Thereof

(@) Number of shares outstanding as of 31 July 2023:
Common: 174,444,759
Preferred “D”: _25,500,000
199,944,759

(b) Record Date: 24 September 2023
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Each common and preferred D share of stock of the Registrant is entitled to one (1)
vote. Pursuant to Article IV, section 4.05 of the Registrant’'s Amended By-Laws,
every holder of voting stock may vote for each share of stock standing in his name
on the books of the Registrant, unless the law provides otherwise.

Section 6 of Republic Act No. 11232 or the Revised Corporation Code of the
Philippines, states that “Holders of nonvoting shares shall nevertheless be entitled to
vote on the following matters: 1] Amendment of the articles of incorporation; 2]
Adoption and amendment of bylaws...”

Also Article IV section 4.07 provides that at all meetings of the Stockholders, a
stockholder or by his duly authorized attorney-in-fact, only on forms prescribed by
the Board of Directors and sealed with the Corporate Seal that, at his request, shall
be furnished to him by the Secretary of the Corporation, who shall keep a record of
all stockholders to whom proxy forms have been issued. Such proxies should be
acknowledged before the Secretary of the Corporation or a notary public, and shall
be filed with the Secretary at least three (3) business days before the meeting.

Shares standing in the name of another corporation may be voted by such officer,
agent, or proxy as the By-Laws of such provision, as the Board of Directors of such
Corporation may, by resolution determine. A Certificate of the Secretary of such
corporation attesting to the vote authority of the officer, agent or proxy to vote the
stock standing in its name shall be conclusive on the right to vote said shares.

Shares held by an administrator, executor, guardian or judicial trustee may be voted
by him, either in person or by proxy, without a transfer of such shares in his name,
upon presentation to the Secretary of the certified true copy of the letters of
administration, testamentary guardianship or trusteeship duly issued to him. Share
standing in the voting trust or trustee may be voted by him, either in person or by
proxy, but no such trustee shall be entitled to vote shares held by him without a
transfer of such shares in his name.

Shares standing in the name of a receiver may be voted by such receiver, and
shares held or under the control of a receiver may be voted by such receiver without
the transfer thereof into his name if his authority to do is contained in an appropriate
order to the court by which such receiver was appointed.

A stockholder whose shares are pledged shall be entitled to vote such shares until
the shares have been transferred to the name of the pledge; thereafter, the pledge
shall be entitled to vote the shares so transferred.

Shares of its own stock belonging to the Corporation or held by it in a fiduciary
capacity shall not be voted directly or indirectly at any meeting and shall not be
counted in determining the total number of outstanding shares entitled to vote at any
time.

Stockholders entitled to vote are also entitled to cumulative voting in the election of
directors. Section 24 of the Corporation Code provides, in part, that: “...in stock
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corporations, every stockholder entitled to vote shall have the right to vote in person
or by proxy the number of shares of stock standing, at the time fixed in the by-laws,
in his own name on the stock books of the corporation, or where the by-laws are
silent, at the time of the election; and said stockholder may vote such number of
shares for as many persons as there are directors to be elected, or he may cumulate
said shares and give one candidate as many votes as the number of directors to be
elected multiplied by the number of his shares shall equal, or he may distribute them
on the same principle among as many candidates as he shall see fit...”

Security Ownership of Certain Beneficial and Management

Security ownership of certain record and beneficial owners of more than 5.0%
of the Registrant’s voting securities as of 30 June 2023:

Title of Class of Name/Address of Record Owners and Amount/Nature of Percent of
Securities Relationship with Registrant / Citizenship Record Beneficial Class
Ownership
Common PRIVATIZATION MANAGEMENT OFFICE 79,271,024 39.64%

104 Gamboa St., Legaspi Village, Makati City
Shareholder / Filipino

Common GOVERNMENT SERVICE INSURANCE 47,490,383 23.75%
SYSTEM
Roxas Blvd., Pasay City
Shareholder / Filipino

Common WELLEX PETROLEUM, INC. 24,780,746 12.39%
22nd Floor, BDO Tower, 6741 Paseo De
Roxas, Makati City
Shareholder / Filipino

Common PCD Nominee Corporation 11,860,578 5.93%
37/F Tower | The Enterprise Center, 1226
Ayala Avenue, Makati City
Shareholder / Filipino

Preferred D PRIVATIZATION MANAGEMENT OFFICE 25,500,000 12.75%
104 Gamboa St., Legaspi Village, Makati City
Shareholder / Filipino

By virtue of LOI 1295 (1983) 66.94% of voting equity has been held by various
government financial institutions (GFls), namely: PNB, Phil Guarantee, NDC,
DBP, GSIS, and Land Bank, under the mandated debt-to-equity conversion
scheme.

Pursuant to Proclamation No. 50, some of the GFls have actually transferred
their equity interests in PNCC to the Asset Privatization Office (APT) now
Privatization Management Office.

Only 33.06% of PNCC'’s voting equity is strictly under private ownership and
5.93% of which is being held by PCD Nominee Corporation. PCD Nominee
Corporation is the registered owner of shares beneficially owned by
participants in the Philippine Depository & Trust Corporation, a private
company organized to implement an automated book entry system of
handling securities transactions on the Philippines (PCD). Under the PCD
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procedures, when an issuer of a PCD-eligible issue will hold a stockholders’
meeting, the PCD shall execute a pro-forma proxy in favor of its participants
for the total number of shares in their respective principal securities account
as well as for the total number of shares in their client securities account. For
the shares in the principal securities account, the participant concerned is
appointed as proxy, with the obligation to constitute a sub-proxy in favor of its
clients with full voting and other rights for the number of shares beneficially
owned by such clients. As of Record Date, the Registrant is not aware of any
investor beneficially owning shares lodged with the PCD which comprise more
than five percent (5%) of the Registrant’s total outstanding common shares of
stock.

Security ownership of management as of 30 June 2023:

Title of Class Name of Beneficial Owner/ Citizenship Amount/Nature of % to Total
Address Record Beneficial Outstanding
Ownership
BOARD
Common Jonathan S. Avancena Filipino 100 (Direct) 00.00%
Common Mariano Jesus S. Averia Filipino 25 (Direct) 00.00%
Common Herculano C. Co, Jr. Filipino 12 (Direct) 00.00%
Common Danilo S. Constantino Filipino 1 (Direct) 00.00%
Common Evelina G. Escudero Filipino 50 (Direct) 00.00%
Common Alan R. Luga Filipino 50 (Direct) 00.00%
Common Lamberto B. Mercado, Jr. Filipino 25 (Direct) 00.00%
Common Alex L. Sembrano Filipino 50 (Direct) 00.00%
Common Ruben D. Torres Filipino 100 (Direct) 00.00%
Common Miguel E. Umali Filipino 1 (Direct) 00.00%
Common Oscar T. Zaldivar Filipino 101 (Direct) 00.00%
MANAGEMENT
Common Yolanda C. Mortel Filipino 13 (Direct) 00.00%
Total 528 00.00%

Except as aforementioned, no other officers of the Registrant hold, directly or
indirectly, shares in the Registrant.

Changes in Control

The Registrant is not aware of any voting trust agreements or any other similar
agreements which may result in a change in control of the Registrant. No
change in control of the Registrant has occurred since the beginning of its last
fiscal year.

Iltem 5. Directors and Executive Officers of the Registrant

Term of Office

Each director holds office until their successors are elected and qualified in
accordance with the By-Laws of the corporation except in case of death, resignation,
disqualification or removal from office.

Background Information
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The following are the names, ages and citizenship of the incumbent directors of the
Registrant

Name Age Position Citizenship
Herculano C. Co, Jr. 63  Chairman of the Board Filipino
Miguel E. Umali 58 Director, President & CEO Filipino
Jonathan S. Avancena 50 Director Filipino
Mariano Jesus S. Averia 62  Director Filipino
Danilo S. Constantino 61  Director Filipino
Evelina G. Escudero 79  Director Filipino
Alan R. Luga 58 Director Filipino
Lamberto B. Mercado, Jr. 54  Director Filipino
Alex L. Sembrano 62  Director Filipino
Ruben D. Torres 80 Director Filipino
Oscar T. Zaldivar 65 Director Filipino

The following are the names, ages and citizenship of the Registrant’s executive
officers in addition to its executive and independent directors listed above as of 31
July 2023.

Name Age Position Citizenship
Kevin Jordan D. Mendoza 33  Corporate Secretary Filipino
John Benedick R. Dela Cruz 32  Assistant Corporate Secretary Filipino
lie Lionel B. Gramata 47  Compliance Officer, Filipino
Head of Corporate Legal
Department
Rosalyn S. Delivios 52  Assistant Compliance Officer, Filipino

Head of Management Information
System Department

Cristy M. Mediavillo 58  Corporate Treasurer Filipino

Felix M. Erece 62 Head, Human Resource Filipino
Department

Veronica B. Tacderas 61  Head of Controllership Filipino
Department

The following states the business experience of the incumbent directors and officers
of the Registrant for the last five (5) years:

HERCULANO C. CO, JR., Chairman, is a successful businessman engaged in
milling, warehousing, wholesaling and retailing of palay and rice. Mr. Co was
appointed Chairman of the PNCC Board on November 16, 2017 up to August 17,
2021 and re-appointed on January 26, 2023 for the same position. At present, he
serves as Chairman of the following companies: Herco Agro-Industries, Inc. (since
1982) and Alheed International Trading Corporation (since 1995); Vice Chairman of
Aurora Securities, Inc. (since 1993), and Director of Santa Clara Shipping
Corporation (since 1996).

He obtained his degree in Bachelor of Science in Commerce Major in Marketing
from the Colegio de San Juan de Letran in 1980. He was a recipient of unit in the
College of Law of Ateneo de Manila University from 1980-1981.

MIGUEL E. UMALI, President & CEO / Director, was appointed as Director and
elected as President and CEO of PNCC on February 6, 2019 vice Mario K. Espinosa.
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He was again reappointed as Acting Director and elected as President and CEO on
January 26, 2023.

He is a practicing lawyer previously connected with Castillo Laman Tan & Pantaleon
Law Office and Teng & Cruz Law Offices. He had worked as Director, Corporate
Secretary and Legal & Administrative consultant of various companies such as
Vishay (Phils.), Inc. from 1999 to 2007; Temic Automotive (Phils.), Inc renamed as
Continental Temic Electronics (Phils.), Inc. from 1999 to 2005; Temic
Semiconductors (Phils.), Inc. renames as Microfortune RF Technologies, Inc. from
1999 to 2001. He had also served as Administrative and Legal Manager, Human
Resources Manager, Director and Corporate Secretary of Temic Telefunken
Microelectronic (Phils.), Inc. from 1992 to 2001.

He obtained his degree in Bachelor of Science in Business Management from
Ateneo De Manila University in 1984. He then pursued hi Bachelor of Laws from
Ateneo De Manila University of Law in 1988 and admitted to the Integrated Bar of the
Philippines on the following year.

JONATHAN S. AVANCENA, Director, was appointed on August 15, 2017 and re-
appointed on January 26, 2023. He has varied experience in the field of information
technology having been part of the management of various Business Process
Outsourcing companies. At present, serves as Assistant Manager of
Netgear/Concentrix based in Davao. He served as Team Captain of
Linksys/Concentrix from 2007 to 2011. He later became Team Captain 3 of Dlink NA
and Dlink International/Concentrix.

He earned his BS Computer Science degree from Ateneo de Davao University in
1993.

MARIANO JESUS S. AVERIA, Director, a lawyer by profession, was PNCC'’s
Corporate Secretary from November 16, 2017 up to January 26, 2023 and was
appointed as Acting Director vice Manuel Luis C. Antonio on January 26, 2023.

Atty. Averia is currently a partner of the Law Firm Agcaoili & associates where he
started as a Senior Associate in 2001. He is the retained counsel of various business
entities engaged in trading, banking, securities and business process outsourcing
(BPO).

Prior his stint with PNCC, he held various positions in the private and government
sector: [1] Legal Aide and later as Legal Officer at the then Department of Education,
Culture and Sports from 1988 to May 1990; [2] Associate Lawyer of the Singson
Valdez Law Officers from June 1990 to June 1992; [3] Legislative Staff Officer at the
Office of Senator Freddie Webb from July 1992 to January 1993; [4] Chief of Staff in
the Office of Congressman Abdullah S. Mangotara from September 1996 to June
1998; [5] Junior Partner at Delos Reyes Bonifacio Delos Reyes Law Office from
September 1996 to December 2000; [6] Committee Secretary of the Senate
Committee on Tourism chaired by then Senator Robert S. Jaworski from August
1998 to July 1999, and [7] Committee Secretary of the Senate Committee on

7|Page



Environment & Natural Resources chaired by then Senator Robert S. Jaworski from
August 1999 to January 2001.

Atty. Averia took up Law at the Ateneo De Manila University in 1981 to 1983 and
graduated at the University of Santo Tomas-Faculty of Civil Law in 1987 and took the
bar exam in 1989 and admitted to the Philippine Bar in 1990.

DANILO S. CONSTANTINO, Director, appointed as Acting Director to PNCC on
January 26, 2023 vice Pedro B. Cabatingan. He has been in military and police
service in various capacities for more than 30 years until his retirement in 2016
where he was designated either as a Commander or a Staff Officer. His filed of
expertise were in operations, intelligence, investigation and community relations.

Prior retirement, Mr. Constantino’s last five assignments in the Philippine National
Police (PNP) were: [1] Officer-In-Charge, Deputy Chief Administration from March 3,
2016 to June 24, 2016; [2] Deputy Chief PNP for Operations from August 11, 2015 to
June 24, 2016; [3] The Chief Directorial Staff from April 23, 2016 to August 2016; [4]
Director, Directorate for Police Community Relations from May 7, 2014 to April 22,
2015, and [5] Regional Director, Police Regional Officer 7 from August 1, 2013 to
April 22, 2014.

He graduated from Philippine Military Academy in 1982 and obtained his Master’s in
Management from Philippine Christian University in 1996.

EVELINA G. ESCUDERO, Director,

Ms. Escudero was appointed in May 2023 to represents GSIS in the PNCC Board.
Prior to her appointment as Member of the Board of Trustees of GSIS, she was a
member of the House of Representatives of the Philippine s representing the 1st
District of Sorsogon from 2013 to 2022. In fact, she was Deputy Speaker of the
Lower House from 2018 to 2022.

As an educator, Director Escudero taught at the OB Montessori Center from 1987 to
2012. She has been active in serving the public sector in several capacities such as
an Accredited TESDA Assessor in 2004 and a Treasurer of the University of the
Philippines Alumni Association - Hostel and Canteen Services in 2009. In 2011, she
co-anchored in Wais Spend, a radio program of DZUP which aims to help the Filipino
consumers in saving and spending wisely.

Ms. Escudero graduated from the University of the Philippines with a degree of
Bachelor of Science in Home Economics Major in Food and Nutrition, in 1964. She
also obtained her Master in Education Administration (1999) and Doctorate in
Philosophy in Education (2004), from University of the Philippines where she likewise
appointed as Member of the Board of Regents in 2012.

ALAN R. LUGA, Director, is GSIS trustee since 2017 and GSIS’ representative to
PNCC Board since November 16, 2017 vice Wilfredo C. Maldia. He is the current
President and CEO of AFP General Insurance Corporation. He is also a member of
the following insurance organizations: Insurance Institute for Asia and the Pacific,
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Inc., Philippine Insurers and Reinsurers Association, Philippine Insurers Club, and the
Philippine Machinery Management Services Corp.

Mr. Luga was the Vice Chief of Staff of the Armed Forces of the Philippines with a
rank of Lieutenant General before his compulsory retirement in May 2014 after 38
years of continued military service. From 2012 to 2013, he served as Commander of
the AFP Southern Luzon Command. He was also the Commander of two Infantry
Brigades (the 802" Infantry Brigade and the 1001%t Infantry Brigade) from 2008 to
2011 and the Commander for the 7™ Infantry Division of the Philippine Army in 2012.
He was a member of the GRP Peace Panel for the GRP-MILF Peace Talks as the
Chairman of the ADHOC Joint Action Group, OPAPP in 2011-2012. In Secretary,
Army General Staff. He was deployed as Deputy Commander of the Philippine
Battalion for the International Forces in East Timor and later as Chief Plans of the
Peace Keeping Force of UNTAET in East Timor from 1999 to 2001.

Lt. Gen. Luga has held various military and corporate positions. He was the
Chairman of the Board of the Camp Aguinaldo Gold and Country Club from 2013 to
2014, and of the AFP Housing Board in the same years. He was also a member of
the Board of Directors of the Riviera Sports and Country Club, Inc. from 2014 to
2016, and served as a member of the AFP Board of Generals from 2013 to 2014.

He obtained his Bachelor of Science degree from the Philippine Military Academy in
1981. In 1994, he acquired his MBA units from the Ateneo De Manila University
Graduate School of Business. He completed a Master’s Degree in Military Arts and
Science at the US Army Command and General Staff College in 2002.

LAMBERTO B. MERCADO, JR., Director, was appointed to PNCC Board on April
17, 2017 vice Antonio C. Pido. He is a Legal Counsel and member of the Board of
Directors of the following corporations from 1998 until today: 1] Air Philippines Corp.;
[2] Pnhilippine International Airways, Inc.; [3] Grand llocandia Resort and
Development, Inc.; [4] Waterfront Philippines, Inc.; Forum Pacific, Inc.; [5] Mabuhay
Vinyl Corporation; [6] Metro Alliance Holdings & Equities Corp.; [7] Acesite (Phils.)
Hotel Corp., and [8] Pacific Wide Realty & Development Corp.

Atty. Mercado obtained his degree in Bachelor of Science in Commerce Major in
Accounting from the University of Santo Tomas in 1985. He passed the Certified
Public Accountant (CPA) Board Examinations in June 1985. Further, he took up his
Bachelor of Laws from Ateneo De Manila University School of Law in 1990 and
passed the Philippine Bar in 1991.

ALEX L. SEMBRANO, Director, was appointed to PNCC Board on January 26, 2023
vice Salvador B. Calanoy IV. He was commissioned in the Philippine Navy as Ensign
in 1982 and served in various board several ships. He then transferred to the
erstwhile Philippine Constabulary (PC) and trained with the PMA Class 1983 as
Scout Ranger of the Philippine Army. Finishing as number two in the regular Scout
Ranger, he volunteered and accepted in the newly formed PC Special Action Force
(PC, SAF). He was assigned to the local command in Batangas and served in
various positions from 1983 up to 1986. He then served as Aide de Camp to the AFP
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Chief Gen. Fidel V. Ramos for a few months before returning to the PC, SAF. He
resigned his commission in 1990 to join Citibank N.A. as Assistant Vice President for
Credit Card Collection and later handled the Anti-Fraud Unit of the bank.

After his stint in Citibank N.A., he decided to get into business and has served in
various capacities as a partner, director, shareholder and consultant to several
corporations including Protectors of Assets and Personnel Services, Inc., Linkonsult,
Inc., Asian Diamond Plans, Inc., Great Pacific Travel Corp., Labor international Corp.,
Southpoint Driving Range, Ultrabus Corp., Readycom Inc., Alheed Corp., Jet Power
Corp., Couries Options and General Services, Inc. and |kinari Restaurant.

He entered the Philippine Military Academy in 1978 where he graduated with the
rank of Cadet Captain and designation of Regimental Finance Officer in 1982. He
earned his Master’s in Business Management at Asian Institute of Management in
1990.

RUBEN D. TORRES, Director, was elected Director on June 8, 2022 representing
Wellex Petroleum, Inc. in the PNCC board. Presently, he is a senior partner of the
Torres Caparas Torres Law Office and is the President of BPO Workers Association
of the Philippines. He is associated with the integrated Bar of the Philippines and the
Philippine Academy of Professional Arbitrators.

His former positions in government includes: [1] member of the House of
Representatives representing the 2" district of Zambales; [2] Secretary of Labor and
Employment, and [3] Secretary General of the Katipunan ng Manggagawa at
Magsasaka ng Pilipinas.

Mr. Torres is concurrently an independent director of listed companies: [1]
waterfront Philippines, Inc.; [2] Forum pacific Inc. and [3] Acesite (Phils.) Hotel Corp.
He is a member of the Board of Advisers of Tytana Colleges and is a Director of
Waterfront Manila Premier Development, Inc. He is also the Chairman of Alliance
Energy Power and Development, Inc., Taguig Lake City Development Corp. and
Triton Construction and Development Corp. He owns Kitsie’s Farm in Iba, Zambales,
and is simultaneously the CEO of both the Optimus Medical Care and Trading Corp.
and also the Service Exporters Risk Management and Consultancy Co.

Mr. Torres graduated from the University of the Philippines with a degree of Bachelor
of Arts in Political Science, after which he finished the degree of Bachelor of Laws at
the same university.

OSCAR T. ZALDIVAR, Director, was appointed to PNCC Board as acting Director
on January 26, 2023 vice Mohamad Taha A. Guinomla. He had served the
government on various capacities for than 20 years. His stint in government were:
[1] Assistant Project Officer from 1981 to 1982 and promoted to Project Officer Il /
Acting Regional technical Coordinator form May 1983 to September 1985 at Human
Settlements Regulatory Commission; [2] Senior Trade Development Specialist in
Department of Trade and Industry from October 1985 to August 1987; [3] Public
Attorney Il from August 3, 1987 to May 15, 1991 at Public Attorney’s Office, and [4]
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Presiding Judge of Regional Trial Court in Cagayan City from 2006 until his
retirement in December 2019.

During his break in government service in 1991, he went into private practice and
joined Agcaoili & Associates/ Office for 15 years of litigation work.

He obtained his Bachelor of Arts degree from the University of the East, Manila in
1982. He then pursued and obtained his Bachelor of Laws at Ateneo De Manila
University in 1982, passed the Bar on the same year and admitted to the Philippine
Bar in 1983.

KEVIN JORDAN DL MENDOZA, Corporate Secretary, joined PNCC on August 30,
2022 as Legal Officer with a rank of Senior Manager. On concurrent capacity, he
was appointed as Corporate Secretary on January 26, 2023. Prior his stint in PNCC,
he worked for various private corporations as Corporate Secretary, [1] Grand Apex
Construction and Development Corp. from 2020 to 2022; [2] Movious Construction
and Development Corp. from 2021 to 2022, and [3] concurrent as Chief of Legal and
Human Resource Division of Riper Empire Construction from 2020-2021. He was a
substitute Professor on Basic Economics in 2017 at Lyceum of the Philippines. He
had also worked for the government as [1] Chief of Staff to the Undersecretary /
Acting Secretary of Department of Agrarian Reform from 2021 to 2022 and [2]
Budget Analyst of Department of Budget and Management from 2011 to 2013.

Mr. Mendoza earned his Bachelor’'s degree in Arts Major in Economics at the
University of Santo Tomas in 2011. He earned his Juris Doctor degree in 2017 from
San Beda College of Law and admitted to Bar in 2018.

JOHN BENEDICK R. DELA CRUZ, Assistant Corporate Secretary, joined PNCC on
January 9, 2023 as Legal Officer with a rank of Senior Manager. On concurrent
capacity, he was appointed as Assistant Corporate Secretary on January 26, 2023.

Prior his stint in PNCC, he was engaged into private practice and joined Algarra Law
Offices as a Senior Associate Lawyer for four (4) years of litigation work. Prior
admission to Bar, he served as an Intern of Public Attorney’s Office of Paranaque
City from July to August 2016.

Atty. Dela Cruz earned his Bachelor’s degree in Commerce, Major in Marketing at
the University of Santo Tomas in 2011. He earned his Bachelor of Laws from Faculty
of Civil Law - University of Santo Tomas in 2017 and was given recognition for UST -
Loyalty Awardee. In April 2018, Atty. Dela Cruz was officially admitted to the
Philippine Bar.

ILIE LIONEL B. GRAMATA, Vice President for Legal Department / Compliance
Officer, joined the company in 2017 as Executive Assistant to the President and later
on named as the Head of Corporate Legal Department. He was appointed
Compliance Officer on April 18, 2023. Concurrently, Atty. Gramata is the Chairman
of Bids and Awards Committee, Chairman of Technical Working Group for Tollway
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Development Project, ISO Core Team member and Internal Quality Auditor of
PNCC’s Quality Management System.

Prior to PNCC, he had worked with various government agencies and private
institutions, among those were: [1] Project Manager of the Revenue Agency
Modernization (ORAM) of Department of Finance from 2013 to 2016; [2] detailed
from ORAM to the Bureau of Customs as Director of Port Operations Service from
November 2013 to July 2015 and as Deputy Collector for Operations; [3] Managing
Partner of Valenton Gramata Loseriaga Law Offices from May 2010 to October 2013;
[4] Senior Associate of JG Law (Jimenez Gonzales Bello Valdez Caluya and
Fernandez Offices from May 2002 to May 2010; [5] Legal Assistant of Gramata &
Sarle Law Offices from November 2001 to April 2002, and [6] Paralegal of Integrated
Bar of the Philippines in September 2000. He also had been in the academe as Law
Professor in San Sebastian College-Recoletos in 2006 and University of Makati from
June to October 2007.

Atty. Gramata obtained his Bachelor of Laws from San Beda College in 2001 and
admitted to the Philippine Bar in May 2002. He earned hi BS in Applied Economics
degree in 1996 and Diploma in Financial Engineering in 2014 from De La Salle
University Manila.

ROSALYN S. DELIVIOS, Senior Manager, Assistant Compliance Officer, Head of
Management Information System Department, joined PNCC in August 1997 as
Systems Analyst — Programmer and rose from the ranks to became the Head of MIS
Department from 2006 to present. She was appointed Assistant Compliance Officer
on April 18, 2023. Aside from her tasks in MIS Department, she was involved in the
Quality Management System (QMS) development and implementation of PNCC from
2007 to 2011 and served as ISO Committee Secretariat, Document Controller and
Internal Quality Auditor. She was instrumental to the grant of ISO 9001:2008
Certification for Tollway Operation. At present, she concurrently serves as PBB
Focal Person, FOI Receiving Officer, Deputy Quality Management Representative of
PNCC’s QMS in pursuit of ISO 9001:2015 certification and Secretary of Board’s PAN
(Performance Agreement Negotiation) Committee in charge of monitoring GCG
requirement Performance Scorecard.

Prior her employment with PNCC, she had worked for various private companies: [1]
Junior Programmer of The Professional Group Plans, Inc. from May 1993 to
December 1996; [2] Programmer of Linea ltalia Group from January 1997 to May
1997, and [3] Computer Operator of Philippine Fuji Xerox Corp. from May 1992 to
December 1992.

CRISTY M. MEDIAVILLO, Senior Manager, Corporate Treasurer, Head of
Treasury Department, joined PNCC in March 4, 2019 as Head of Treasury
Department. She was appointed Corporate Treasurer on April 18, 2023. On
concurrent capacity, she serves as member of the Bids and Awards Committee,
member of Technical Working Group for Tollways Development Project, ISO Core
Team Member and Lead Internal Quality Auditor for PNCC Quality Management
System. Prior to her stint in PNCC, she had 28 years banking career with Philippine
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Bank of Communications highlighted with 10 years as Senior Field Auditor and 12
years as a Branch Service Officer / Branch cashier. Her starter exposure with
PBCom was in tellering and later as a Money Market Clerk.

Ms. Mediavillo graduated from the Divine Word College of Legazpi with a degree of
Bachelor of Science in Commerce Major in Accounting in 1984. She took 18 Pre-
MBA units in 2001 at De La Salle University Greenhills Campus.

FELIX M. ERECE, Asst. Vice President for Human Resources Department joined
PNCC in 1981. He had served the company for over 40 years, rose from the ranks to
become the Head of Human Resources Department. In addition, he was tapped to
oversee the operation of manpower supply contract with SOMCO (Skyway
Maintenance and Operation). On concurrent capacity, he serves as member of Bids
and Awards Committee, ISO Core Member and Internal Quality Auditor for PNCC
QMS.

Mr. Erece studied in TUP-Manila Technician Institute taking up a three-year Civil
Technology course sponsored by PBSP. He also studied Civil Engineering at Feati
University, took-up various computer related courses and attended human resources
related trainings/seminars to equip him with the knowledge and skills needed in
handling bigger responsibilities.

VERONICA B. TACDERAS, Senior Manager — Head of Controllership Department,
joined PNCC in March 2019 as the Head of Controllership Department, a Certified
Public Accountant with 37 years of professional experience in various private
companies. Prior to her stint in PNCC, she had worked with Brenton International
Venture Manufacturing Corporation from September 2018 to February 2019 as
Accounting Manager; Tiong Se Academy, Inc. as Chief Finance Officer from
November 2015 to August 2018; Philippine Bank of Communications from
September 1990 to October 2015 where she had handled various key positions in
the Banking Industry from Branch Operations, Finance and Internal Audit as Branch
Audit Unit Head prior to her resignation. She also had worked as a Bookkeeper from
August 1983 to August 1990 in Fashion Circle Department Store and as an
Accounting Clerk from March 1982 to June 1983.

Ms. Tacderas earned her degree in Bachelor in Accountancy in 1983 from

Polytechnic University of the Philippines. She passed the CPA board examination in
1986.
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Board Meeting Attendance

No. of No. of No. of
Meetings Meetings Meetings
Attended in  Attended in Attended in
2020 2021 2022
(Total No. of (Total No. of (Total No. of
Directors Name Meetings: 23) Meetings: 26) Meetings: 26)
Chairman Herculano C. Co, Jr* 23 16 -
President & CEO Miguel E. Umali 23 25 26
Member Carlo Antonio Almirante*** 23 25 26
Member Manuel Luis C. Antonio 13 16 26
Member Jonathan S. Avancena 23 26 26
Member Pedro B. Cabatingan, Jr. 23 26 26
Member Salvador B. Calanoy IV 23 26 26
Member Mohamd Taha A. Guinomla 23 26 26
Member Alan R. Luga 23 26 26
Member Lamberto B. Mercado, Jr. 23 26 26
Member William T. Yu 23 26 26
Member Ruben D. Torres** - - 14

Legend:
*_term not extended on August 17, 2021
** — appointed to the Board on May 25, 2022
*** — replaced by Evelina G. Escudero on May 25, 2023

No Director has resigned or declined to stand for re-election to the Board of
Directors since the date of the last annual stockholders’ meeting due to
disagreement with the Registrant on any matter relating to the Registrant’s
operations, policies or practices.

The Registrant has no other significant employee other than its Executive Officers.

The Registrant has not had any transaction during the last three (3) years in which
any Director or Executive Officer or any of their immediate family members has a
direct or indirect interest.

None of the aforementioned Directors or Executive Officers is or has been involved
in any criminal or bankruptcy proceeding, or is or has been subject to any judgment
of a competent court barring or otherwise limiting his involvement in any type of
business, or has been found to have violated any securities laws during the past five
(5) years and up to the latest date.
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ltem 6. Compensation of Directors and Executive Officers

The compensation for the executive officers of the Registrant for the years 2021 and
2022 (actual) and 2023 (projected) are shown below:

Names

Position Year Salary Bonus Others

Miguel E. Umali

lie Lionel B. Gramata

Felix M. Erece

Aggregate executive
compensation for above
named officers

Aggregate executive
compensation of all other
officers and directors,
unnamed

President & CEO

Vice President for
Corporate Legal
Department

Assistant Vice
President — Human
Resources Department

Actual 2021 P7.414M P1.29M P0.58M
Actual 2022 P7.293M P1.250M P.710M
Projected

2023 P7.33M P1.29M P1.061M
Actual 2021 P9.390M P1.585M P5.737M
Actual 2022 P10.144M P1.691M P6.29M
Projected

2023 P9.021M P1.807M P6.143M

Standard arrangement

The Board adopts Executive Order (E.O.) No. 24, prescribing rules to govern the
compensation of members of the board of directors/trustees in Government-Owned
or Controlled Corporations including Government Financial Institutions. Effective
June 1, 2013, the Governance Commission for Government-Owned and Controlled
Corporations (GCG), in its letter dated May 27, 2013 determined the Company to be
under classification “D”. The entitlement of the members of the Board of Directors
for actual attendance of meeting are as follows:

Board meetings:

Committee meetings:

P10,000.00 per meeting but not to exceed the maximum annual amount of
P240,000.00.
P6,000.00 per meeting but not to exceed the maximum annual amount of
P144,000.00.

The Directors furthermore receive the following allowances:

Transportation & Gasoline:

Communication:

Representation and

Entertainment

P4,000.00 per month subject to submission of receipts, but not to exceed
P48,000.00 per annum.

P5,000.00 per month subject to submission of telephone/celphone bills or
receipts, but not to exceed P£60,000.00 per annum.

P5,000.00 per month subject to submission of receipts but not to exceed
P60,000.00 per annum.

P8,000.00 per month subject to submission of receipts, but not to exceed
P96,000.00 per annum.
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Other arrangements

Other than payment of reasonable per diem for directors for every meeting, there are
no standard arrangements pursuant to which directors of the company are
compensated, or are to be compensated, directly or indirectly by the Company’s
subsidiaries, for any services provided as a director for 2020, 2021, and 2022.

Employment contract between the company and executive officers

There are no special employment contracts between the company and the named
executive officers.

Warrants and options held by the executive officers and directors

There are no outstanding warrants or options held by the Company’s CEO, the
named executive officers, and all officers and directors as a group.

Significant employee

While the Company values the contribution of each of its executive and non-
executive employees, the Company believes there is no non-executive employee
that the resignation or loss of whom would have a material adverse impact on the
business of the Company. Other than standard employment contracts, there are no
special arrangements with non-executive employees of the Company.

Material Pending Legal Proceedings

The Corporation is involved in continuing litigations relating to labor and civil cases.
The labor cases consist of those filed against the Corporation comprised mostly of
claims of illegal dismissal, back wages, and separation pay. The civil cases filed by
or against the Company involve breach of contract, damages, collection of money,
and attorney’s fees.

Notable among the cases filed against the Company are the following:

1. Claim of PMO that amounts to P5.55 billion. PNCC'’s debt remains unconverted as
it is the Company’s position, as supported by the Office of the Solicitor General
(OSG) opinion dated August 23, 2007, that based on LOI 1295, which was a
special law promulgated to rehabilitate the Company, the debts have effectively
been converted to equity and therefore, should no longer incur interest charges.

On the other hand, the PMO, still considers these unconverted debts as liabilities,
claiming the total amount of P57.919 billion as of December 31, 2015, inclusive of
accumulated interest charges and penalties amounting to P52.407 billion.

These P 5.2.407 billion accumulated interest charges and penalties have not been
recognized in the books of the Company based on the following reasons:
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e The Supreme Court (SC) itself had recognized the validity of LOI 1295
and that it still legally exists today;

e The failure to convert all debts to equity is considered an administrative
matter;

e The P5.55 billion is not a debt but simply represents unissued shares of
stocks awaiting actual conversion to equity pursuant to LOI 1295 and,
as such, continued imposition of interest and penalties is not warranted.

The above position of the Company is supported by the OSG and the Office of the
Government Corporate Counsel (OGCC).

In view of the differences on the treatment of the P5.55 billion unconverted debt to
equity, PNCC and the PMO have resolved to submit the matter to the DOJ for
arbitration. The DOJ in its February 18, 2014 consolidated decision dismissed
PNCC'’s Petition against PMO. PNCC filed a Motion for Reconsideration dated
March 13, 2014, duly received at the DOJ on March 14, 2014. PNCC prayed that
the DOJ consider the consolidation of decision as not proper and for the DOJ to
decide on the NDC case separately from the PMO.

¢ Render judgment declaring that the interest and penalty charges being
imposed by PMO on the actual outstanding debt of PNCC to the NG is
without basis and violate LOI 1398;

¢ Declare that PNCC’s outstanding debt to the NG is only in the amount
of P5.55 billion, representing the amount of the unconverted debt-to-
equity obligation to the GFls; and

¢ Require or direct the debt-to-equity conversion of the P5.55 billion debt
of PNCC pursuant to the clear and explicit instructions under LOI
1295.

On January 22, 2015, the DOJ denied PNCC’s MR. Thereafter, PNCC filed a
Supplement to the MR on May 28, 2015 which was also denied by the DOJ in its
order dated July 13, 2015. On June 26, 2015, PNCC filed a Notice of Appeal with
the Office of the President of the Philippines (OP) and filed the corresponding
Appeal Memorandum on July 27, 2015, where the matter is now pending.

The Office of the President (OP) decided the case on 19 May 2022. It affirmed the
decision dated 18 February 2014 and Resolution dated 22 January 2015 of the
Secretary of Justice in the case OSJ Case 02-2012 and OGCC Arb. Case No. 00-
2000. PNCC timely filed a Motion for Reconsideration (MR) on 22 July 2022.
Awaiting action of the Office of the President on the MR.

. Asiavest Merchant Bankers (M) Berhad vs. Court of Appeals and PNCC
G.R. No. 110263, Supreme Court

Date of Institution: July 14, 1988

Amount Involved: MYRS,200,000
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This case involves the enforcement of a foreign judgment rendered against PNCC
in Malaysia for guarantees it issued on various construction projects involving
Malaysian Ringgit (MYR) 5,108,290.23. The Pasig City RTC and the Court of
Appeals (CA) rendered decisions in favor of PNCC, dated October 14, 1991 and
May 19, 1993, respectively.

The favorable decisions were elevated to the Supreme Court (SC) which in 2001
reversed the CA decision thereby ordering the payment of the foreign award. In
2002, the Pasig RTC issued a Writ of Execution. PNCC moved to quash the writ
on the following grounds: (a) change of the party’s status making the execution
inequitable; and (b) the claim has already prescribed under Malaysian laws. In
2015, the RTC denied PNCC’s Motion to Quash, including the subsequent Motion
for Reconsideration. PNCC has filed a Petition for Certiorari with the Court of
Appeals.

In April 2016, Asiavest Merchant Bankers Berhad (AMB) filed for Ex-Parte Motion
for Issuance of Alias Writ of Execution to enforce the 2002 Writ of Execution.
PNCC opposed it, prompting AMB to file its Urgent Motion to Resolve.

On 18 December 2017, the CA denied the Petition and the subsequent Motion for
Reconsideration in the CA’s 17 June 2018 Resolution. PNCC filed a Petition for
Review on Certiorari with the Supreme Court (SC) on 23 August 2018. On 7
January 2019, PNCC received the SC First Division's Resolution dated 8 October
2018 denying the petition for failure of petitioner to sufficiently show that the Court
of Appeals committed any reversible error in the challenged decision and
resolution as to warrant the exercise of the Court's discretionary appellate
jurisdiction. PNCC filed Motion for Reconsideration on 22 January 2019.

On 25 September 2019, The Office of the Government Corporate Counsel
(OGCC), the statutory counsel of PNCC, received the SC Third Division’s 31 July
2019 Resolution denying the motion with finality.

AMB filed a Motion for Execution with the RTC. OGCC opposed the motion on the
ground that the claim of Asiavest should be filed first with the Commission on
Audit (COA) before a Writ of Execution can be issued. The RTC denied AMB’s
motion and directed the latter to file its claim against PNCC with COA.

OGCC received a Petition for Money Claim filed with COA. PNCC filed its Answer
on 29 June 2021. AMB filed a Reply to which a Rejoinder was filed by the OGCC
on 03 January 2022.

Awaiting further action of COA.

. Asiavest Merchant Bankers (M) Berhad vs. PNCC
G.R. No. 172301, Supreme Court

CA-GR CV No. 50948, Court of Appeals

Civil Case No. 64367, RTC Pasig Branch 153
Date of Institution: April 12, 1994
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This case arose after Asiavest-CDCP Sdn. Bhd. (Asiavest-CDCP), a corporation
organized by both CDCP (now PNCC) and Asiavest Holdings (M) Sdn. Bhd.
(Asiavest Holdings), which acted as PNCC’s subcontractor in Malaysia, failed to
complete the project in Malaysia. Asiavest Merchant Barkers (M) Berhad (AMB),
which provided various guarantees and bonds to PNCC in connection with the
construction contracts in Malaysia sought reimbursement of the amount of the
surety bond the former paid to the State of Pahang (Malaysia). The amount
involved is Malaysian Ringgit (MYR) 3,915,053.54.

On April 12, 1994, AMB instituted the case before the Pasig City Regional Trial
Court (RTC). AMB was able to secure a favorable decision in the RTC. PNCC
appealed the case with the Court of Appeals which upheld the RTC decision. A
Petition for Review on Certiorari was filed before the Supreme Court to question
the decisions which eventually decided against PNCC on April 4, 2016.

AMB filed a Motion for issuance of Alias Writ of Execution with the RTC. PNCC
filed on April 16, 2016 its opposition to the motion arguing that the subject claim
should be filed first with COA before a Writ of Execution can be issued by the
RTC.

On 6 March 2017, OGCC received an Entry of Judgment dated 3 November 2016
stating that the 19 August 2015 Decision become final and executory.

Because of the denial of the Motion for Execution, AMB filed with the CA a Petition
for Certiorari and Mandamus which was eventually dismissed and become a
subject of a Motion for Reconsideration (MR) by AMB on 29 November 2019, the
CA Former Second Division issued a Resolution denying the petitioner’s MR for
lack of merit

On 03 May 2021, PNCC received a Petition for Money Claims in this case filed
with COA by Asiavest Equity SDN BHD (in Members’ Voluntary Liquidation)
[AESB] allegedly formerly known as Asiavest Merchant Bankers (M) Berhad.
PNCC, through the OGCC, filed its Answer to the Petition on 30 June 2021. AESB
filed its Reply to the Answer while PNCC moved to admit its Rejoinder. The case is
now considered submitted for resolution of COA.

Independent Public Accountants

The Corporation has no independent public accountant but is subject to post-audit
by the Commission on Audit (“COA”). The aggregate audit fees billed for the
assigned COA Audit Team to the Company for the last two calendar years are
P3,627,442 for CY 2022 and P3,534,685.00 for 2021.

PNCC being a Government Acquired Asset since 1986, is under the audit jurisdiction
of the Commission on Audit (COA) and up to now, COA is the independent (external)
auditor of PNCC. The assignment of COA Directors/Audit-in-Charge and staff is
purely the prerogative/decision of the COA Chairman.
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The Audit Engagement is covered by a Term of Reference (TOR) executed by PNCC
and COA to the joint Audit and Finance Committee for information/notation.

The appointment, approval or ratification of the registrant’s public accountant shall
be discussed during the Annual Meeting.

Representatives of COA are expected to be present at the Annual Meeting. They will
have the opportunity to make a statement if they desire to do so and they are
expected to be available to respond to appropriate questions.

There are no changes in or disagreements with accountants on accounting and
financial disclosure.

Audit Committee’s Approval Policies and Procedures

In relation to the audit of the Registrant’s annual financial statements, the Registrant’s
Revised Corporate Governance Manual provides that the audit committee shall
among other activities, (1) review the reports submitted by the internal and external
auditors and (2) review the quarterly, half-year and annual financial statements
before their submission to the Board, with particular focus on the following matters:
any changes in accounting policies and practices, major judgmental areas, significant
adjustments resulting from the audit, going concern assumptions, compliance with
accounting standards, compliance with tax, legal and regulatory requirements. The
Audit Committee of the Registrant is composed of Director Lamberto B. Mercado, Jr.,
Chairman and Directors Herculano C. Co, Jr., Jonathan S. Avancena, Jesus Mariano
S. Averia and Alex L. Sembrano as members.

Tax Fees

Except as provided above, the Registrant did not pay any tax fees and other fees to
its external auditors.

Other Matters

Action with Respect to Reports

There are no acts of PNCC Board of Directors and Management that need
stockholders ratification.

Voting Procedures

The following are the rules of conduct and procedures:

1. The polls are open for the stockholders to cast their votes manually.

2. A stockholder may vote manually using the ballot provided to him upon
registration and placing the voted ballot in the ballot boxes located at the
registration table.

3. Each outstanding share of stock entitles the registered holder to one vote.
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4. In general, the stockholders act by the affirmative vote of stockholders
representing at least a majority of the outstanding and voting capital stock
present at the meeting.

5. For the amendment of the Third Article of the Articles of Incorporation and
Section 4.01 of the By-Laws, the affirmative vote of stockholders representing
at least two-thirds (2/3) of the outstanding capital stock is required.

6. For the approval of Voluntary Delisting with the Philippine Stok Exchange, the
affirmative vote of the a] stockholders representing at least 2/3 of the entire
membership of the Board, including the majority, b] stockholders owning at
least 2/3 of the total outstanding and listed shares of PNCC.

7. The Election of the directors shall be by plurality of votes. Every stockholder

shall be entitled to cumulate his vote.

The stockholders may cast their votes anytime during the meeting.

Voting shall be by ballot. Each ballot shall be signed by the stockholder

voting, and shall state the number of shares voted by him. The votes will be

counted manually. All votes received shall be tabulated by the Office of the

Corporate Secretary, assisted by the appointed Commission on Election and

the results of the tabulation shall be validated by Commission on Audit (COA)

— Audit Team.

10. During the meeting, as the stockholders take up an item on the Agenda, the
Corporate Secretary will report the votes already received and tabulated on
that item.

© ©

PART II.

MANAGEMENT REPORT
FINANCIAL STATEMENTS

The Financial Statements of the Registrant as of and for the year ended
December 31, 2022 are incorporated herein in the accompanying Index to
Financial Statements and Schedules.

. INFORMATION ON INDEPENDENT ACCOUNTANT

PNCC being a Government Acquired Asset since 1986, is under the audit
jurisdiction of the Commission on Audit (COA) and up to now, COA is the
independent (external) auditor of PNCC. The assignment of COA
Directors/Audit-in-Charge and staff is purely the prerogative/decision of the COA
Chairman.

The Audit Engagement is covered by a Term of Reference (TOR) executed by
PNCC and COA to the joint Audit and Finance Committee for
information/notation. Usually, the audit shall cover transactions for the current
year under review and shall include amounting or reporting area as follows:

1. Accounting books record
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2. Recorder Financial and property
3. Compliance with the prior year’s Audit recommendation

lll. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

Year End 2022 vs. Year End 2021

Results of Operations

Revenue. Revenue for the year ended December 31, 2022 stood at
P359.099 million, higher by 85.86% or P165.892 million compared to
P193.207 million for the year ended December 31, 2021. The increase was
attributable to the increase in JV Revenue Shares, Rental Income and supply
of manpower to SOMCO.

Cost of Services. Cost of services account increased by 65.65% or £29.090
million from P44.311 million for the year ended December 31, 2021 to
P73.401 million for the year ended December 31, 2022 due to increase in
manpower supply from 204 to 261.

General and Administrative Overhead. Overhead account increased by
9.54% or P7.386 million from P77.426 million for the year ended December
31, 2021 to P84.812 million for the year ended December 31, 2022 due to the
accrual of Terminal Leaves of SOMCO employees and increases in
Maintenance and Other Operating Expenses such as Travelling Expenses
(Local), Gasoline and Oil, Utilities Expenses, Legal Services, Other
Professional Services, Security Services and Repairs and Maintenance.

Income from Operation. Income from operation for the year ended
December 31, 2022 increased by 136.90% or P158.507 million from P115.781
million as of December 31, 2021 to P274.288 million for the year ended
December 31, 2022. Said favorable variance was the resulting effect of the
reasons discussed above.

Other Income (Charges). This account posted a balance of P64.825 million
for the year ended December 31, 2022 compared to P3.341 billion for the
restated year ended balance of December 31, 2021. The 98.06% decrease
was mainly due to the gain from changes in Fair Value of Investment Property
in 2021.

Comprehensive Income (Loss). Net Comprehensive Income for the year
ended December 31, 2022 amounted to P68.099 million compared to the net
income of P4.062 billion for the year ended December 31, 2021. The
variance was mainly due to the gain from changes in Fair Value of Investment
Property brought about by appraisal of Investment Property in 2021.

Financial Position
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Current Assets. Current assets increased by 14.59% or P305.559 million
from P2.095 billion as of December 31, 2021 to P2.401 billion as of December
31, 2022 mainly due to the cash flows provided by the Company’s operating
and investing activities.

Current Liabilities. Current liabilities increased by 2.20% or P233.567 million
from P10.599 billion as of December 31, 2021 to P10.832 billion as of
December 31, 2022 mainly due to the accrual of the 2% penalty charges on
unpaid concession fee payable to the Toll Regulatory Board (TRB) and inter-
agency payables.

Stockholder’s Equity. Stockholder’s Equity as of December 31, 2022
totalled P22.854 billion vis-a-vis the stockholders’ equity as of December 31,
2021 in the amount of P22.789 billion. The increase in the account is
attributable to the comprehensive income in 2022.

Presented hereunder is the discussion of the Company’s key
performance indicators:

As of

Performance Indicators 121312022 12/31/2021 Explanation

Current/Liquidity Ratios
Current Ratio (Current Assets 0.22 0.20 This ratio evaluates the ability of the company to pay its
Divided by Current Liabilities) current debt promptly.

Current ratio of 0.22 as of December 31, 2022 slightly
increased from 0.20 as of December 2021 due to cash
inflows provided by operating activities.

Solvency Ratios

Debt to Assets (Total Liabilities 47.47% 47.26% Shows what percentage of the business is not owned by

Divided by Total Assets) the stockholders. Determines how much of the company
is financed by debts.

The ratio increased from 47.26% as of December 31,
2021 to 47.47% as of December 31, 2022 brought mainly
by the accrual of the 2% penalty charges on unpaid
concession fees.

Debt to Equity (Total Liabilities  90.36% 89.59%

Divided by Total Equity) Shows the proportion of the creditors’ capital to the

business’ total capital. Measures the degree to which the
assets of the business are financed by the debts and
stockholders of the business.

The ratio increased from 89.59% as of December 31,
2021 to 90.36% as of December 31, 2022 was brought by
the accrual of the 2% penalty charges on unpaid
concession fee to the Toll Regulatory Board (TRB) and
the corresponding comprehensive income in 2022.

Asset to Equity Ratio (Total Assets 190.36% 189.59% Measures the total debt the company takes to acquire
Divided by Total Equity) assets. Measures the company’s capability to pay debts.

The increase in ratio from 189.59% as of December 31,
2021 to 190.36% as of December 31, 2022 was due to
the comprehensive income in 2022.
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Interest Rate Coverage Ratio 1.26 16.74 Determines how easily a company can pay interest on

(Income

Interest/Penalty/Penalty and
Taxes Divided by Interest/Penalty)

Profitability Ratios 0.16% 9.40% Measures the Company’s earnings in relation to all the
Return on Assets (Net Income resources it had at its disposal.

(Loss) Divided by Total Assets)

Return on Equity (Net Income 0.30% 17.82% Measures the rate of return on the ownership interest of

(Loss) Divided by Total Equity) the company’s stockholders. Determines the productivity

Before outstanding debt.

investment property for the year ended 2021.

billion.

of the owners’ capital.

The decrease in the ratio from 17.82% to 0.30% is
attributable to the increase in stockholder’s equity as a
result of higher comprehensive income in 2021 (mainly
due to the gain in fair value of investment property).

@ Any known trends or any known demands, commitments, events or
uncertainties that will result in or that are reasonably likely to result in the
Company’s liquidity increasing or decreasing in any material way. Indicate
course of action that the Company has taken or proposes to take to remedy
the deficiency.

i.a

The Company’s inability to settle its outstanding obligations with the Toll
Regulatory Board and the National Government brought about by the
difficulties in collecting its receivables from various government
agencies.

Pending labor cases which consists of those filed against the Company
involving dismissal, backwages, and separation pay. Most of these
cases have been ruled by the Labor Arbiter in favor of the complainants,
pending appeal by the Company before the National Labor Relation
Commission (NLRC).

Pending lawsuits/litigations which consists of those filed against the
Company involving damages, collection of money, and attorney’s fees
which are still on litigation before the various regional Trial Courts
(RTC). Discussion is contained under Note 37 of the 2022 Audited
Financial Statements, including courses of actions already undertaken
by the Company to address the issue.

24|Page

The ratio decreased from 16.74 as of December 31, 2021
to 1.26 as of December 31, 2022 due to recognition of
income resulting from the gain in change in fair value of

The ratio of 9.40% as of December 31, 2021 vis-a-vis the
ratio of 0.16% as of December 31, 2022 was the outcome
of the income recognition of P68.099 million for 2022 as
compared with the recognized comprehensive income of
P4.062 bilion for the year ended 2021 due to the
recognition of the gain in change in fair value of

investment property in 2021 in the amount of P 3.302



(i)

(iif)

(iv)

V)

i.d Pending assessments on deficiency taxes. Discussion is contained
under Note 36 of the 2022 Audited Financial Statements, including
courses of actions already undertaken by the Company to address the
issue.

Having encountered this liquidity concern, the Company implemented a
program of manpower rightsizing and corporate restructuring in 2001 and
has been pursued gradually until this year. Also, the Company will continue
to pursue and invigorate its revenue share from Joint Venture Companies,
earnings from leased FCA property, and the contracted participation in the
Joint Venture’s C6 Projects, Pasig River Expressway (PAREX) Project,
Quezon-Bicol Expressway (QUBEX)/ South Luzon Toll Road 5 (TR5) Project
and Greater Capital Region Integrated Expressway Network (GCRIEN)
project. Partnership with PT Citra Lamtoro for the implementation of the
Metro Manila Expressway of C6 and Metro Manila Skyway Stage 3 and the
completion and commercial operation on revenue sharing basis for both
Project Roads. The revenue scenario best rests on the policy directions
intended by the Board and the NG through the PMO/DOF. Discussion in
detalil, is presented under Note 3 of the 2022 Audited Financial Statements.

Any events that will trigger direct or contingent financial obligation that is
material to the Company, including any default or acceleration of an
obligation.

The default in payment of its TRB loan, the recognition of debts to the NG,
pending assessments on tax deficiencies and contingent liabilities with
respect to claims and lawsuits from Asiavest Merchant Bankers and
Superlines Transportation Co. Inc.

There are no material off-balance sheet transactions, arrangements.
There are no material commitments for capital expenditures.

Any known trends, events or uncertainties that have had or that are
reasonably expected to have a material favorable or unfavorable impact on
net sales or revenues or income from continuing operations.

v.a. The continued decline in the construction industry resulted to the
Company’s incurrence of severe losses from the said operation. Thus,
to prevent from suffering greater losses as it had experienced for the
last several years, Management decided to veer away with the
construction business (since 2002) and focus on its tollways operation.

v.b. The turn over of the North Luzon Tollway operations to the MNTC on

February 10, 2005 had affected the revenue generating capacity of the
Company.
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(vi)

(vii)

(viii)

v.c. The hand-over of the South Luzon Tollway operation to the SLTC on
May 02, 2010 likewise had an unfavorable impact on the Company’s
revenue.

v.d The Supreme Court decision, in Ernesto B. Francisco vs. TRB, PNCC et.
al. (G.R. Nos. 166910, 169917, 173630, and 183599, October 19, 2010)
and in the case of Strategic Alliance Development Corporation vs.
Radstock Securities Limited et. al. (G.R. No. 178158, December 04,
2009), ruled and declared that with the expiration of PNCC'’s franchise,
the toll assets and facilities of PNCC were automatically turned over, by
operation of law, to the National Government (NG) at no cost and,
consequently, this inevitably resulted in the latter’s owning too of the toll
fees and the net income derived after May 01, 2007 from the toll assets
and facilities, including the Company’s percentage share in the toll fees
collected by the joint venture companies currently operating the
tollways.

Pending TRB’s issuance of the Final Implementing Rules and Guidelines
relative to the determination of the net income remittable by the
Company to the National Government, the Company receives only the
following revenue shares based on TRB’s interim guidelines: 10% of 6%
share on the MNTC(now NLEX Corporation) gross revenue; 10% of
3.5% share on the CMMTC (now SMC Skyway Corporation) gross
revenue; 10% of 3.00% share on the SLTC (now SMC SLEX, Inc.) gross
revenue; and 100% of 2.5% share on the CCEC(now SMC Skyway
Stage 3 Corporation) gross revenue. It also receives 10% dividend in
the equity share from CMMTC (now SMC Skyway Corporation).

There are no significant elements of income or loss that did not arise from
the Company’s continuing operations.

There are no seasonal aspects that had a material effect on the financial
condition or results of operations of the Company.

Material changes to the Company’s Statement of Financial Position as
of December 31, 2022 compared to December 31, 2021
(increased/decrease of 5% or more)

Cash decreased by P36.619 million or 68.24% from P53.659 million as of
December 31, 2021 to P17.040 million as of December 31, 2022 due to the
cash flows used in Company’s operating activities and investing activities.

Short term investment increased by P410.211 million or 27.62% from P1.485
billion as of December 31, 2021 to P1.895 billion as of December 31, 2022
due to the cash inflows from operating activities.

Accounts Receivable decreased by P75.048 million or 14.30% from
P524.928 million as of December 31, 2021 to P449.881 million as of
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December 31, 2022 mainly due to the collection of accounts receivable —
trade and rental at Financial Center Area (FCA).

Inventories - decreased by P0.730 million or 24.06% from P3.036 million as
of December 31, 2021 to P2.305 million as of December 31, 2022 due
mainly to the decrease in Office Supplies, Fuel and Oil and Materials
Inventory.

Financial Liabilities — Accounts Payable increased by P4.254 million or
19.48% from P21.833 million as of December 31, 2021 to P26.086 million as
of December 31, 2022 due to unpaid accounts to suppliers of goods and
services that are normally settled within twelve (12) months from the
reporting period.

Inter-Agency payable increased by P8.447 million or 225.16% from P3.752
million as of December 31, 2021 to P12.198 million as of December 31, 2022
due to increases in income tax payable, SSS, Philhealth and HDMF liabilities.

Deferred credits/Unearned Revenue/Income decreased by P35.103 million
or 28.01% from P125.341 million as of December 31, 2021 to P90.238
million as of December 31, 2022 mainly due to the application of advance
rental on the lease of FCA property vis-a-vis the decrease in the recognized
value added tax on the sale of services.

Material changes to the Company’s Statement of Income for the year ended
December 31, 2022 compared to the year ended December 31, 2021
(increase/decrease of 5% or more)

Service Income increased by P34.313 million or 63.02% from P54.448
million as of December 31, 2021 to P88.761 million in December 31, 2022
mainly due to increase in the supply of manpower to Skyway O&M
Corporation.

Business Income increased by P177.702 million or 76.34% from P232.791
million as of December 31, 2021 to P410.492 million as of December 31,
2022 due to increases in Rental, Dividend, Interest Income and share in JVs
Revenue.

Gains decreased by 100.00% or P3.302 billion from P3.302 billion as of
December 31, 2021 to P0.003 million as of December 31, 2022 mainly due
to the recognition of the gain in change in fair value of investment property
in 2021.

Maintenance and Other Operating Expenses increased by 21.54% or
P5.946 million from P27.602 million for the year ended December 31, 2021
to P33.548 million for the year ended December 31, 2022 due to the
increase in Supplies, General Services, Taxes/Duties and Licenses,
transportation and Professional Services.
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Cost of Services increased by 65.65% or P29.090 million from P44.311
million for the year ended December 31, 2021 to P73.401 million for the
year ended December 31, 2022 due to the increase in the supply of
manpower to Skyway O&M Corporation.

Non-cash Expenses decreased by 69.10% or P8.755 million from P12.670
million for the year ended December 31, 2021 to P3.914 million for the year
ended December 31, 2022 due to the recognition of impairment losses on
receivables, inventories and other investment in 2021.

Comprehensive Income (Loss) decreased by 98.32% or P3.994 billion from
P4.062 billion for the year ended December 31, 2021 to P68.099 million for
the year ended December 31, 2022 due to the recognition of gain in change
in fair value of investment property in 2021.

Year End 2021 vs. Year End 2020

Results of Operations

Revenue. Revenue for the year ended December 31, 2021 stood at P3.591
billion, higher by 1580.90% or P3.377 billion compared to P213.624 million for
the year ended December 31, 2020. The increase was mainly attributable to
the gain from changes in Fair Value of Investment Property in 2021.

Cost of Services. Cost of services account increased by 5.56% or P2.266
million from P40.766 million for the year ended December 31, 2020 to
P43.033 million for the year ended December 31, 2021 due to increase in
manpower supply from 168 to 204.

General and Administrative Overhead. Overhead account increased by
5.64% or P4.797 million from P85.102 million for the year ended December
31, 2020 to P89.899 million for the year ended December 31, 2021 due to the
recognition of impairment losses on receivables, inventories and other
investment.

Income from Operation. Income from operation for the year ended
December 31, 2021 increased by P3.370 billion, higher by 3837.97% or
P3.458 billion as of December 31, 2021 compared to P87.810 million as of
December 31, 2020. Said favorable variance was the resulting effect of the
reasons discussed above.

Other Income (Charges). This account posted a balance of P1.533 million for
the year ended December 31, 2021 compared to the amount of P1.309 million
for the restated year ended balance of December 31, 2020. The 17.12%
increase was mainly due to the income from reasonable use of property at
FCA property.

28|Page



Comprehensive Income (Loss). Net Comprehensive Income for the year
ended December 31, 2021 amounted to P.063 billion compared to the net loss
of P170.192 million for the year ended December 31, 2020. The variance was
due to the changes in Fair Value of Investment Property brought about by
appraisal of Investment Property in 2021.

Financial Position

Current Assets. Current assets increased by 14.58% or P255.750 million
from P 1.755 billion as of December 31, 2020 to P2.011 billion as of December
31, 2021 mainly due to the cash flows provided by the Company's operating
and investing activities.

Current Liabilities. Current liabilities increased by 2.61% or P267.724 million
from P10.239 billion as of December 31, 2020 to P10.506 billion as of
December 31, 2021 mainly due to the accrual of the 2% penalty charges on
unpaid concession fee payable to the Toll Regulatory Board (TRB) and
inter-agency payables.

Stockholder's Equity. Stockholder's Equity as of December 31, 2021 totalled
P22.707 billion vis-a-vis the stockholders' equity as of December 31, 2020 in
the amount of P18.056 billion. The increase in the account is attributable to
the comprehensive income in 2021.

Presented hereunder is the discussion of the Company's key performance
indicators:
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(i) Any known trends or any known demands, commitments, events or uncertainties
that will result in or that are reasonably likely to result in the Company's liquidity
increasing or decreasing in any material way. Indicate course of action that the
Company has taken or proposes to take to remedy the deficiency.

i.a The Company's inability to settle its outstanding obligations with the Toll

Regulatory Board and the National Government brought about by the
difficulties in collecting its receivables from various government agencies.

i.b Pending labor cases which consists of those filed against the Company

involving dismissal backwages, and separation pay. Most of these cases
have been ruled by the Labor Arbiter in favor of the complainants, pending
appeal by the Company before the National Labor Relation Commission
(NLRC).

Pending lawsuits/litigations which consists of those filed against the
Company involving damages, collection of money, and attorney's fees which
are still on litigation before the various regional Trial Courts (RTC).
Discussion is contained under Note 37 of the 2021 Audited Financial
Statements, including courses of actions already undertaken by the
Company to address the issue.

Pending assessments on deficiency taxes. Discussion is contained under

Note 36 of the 2021 Audited Financial Statements, including courses of
actions already undertaken by the Company to address the issue.
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Having encountered this liquidity concern, the Company implemented a program
of manpower rightsizing and corporate restructuring in 2001 and has been
pursued gradually until 2011. Also, the Company will continue to pursue and
invigorate its revenue share from Joint Venture Companies, earnings from leased
FCA property, and the contracted participation in the Joint Venture's Skyway
Stage 3, C6 Projects, Pasig River Expressway (PAREX) Project, Quezon-Bicol
Expressway (QUBEX)/ South Luzon Toll Road 5 (TRS) Project and Greater
Capital Region Integrated Expressway Network (GCRIEN) project. Partnership
with PT Citra Lamtoro for the implementation of the Metro Manila Expressway of
C6 and Metro Manila Skyway Stage 4 and the completion and commercial
operation on revenue sharing basis for both Project Roads. The revenue
scenario best rests on the policy directions intended by the Board and the NG
through the PMO/DOF. Discussion in detail, is presented under Note 3 of the
2021 Audited Financial Statements.

Any events that will trigger direct or contingent financial obligation that is material
to the Company, including any default or acceleration of an obligation.

The default in payment of its TRB loan, the recognition of debts to the NG,
pending assessments on tax deficiencies and contingent liabilities with respect to
claims and lawsuits from Asiavest Merchant Bankers and Superlines
Transportation Co. Inc.

(i) There are no material off-balance sheet transactions, arrangements.

(iv) There are no material commitments for capital expenditures.

(v) Any known trends, events or uncertainties that have had or that are reasonably

expected to have a material favorable or unfavorable impact on net sales or

revenues or income from continuing operations.

v.a The continued decline in the construction industry resulted to the Company's
incurrence of severe losses from the said operation. Thus, to prevent from
suffering greater losses as it had experienced for the last several years,
Management decided to veer away with the construction business (since
2002) and focus on its tollways operation.

v.b. The turnover of the North Luzon Tollway operations to the MNTC on
February 10, 2005 had affected the revenue generating capacity of the
Company.

v.c. The hand-over of the South Luzon Tollway operation to the SLTC on May 02,
2010 likewise had an unfavorable impact on the Company's revenue.

v.d The Supreme Court decision, in Ernesto 8. Francisco vs. TRB, PNCC et. al.
(G.R. Nos. 166910, 169917, 173630, and 183599, October 19, 2010) and in
the case of Strategic Alliance Development Corporation vs. Radstock
Securities Limited et. al. (G.R. No. 178158, December 04, 2009), ruled and
declared that with the expiration of PNCC's franchise, the toll assets and
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(vi)

(vii)

(viii)

facilities of PNCC were automatically turned over, by operation of law, to the
National Government (NG) at no cost and, consequently, this inevitably
resulted in the latter's owning too of the toll fees and the net income derived
after May 01, 2007 from the toll assets and facilities, including the Company's
percentage share in the toll fees collected by the joint venture companies
currently operating the tollways.

Pending TRB's issuance of the Final Implementing Rules and Guidelines
relative to the determination of the net income remittable by the Company to
the National Government, the Company receives only the following revenue
shares based on TRB's interim guidelines: 10% of 6% share on the MNTC
gross revenue; 10% of 3.5% share on the CMMTC gross revenue; 10% of
3.00% share on the SL TC gross revenue; and 100% of 2.5% share on the
CCEC gross revenue. It also receives 10% dividend in the equity share from
CMMTC.

There are no significant elements of income or loss that did not arise from the
Company's continuing operations.

There are no seasonal aspects that had a material effect on the financial
condition or results of operations of the Company.

Material changes to the Company's Statement of Financial Position as of
December 2021 compared to December 31, 2020 (increased/decrease of
5% or more)

Cash increased by P31.047 million or 137.30% from P22.612 million as of
December 31, 2020 to P53.659 million as of December 31, 2021 due to the
cash flows provided by the Company's operating activities.

Short term investment increased by P152.170 million or 11.40% from P1.333
billion as of December 31, 2020 to P1.485 billion as of December 31, 2021 due
to the cash inflows from operating activities.

Accounts Receivable - Loans and Receivable Accounts increased by P98.646
million or 59.66% from P165.347 million as of December 31, 2020 to P263.993
million as of December 31, 2021 mainly due to the increased in uncollected
revenue from supply of manpower to Skyway O&M Corporation.

Accounts Receivable - lease receivables decreased by P23.776 million or
66.67% from P35.664 million as of December 31, 2020 to P11.888 million as of
December 31, 2021 due mainly to the decreased in uncollected rental at
Financial Center Area (FCA) and Porac Pampanga.

Accounts Receivable - other receivables decreased by P3.044 million or

17.80% from P17.100 million as of December 31, 2020 to P14.056 million as of
December 31, 2021 due to the decreased in receivable from Officers &
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Employees and Other receivable offset by an increase in allowance for
impairment losses.

Inventories - decreased by P0.740 million or 19.60% from P3.776 million as of
December 31, 2020 to P3.036 million as of December 31, 2021 due mainly to
the increase in allowance for impairment losses.

Other Current Assets - increased by P1.449 million or 5.42% from P26.704
million as of December 31, 2020 to P28.153 million as of December 31, 2021
due to the increases in withholding tax at source, prepaid registration and
prepaid insurance.

Financial Assets - decreased by P0.296 million or 28.37% from P 1.043 million
as of December 31, 2020 to P0.747 million as of December 31, 2021 due to the
redemption of PLDT investments offset by increase in market adjustment of
Architectural Centre, Inc.

Other Investments - decreased by P0.286 million or 11.16% from P2.562 million
as of December 31, 2020 to P2.276 million as of December 31, 2021 due to the
recognition of impairment losses for various other investment.

Investment Property - increased by P3.302 billion or 9.76% from P33.847 billion
as of December 31, 2020 to P37.149 billion as of December 31, 2021 due to the
change in fair value of investment property brought about by appraisal increase
in 2021.

Property and Equipment - increased by P86.160 million or 45.52% from P1.507
billion as of December 31, 2020 to P2.193 billion as of December 31, 2021 due
to the additional PPE and appraisal increase in 2021.

Deferred tax assets decreased by P9.347 million or 27.58% from P33.889
million as of December 31, 2020 to P24.542 million as of December 31, 2021
due to the decreases in carry forward benefit of unapplied tax credits and MCIT
over regular corporate income tax.

Other Non-Current Assets - decreased by P78.356 million or 44.80% from
P174.905 million as of December 31, 2020 to P96.549 million as of December
31, 2021 due to the release of P86.156 million restricted cash held by LBP
offset by increase in deferred charges.

Financial Liabilities - Accounts Payable increased by P1.321 million or 6.87%
from P19.233 million as of December 31, 2020 to P20.554 million as of
December 31, 2021 due to unpaid accounts to suppliers of goods and services
that are normally settled within twelve (12) months from the reporting period.

Inter-Agency payable increased by P2.600 million or 225.69% from P1.152

million as of December 31, 2020 to P3.752 million as of December 31, 2021
due to increases in income tax payable, SSS, Philhealth and HDMF liabilities.
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Deferred credits increased by P5.715 million or 19.29% from P229.626 million
as of December 31, 2020 to P235.341 million as of December 31, 2021 due to
the increase in value added tax on the sale of services.

Deferred tax liabilities decreased by P766.000 million or 7.24% from P10.581
billion as of December 31, 2020 to £9.815 billion as of December 31, 2021 due
to the decrease in the tax on the fair value adjustment of investment property as
offset by the tax on revaluation increment in property.

Equity increased by P4.651 billion or 25.76% from P18.056 billion as of
December 31, 2020 to P22.707 billion as of December 31, 2021 due to the
comprehensive income in 2021.

Material changes to the Company’s Statement of Income for the year
ended December 31, 2021 compared to the year ended December 31, 2020
(increase/decrease of 5% or more)

Service Income increased by P23.641 million or 7.26% from P50.155 million as
of December 31, 2020 to P53.796 million in December 31, 2021 due to increase
in the supply of manpower to Skyway O&M Corporation from 168 to 204 in
2020 and 2021, respectively.

Dividends increased by P10.011 million or 44.57% from P22.462 million as of
December 31, 2020 to P32.473 million as of December 31, 2021 due to PLDT
dividends and increase in CMMTC's declaration of dividends.

Interest Income decreased by P8.232 million or 32.31 % from P25.479 million
as of December 31, 2020 to '217.247 million in December 31, 2021 due to
lower interest rates.

Revenue share in Joint Venture increased by P69. 960 million or 84. 83% from
P82.471 million as of December 31, 2020 to P152.431 million in December 31,
2021 due to increases in Toll revenue brought about by easing of pandemic
restrictions and opening of Skyway Stage 3 in July 2021.

Other Non-operating Income increased by 17.11% or P0.224 million from
P1.309 million as of December 31, 2020 to P1.533 million as of December 31,
2021 primarily due to the payment of rental for the reasonable use of the
property in FCA by Dong Feng Motor and various bid deposits offset by
reversal of impairment loss on receivable brought about by collection of
receivable from inactive accounts and the released of Cash Bond on NLRC
case.

Maintenance and Other Operating Expenses decreased by 6.69% or P1.980
million from P29.582 million for the year ended December 31, 2020 to P27.602
million for the year ended December 31, 2021 due to the decrease in General
services, taxes, transportation, litigation, communication and training Expenses.
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Non-cash Expenses increased by 61.72% or P4.757 million from P7.708 million
for the year ended December 31, 2020 to P12.465 million for the year ended
December 31, 2021 due to the recognition of impairment losses on receivables,
inventories and other investment.

Comprehensive Income (Loss) increased by 2487.30% or P4.233 billion from
net loss of P170.192 million for the year ended December 31, 2020 to P 4.063
billion for the year ended December 31, 2021 due to the recognition of gain in
change in fair value of investment property in 2021.

Year End 2020 vs. Year End 2019

Results of Operations

Revenue. Revenue for the year ended December 31, 2020 stood at P0.218
million, lower by 98.91% or P19.799 billion compared to P20.017 billion for
the year ended December 31, 2019. The decrease was mainly attributable to
the decrease in service income, dividend and share in revenue from the Joint
Venture Companies and due to gain from changes in Fair Value of Investment
Property and free-carry shares in CCEC and SLTRS El in 2019.

Cost of Services. Cost of services account increased by 1.20% or P0.523
million from P43.490 million for the year ended December 31, 2019 to
P44.013 million for the year ended December 31, 2020 due to the full receipt
of mid-year bonus of key officers and executive assistant in 2020.

General and Administrative Overhead. Overhead account decreased by
7.36% or P3.264 million from P44.345 million for the year ended December
31, 2019 to P41.081 million for the year ended December 31, 2020 due to the
decrease in Travelling, Representation expenses, Office Supplies and other
ISO certification expenses.

Income from Operation. Income from operation for the year ended
December 31, 2020 decreased by P19.781 billion, lower by 99.54% or
P91.741 million compared to the December 31, 2019 figure of P19.873 billion.
Said unfavorable variance was the resulting effect of the reasons discussed
above.

Other Income (Charges). This account posted a balance of P1.309 million
for the year ended December 31, 2020 compared to the amount of P626.579
million for the restated year ended balance of December 31, 2019. The
decrease was mainly due to the recognition of income from issuance of free-
carry shares in CCEC and SLTR5 in 2019.

Comprehensive Income (Loss). Net Comprehensive Loss for the year
ended December 31, 2020 amounted to P166.206 million compared to the
net income of P13.883 billion for the year ended December 31, 2019. The
variance was due to the significant increase in Changes in Fair Value of
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Investment Property brought about by appraisal of Investment Property in
2019.

Financial Position

Current Assets. Current assets increased by 5.89% or P102.709 million from
P1.742 billion as of December 31, 2019 to P1.845 billion as of December 31,
2020 mainly due to the cash flows provided by the Company’s operating and
investing activities.

Current Liabilities. Current liabilities increased by 2.73% or P272.212 million
from P9.966 billion as of December 31, 2019 to P10.239 billion as of
December 31, 2020 mainly due to the accrual of the 2% penalty charges on
unpaid concession fee payable to the Toll Regulatory Board (TRB) and
unearned income from lease revenue.

Stockholder’s Equity. Stockholder’s Equity as of December 31, 2020
totalled P18.044 billion vis-a-vis the stockholders’ equity as of December 31,
2019 in the amount of P18.216 billion. The decrease in the account is
attributable to the recognized gain in change in fair value of investment
property in 2019.

Presented hereunder is the discussion of the Company’s key
performance indicators:

As of
12/31/2019
12/31/2020 (As
Restated)

Performance Indicators

Explanation

Current/Liquidity Ratios
Current Ratio (Current Assets 0.18 0.17 This ratio evaluates the ability of the company to
Divided by Current Liabilities) pay its current debt promptly.

Current ratio of 0.18 as of December 31, 2020
slightly increased from 0.17 as of December
2019 due to cash inflows provided by operating

activities.
Solvency Ratios
Debt to Assets (Total 53.68% 53.13% Shows what percentage of the business is not
Liabilities Divided by Total owned by the stockholders. Determines how
Assets) much of the company is financed by debts.

The ratio increased from 53.13% as of December
31, 2019 to 53.68% as of December 31, 2020
brought mainly by the increase in short-term
investment as offset by accrual of the 2% penalty
charges on unpaid concession fees.
115.91%
113.37%
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Debt to  Equity (Total
Liabilities Divided by Total

Equity)

Asset to Equity Ratio (Total
Assets Divided by Total

Equity)

Interest Rate Coverage Ratio

(Income Before
Interest/Penalty/Penalty and
Taxes Divided by

Interest/Penalty)

Profitability Ratios
Return on Assets (Net Income

(Loss) Divided by Total
Assets)

Return on Equity (Net Income
(Loss) Divided by Total Equity)

215.91%

0.36

-0.43%

-0.92%

213.37%

54.81

35.72%

76.21%

Shows the proportion of the creditors’ capital to
the business’ total capital. Measures the degree
to which the assets of the business are financed
by the debts and stockholders of the business.

The ratio of 113.37% as of December 31, 2019
vis-a-vis the ratio of 115.91% as of December 31,
2020 resulted mainly from the deposits paid by
tenants from the leased FCA property.

Measures the total debt the company takes to
acquire assets. Measures the company’s
capability to pay debts.

The increase in ratio from 213.37% as of
December 31, 2019 to 215.91% as of December
31, 2019 was due to the comprehensive loss
incurred in 2020 .

Determines how easily a company can pay
interest on outstanding debt.

The ratio decrease from 54.81 as of December
31, 2019 to 0.36 as of December 31, 2020 due to
recognition of income resulting from the gain in
change in fair value of investment property for
the year ended 2019.

Measures the Company’s earnings in relation to
all the resources it had at its disposal.

The ratio of 35.72% as of December 31, 2019 vis-
a-vis the negative ratio of 0.43% as of December
31, 2020 resulted from the incurrence of loss of
P166.206 million for the reporting period
compared with the recognized comprehensive
income of P13.883 billion for the year ended
2019 due to the recognition of the gain in change
in fair value of investment property in 2019 in the
amount of P19.107 billion.

Measures the rate of return on the ownership
interest of the company’s stockholders.
Determines the productivity of the owners’
capital.

The decrease in the ratio from 76.21% to a
negative ratio 0.92% is attributable to the
incurrence of loss for the year ended December
31, 2020.

@ Any known trends or any known demands, commitments, events or
uncertainties that will result in or that are reasonably likely to result in the
Company’s liquidity increasing or decreasing in any material way. Indicate
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(i)

(iii)

(iv)

course of action that the Company has taken or proposes to take to
remedy the deficiency.

i.a The Company’s inability to settle its outstanding obligations with the Toll
Regulatory Board and the National Government brought about by the
difficulties in collecting its receivables from various government
agencies.

i.b Pending labor cases which consists of those filed against the Company
involving dismissal, backwages, and separation pay. Most of these
cases have been ruled by the Labor Arbiter in favor of the complainants,
pending appeal by the Company before the National Labor Relation
Commission (NLRC).

i.c Pending civil cases which consists of those filed against the Company
involving damages, collection of money, and attorney’s fees which are
still on litigation before the various regional Trial Courts (RTC).

i.d Pending assessments on deficiency taxes. Discussion is contained
under Note 32 of the 2020 Audited Financial Statements, including
courses of actions already undertaken by the Company to address the
issue.

Having encountered this liquidity concern, the Company implemented a
program of manpower rightsizing and corporate restructuring in 2001 and
has been pursued gradually until this year. Also, the Company will continue
to pursue and invigorate its revenue share from Joint Venture Companies,
earnings from leased FCA property, and the contracted participation in the
Joint Venture’s Skyway Stage 3, C6 Projects, Pasig River Expressway
(PAREX) Project, Quezon-Bicol Expressway (QUBEX) and South Luzon Toll
Road 5 (TR5) Project. Partnership with PT Citra Lamtoro for the
implementation of the Metro Manila Expressway of C6 and Metro Manila
Skyway Stage 3 and the completion and commercial operation on revenue
sharing basis for both Project Roads. The revenue scenario best rests on
the policy directions intended by the Board and the NG through the
PMO/DOF. Discussion in detail, is presented under Note 3 of the 2020
Audited Financial Statements.

Any events that will trigger direct or contingent financial obligation that is
material to the Company, including any default or acceleration of an
obligation.

The default in payment of its TRB loan, the recognition of debts to the NG,
and the pending assessments on tax deficiencies.

There are no material off-balance sheet transactions, arrangements.

There are no material commitments for capital expenditures.
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V)

(vi)

(vii)

Any known trends, events or uncertainties that have had or that are
reasonably expected to have a material favorable or unfavorable impact on
net sales or revenues or income from continuing operations.

v.a

v.b.

V.C.

v.d

The continued decline in the construction industry resulted to the
Company’s incurrence of severe losses from the said operation. Thus,
to prevent from suffering greater losses as it had experienced for the
last several years, Management decided to veer away with the
construction business (since 2002) and focus on its tollways operation.

The turnover of the North Luzon Tollway operations to the MNTC on
February 10, 2005 had affected the revenue generating capacity of the
Company.

The hand-over of the South Luzon Tollway operation to the SLTC on
May 02, 2010 likewise had an unfavorable impact on the Company’s
revenue.

The Supreme Court decision, in Ernesto B. Francisco vs. TRB, PNCC et.
al. (G.R. Nos. 166910, 169917, 173630, and 183599, October 19, 2010)
and in the case of Strategic Alliance Development Corporation vs.
Radstock Securities Limited et. al. (G.R. No. 178158, December 04,
2009), ruled and declared that with the expiration of PNCC’s franchise,
the toll assets and facilities of PNCC were automatically turned over, by
operation of law, to the National Government (NG) at no cost and,
consequently, this inevitably resulted in the latter’s owning too of the toll
fees and the net income derived after May 01, 2007 from the toll assets
and facilities, including the Company’s percentage share in the toll fees
collected by the joint venture companies currently operating the
tollways.

Pending TRB’s issuance of the Final Implementing Rules and Guidelines
relative to the determination of the net income remittable by the
Company to the National Government, the Company receives only the
following revenue shares based on TRB’s interim guidelines: 10% of 6%
share on the MNTC gross revenue; 10% of 3.5% share on the CMMTC
gross revenue; and 10% of 3.00% share on the SLTC gross revenue. It
also receives 10% dividend in the equity share from the said Joint
Venture Companies.

There are no significant elements of income or loss that did not arise from
the Company’s continuing operations.

There are no seasonal aspects that had a material effect on the financial
condition or results of operations of the Company.
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(viij Material changes to the Company’s Statement of Financial Position as
of December 2020 compared to December 31, 2019 (increased /
decrease of 5% or more)

Cash and cash equivalents decreased by P9.704 million or 7.20% from
P134.697 million as of December 31, 2019 to P124.994 million as of
December 31, 2020 due to the cash flows provided by the Company’s
operating and financing activities.

Short term investment increased by P146.877 million or 12.38% from
P1,186.189 billion as of December 31, 2019 to P1,333.066 billion as of
December 31, 2020 due to the cash inflows from operating activities.

Accounts Receivable — Loans and Receivable Accounts decreased by
P77.623 million or 57.04% from P136.095 million as of December 31, 2019
to P58.471 million as of December 31, 2020 mainly due to the decreased in
uncollected revenue from supply of manpower to Skyway O&M Corporation.

Accounts Receivable — other receivable increased by P44.762 million or
43.72% from P102.373 million to P147.134 million due mainly to the
increased in uncollected revenue shares from Joint Ventures and various
tenants at Financial Center Area (FCA).

Deferred tax assets decreased by P4.922 million or 12.68% from P38.811
million as of December 31, 2019 to P33.889 million as of December 31, 2020
due to carry forward benefit of unapplied tax credits and excess of MCIT
over the regular corporate income tax.

Accounts payable increased by P4.368 million or 29.38% from P14.865
million as of December 31, 2019 to P19.233 million as of December 31, 2020
due to unpaid accounts to suppliers of goods and services that are normally
settled within twelve (12) months from the reporting period.

Inter-Agency payable decreased by P0.733 million or 38.90% from P1.885
million as of December 31, 2019 to P1.152 million as of December 31, 2020
due to decrease in SSS, Philhealth and HDMF liabilities.

Material changes to the Company’s Statement of Income for the year
ended December 31, 2020 compared to the year ended December 31,
2019 (increase/decrease of 5% or more)

Service Income decreased by P17.215 million or 25.55% from P67.369
million as of December 31, 2019 to P50.155 million in December 31, 2020
due to collection of structural repair services- MIAA in 2019 as offset by
increase in the supply of manpower to Skyway O&M Corporation from 156
to 167 in 2019 and 2020, respectively.
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Rental income increased by P4.257 million or 14.63% from P29.097 million
as of December 31, 2019 to P33.354 million as of December 31, 2020
mainly due to the lease of Porac property in Pampanga by Tokogawa Global
Corporation which started in September 2019.

Dividend share from joint venture companies decreased by P18.154 million
or 44.70% from P40.616 million as of December 31, 2019 to P22.462 million
as of December 31, 2020 due to decrease in CMMTC’s declaration and
payment of dividend.

Interest Income increased by P2.927 million or 12.98% from P22.552 million
as of December 31, 2019 to P25.479 million in December 31, 2020 due to
increase in short-term placement from P1.264 billion to P1.333 billion in
2019 and 2020, respectively.

Share in Revenue of Joint Venture decreased by P38.201 million or 31.04%
from 123.052 million as of December 31, 2019 to P84.851 million in
December 31, 2020 due to decrease in Toll revenue brought about by
Pandemic.

Gain on Sale of Property, Plant and Equipment and from Changes in Fair
Value of Investment Property decreased by P19.107 billion or 100.00% due
to recognition of the gain in change in fair value of investment property and
sale of property and equipment brought about by the appraisal of property in
2019.

Other Non-operating Income decreased by 99.79% or P625.270 million from
P626.579 million for the year ended December 31, 2019 to P1.309 million
for the year ended December 31, 2020 primarily due to the recognition of
income from the issuance of free-carry shares in CCEC and SLTRS El in
2019.

General and Administrative Overhead decreased by 4.44% or P17.838
million from P401.709 million for the year ended December 31, 2019 to
P383.871 million for the year ended December 31, 2020 due to the
decrease in Direct Cost and Other Maintenance and Operating Expenses.

Other Comprehensive Income increased by 124.55% or P0.279 million from
a loss of P0.224 million for the year ended December 31, 2019 to P0.055
million for the year ended December 31, 2020 primarily due to the
unrealized gain and losses arising from changes in fair value of investment
classified as financial assets at fair value in 2019 and 2020, respectively.

Comprehensive Income (Loss) decreased by 101.20% or P14.049 billion
from P13.883 billion for the year ended December 31, 2019 to a negative
P166.206 million for the year ended December 31, 2020 due to the
recognition of the gain in change in fair value of investment property 2019.
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IV. NATURE AND SCOPE OF BUSINESS

The Philippine National Construction Corporation (PNCC) is known for its vision,
expertise and landmark projects and has been distinguished partner in Philippine
progress and economic development,

On November 22, 1966 as a consortium of well-known contractor firms, it was
originally incorporated under the name of Construction Development Corporation
of the Philippines (CDCP) for a term of fifty (50) years. CDCP’s entry into the
construction field was a big break-away from tradition. For the first time, the
concept of private financing for the construction of government infrastructure
projects was introduced in the Philippines. Since its establishment, CDCP had
constructed billion pesos worth of engineering and construction projects. This
covered a broad range of projects, from the construction of highways, bridges
and industrial facilities, even land development.

On August 14, 1968, the 28 km. Manila North Expressway (MNEX), a fully fenced
limited access highway consisting of a four-lane divided roadway was opened as
a tollway facility, with CDCP managing its operations and maintenance. It was
originally a project of the Department of Public Highways (now DPWH), but the
completion of the major portion of the project fell on CDCP to pioneer the toll
concept of funding infrastructure. It was carried out under the private financing
scheme provided for under RA 3741. This first big success in public works
construction gave way to CDCP’s rise in the road building industry. The
construction of the Manila South Expressway (MSEX), the second major roadway
project completed by CDCP, was opened on December 16, 1969. It provided a
vital artery to Southern Luzon stretching 15 kilometers from Makati to Alabang.

On March 31, 1977, PD 1113 granted CDCP the franchise to operate, construct,
and maintain the above toll facilities for a period of 30 years. From May 1, 1977
these roadways already then called the North and South Luzon Tollways, were
operated and maintained under the franchise granted to CDCP. The franchise
expired on April 30, 2007.

While the terms of the franchise provided under PD 1113 for the North Luzon
Expressway and the South Luzon Expressway which is thirty (30) years from May
1, 1977 shall remain the same, the franchise granted for the Metro Manila
Expressway and all extensions, linkages, stretches and diversions that may be
constructed after the date of approval of this decree shall also have a term of
thirty (30) years commencing from the date of completion of the project. On
December 22, 1983, PD 1894 was issued further granting PNCC a franchise over
the Metro Manila Expressway (MME), and the expanded and delineated NLEX
and SLEX. PNCC was granted the “right, privilege and authority to construct,
maintain and operate any and all such extensions, linkages or stretches, together
with the toll facilities appurtenant thereto, from any part of the North Luzon
Expressway, South Luzon Expressway and/or Metro Manila Expressway and/or to
divert the original route and change the original end-points of the North Luzon
Expressway and/or South Luzon Expressway as may be approved by the TRB.”
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In 1981, in order to strengthen the financial structure of the Corporation, LOI
1136 was issued mandating the National Development Company (NDC) to invest
the sum of P250 million in CDCP at par value.

In 1983, LOI 1295 was issued directing lender/guarantor government financial
institutions to convert PNCC debts into equity in PNCC. However, only P1.4 billion
of the estimated P7 billion debt was converted to equity and the balance of P5.5
billion remain unconverted due to Central Bank intervention.

The accomplished conversion in 1983 gave the Government a majority
shareholding, and pursuant to this substantial change in ownership, the corporate
name was changed from CDCP to Philippine National Construction Corporation
(PNCC) in the same year. The increase in the company’s capital stock was
approved by SEC on December 7, 1983. By virtue of LOI 1136 and PD 1295,
76.96% of the PNCC'’s voting equity has been held by the then Asset Privatization
Trust (APT), now the Privatization and Management Office (PMO). The PMO was
created on December 8, 1986 by virtue of Proclamation No. 50 that authorized
the privatization program of government. The program is guided by the
Committee on Privatization (COP) that was also created under Proclamation No.
50, and is now called the Privatization Council (PrC). As a result of the aforesaid
PMO holdings, only 12.09% of the Corporation’s voting equity is considered as
under private ownership. However, 24% of GSIS shares is considered private
because owned by government employees and financed by the premiums they

pay.

The Company’s debt of P5.552 billion which remained unconverted to equity is
treated as part of equity in the Company’s books, instead of a liability with the
interest and penalties unilaterally charged thereon by the PMO/BTr amounting to
P52.066 billion and P52.482 billion as of December 31, 2014 and 2013,
respectively, are not considered or taken up in the Company’s books. The
Company maintains the position that the account/amount shall be booked as
equity and not as a liability (inclusive of interests and penalty charges). The
assertion that the P5.552 billion should be part of equity is supported by a
Supreme Court ruling that recognizes the validity of LOI 1295 confirming that the
P5.552 billion is no longer a debt but equity. The Office of the Government
Corporate Counsel, and a private firm engaged by PMO have concurred with this
ruling. Pursuant to the mutual agreement between the Company and the PMO,
the option/authority to convert the mentioned debt into equity was submitted to
the Department of Justice (DOJ) on June 21, 2012 for arbitration. In DOJ
decision dated February 18, 2014 dismissing the Company’s petition against the
PMO, the former filed a Motion for Reconsideration (MR) at the DOJ on March 14,
2014. On January 22, 2015, the DOJ denied the Company’s MR.

Thereafter, the Company filed a Supplement to the MR on May 28, 2015 which
was also denied by the DOJ in its order dated July 13, 2015.
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On June 26, 2015, the Company filed a Notice of Appeal at the Office of the
President (OP) of the Philippines and filed the corresponding Appeal
Memorandum on July 27, 2015. The Company is awaiting the resolution of the
OP on its appeal.

From 1987 to 2001, PNCC still implemented selected construction projects, but
this resulted in losses. Since 2002, the Corporation has refrained from actively
engaging in the construction business, and focused more on the operation and
maintenance of its tollways.

Earlier in 1995, PNCC entered into Joint Venture Agreements (JVAs) that resulted
in the division of the Tollways into 3 portions, the North Luzon Expressway
(NLEX), the Skyway, and the South Luzon Expressway (SLEX). The objective
was to improve the manner by which the tollways were operated and maintained.

The NLEX JVA was entered into originally with First Philippine Infrastructure
Development Corporation (FPIDC) together with Leighton Contractor Asia Ltd.
and Egis Project Systems, which formed the JV company, Manila North Tollways
Corporation (MNTC). The operation of the NLEX was officially turned over to
MNTC on February 10, 2005, where PNCC had 20% shareholding. PNCC’s
inability to respond to succeeding capital calls limited its participation to 2.5% in
MNTC. FPIDC was acquired by the Pangilinan (MVP) Group in November 2008.
In the O&M company for NLEX, the Tollway Management Corp. however, PNCC
is a 20% shareholder.

For the South Luzon Tollways, PNCC entered into a partnership with Indonesia’s
P.T. Citra Lamtoro Gung Persada to build the elevated toll road or Skyway
System from Nichols to Alabang and to upgrade the at-grade portion for the same
stretch. Citra Metro Manila Tollways Corporation (CMMTC) is the Joint Venture
Company and concessionaire, and has been running these segments since 1999.
The PNCC Skyway Corporation (PSC) originally managed the operation and
maintenance of the Skyway System and its corresponding at-grade section, but
due to operational inefficiencies, PSC suffered financial losses. The Skyway
Operation and Maintenance Corporation (SOMCO) took over the operations and
maintenance of the Skyway Systems in 2008. PNCC has 11% share in CMMTC
(also diluted from 20%) and a 20% share in SOMCO, which up to this day
remains unissued to PNCC because of legal disputes with CMMTC.

For the Alabang to Calamba stretch, PNCC entered into a JVA with the Malaysian
Corporation, MTD Manila Expressways, Inc. (MTDME) under the corporate name
of South Luzon Tollway Corporation (SLTC). Under this JVA, are the following
South Luzon Expressway (SLEX) Projects: the rehabilitation and upgrading of the
Alabang Viaduct, the expansion and rehabilitation of the Alabang to Calamba
segment, and the construction of a 7.8 km. toll road extension from Calamba to
Sto. Tomas, Batangas. The O&M company for the said stretch is the Manila Toll
Expressway Systems, Inc. (MTESI). PNCC owns 20% of SLTC and 40% of
MTESI.
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San Miguel Corporation and its partner Citra Group of Indonesia had acquired an
80% indirect equity interest in SLTC and 60% in MTESI. The acquisition was
made by its wholly-owned subsidiary San Miguel Holdings Corporation (SMHC)
and Atlantic Aurum Inc., the joint venture corporation of SMHC and the Citra
Group. SMHC has accepted the invitation of the Citra Group of Indonesia to
invest in Atlantic Aurum Inc, the corporate vehicle of the Citra Group which has a
controlling equity interest in CMMTC, the concession holder and operator of the
Skyway project.

Although the original franchise of PNCC expired on April 30, 2007, the Toll
Regulatory Board (TRB) issued a Toll Operations Certificate (TOC) dated April 27,
2007 to PNCC, for the continued Operation and Maintenance of the SLEX. The
said authority from the TRB, pursuant to its powers under PD 1112, allowed
PNCC to operate and maintain the SLEX and to collect toll fees, in the interim.
The effective date of the TOC commenced on May 1, 2007, but in no case to
exceed the date of substantial completion of the SLEX Project Toll Roads under
the STOA dated February 1, 2006, or unless sooner revoked by the Board.On
April 8, 2010, the TRB issued the Certificate of Substantial Completion for Project
Toll Roads 1 and 2, and accordingly issued the Toll Operation Permit (TOP) over
the said Project Toll Roads to MATES. On May 2, 2010, the operation and
maintenance of the SLEX was officially turned over to SLTC and MATES.

A Subscription Agreement was also executed by and among the Alabang-Sto.
Tomas Development Inc. (ASDI), the NDC, and the PNCC on November 14, 2008,
wherein PNCC subscribed to 12,500 shares from the unissued portion of the
150,000 shares authorized capital stock (with par value of P1,000 per share) of
ASDI. ASDI is a joint venture company between PNCC and NDC and
incorporated to undertake the Daang Hari-SLEX connector road (DHLRP).In
2009, as the construction activities of the DHSLRP was underway, PNCC infused
additional equity to total P255 million, thereby increasing its ownership share to
51%.

On December 15, 2009, a Memorandum of Agreement (MOA) for the Advance
Works on the Daang Hari-SLEX Link Road Project (DHSLRP) was entered into by
and among the ASDI and PNCC. The Corporation was designated as the Main
Turnkey Contractor responsible for undertaking the Advance Works and to
implement of the design and construction of the Road Project, which consists of a
toll road facility connecting Daang Hari Road in Cavite to the SLEX adjacent tothe
Susana Heights Interchange. The project was 25% complete when the DPWH,
pursuant to its PPP mandate, took over the project for the purpose of bidding it
out. The project was bidded out and awarded to Ayala Corporation in the amount
of P90OOM and ASDI was reimbursed in the amount of P353M representing its
cost plus a premium for its efforts.

Meanwhile, pursuant to Executive Order No. 605 which directed all government
agencies to install a Government-wide quality management program, and prior to
the above turn-over to MATES, PNCC has acquired and maintained an 1ISO 9001
Certification to cover its expressway operations in the SLEX.The company, with

45|Page



the full support of its Board, adopted and implemented its Quality Management
System Manual. On December 15, 2009, Stage 1 (Documentation) Certification
Audit was conducted by a Certification Body, the SGS Philippines. Before the
end of the first quarter of 2010, SGS Philippines, Inc. granted to PNCC the ISO
9001:2008 Quality Management System Certificate for Tollway Management.
The certificate was valid from 18 March 2010 until 17 March 2013.

About the same period in Ernesto B. Francisco vs. TRB, PNCC et. al. (G.R. Nos.
166910, 169917, 173630, and 183599, October 19, 2010) and in the case of
Strategic Alliance Development Corporation vs. Radstock Securities Limited, et.
al (G.R. No. 178158, December 4, 2009), the Supreme Court ruled and declared
that with the expiration of PNCC’s franchise, the toll assets and facilities of PNCC
were automatically turned over, by operation of law, to the National Government
(NG) at no cost. Consequently, this resulted in the latter’s ownership of the toll
fees and the net income derived, for the period starting May 1, 2007, from the toll
assets and facilities, including PNCC’s percentage share in the toll fees collected
by the joint venture companies currently operating the tollways. This has
adversely affected PNCC’s entitlement to a share in the gross proceeds of the
operation of the SLEX and dividends, if declared.

PNCC through the Office of Government Corporate Counsel (OGCC) filed a
Motion for Clarification with the Supreme Court (SC) asking for definition of “Net
Income”. The SC resolved to grant the Motion of PNCC. In addition, it ordered
the Toll Regulatory Board (TRB) with the assistance of Commission on Audit
(COA) to formulate the Guidelines to determine what can be retained by PNCC to
determine the Net Income to be remitted to NG. Due to inevitable delays and in
fairness to PNCC, the TRB on 22 March 2012, issued “Interim Guidelines” that
determined amounts to be remitted to the NG and PNCC “by the JV Companies
in relation to the operation of the NLEX and SLEX projects respectively.”Detailed
discussion on revenue and dividend share from joint venture companies were
described in Notes 19 of Financial Statement, page 81 of this report.

On May 3, 2011, the company and its partner for Skyway Toll Projects, CITRA
Lamtoro Gung Persada, submitted to TRB an Updated Joint Venture Investment
Proposal (UJVIP) for the Metro Manila Skyway (MMS) Stage 3 Projectpursuant to
one of the provisions of Supplemental Toll Operations Agreement dated
November 27, 1995 as amended on July 18, 2007. The 14.8 kilometer Stage 3
Project starts from the existing Buendia interchange and will be extended and
eventually connected to the North Luzon Expressway at Balintawak — EDSA
Interchange. The Toll Regulatory Board (TRB) reviewed, evaluated and approved
the UJVIP.

On January 9, 2012, a Supplement to the Business and Joint Venture Agreement
(Supplement BJVA) was executed by the Company and CITRA which governs the
implementation of the MMS Stage 3 Project and Stage 4 of the Project also
known as Metro Manila Expressway (MME). The parties also executed the
Second Supplement to the Business Joint Venture Agreement (Second
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Supplement to BJVA) which contains the terms and conditions for the
implementation of both MMS and MME.

On September 6, 2012, the Restated Second Supplement to BJVA was executed
which contains the entire agreement of the parties ad embodies the final terms
and conditions for MMS.

On November 12, 2012, following Section 1 of the Restated Second Supplement
to BJVA, Citra Central Expressway Corporation (CCEC), the joint venture
company, was incorporated as the vehicle to implement the financing, design,
and construction of the MMS.

On September 26, 2013, the Supplemental Toll Operation Agreement (STOA)
governing the design, construction, operation and maintenance of the MMS
Stage 3 was approved by the Office of the President of the Philippines. Under the
STOA, the Company is provided with 20% equity in CCEC, 10% is free carry and
can never be diluted while the other 10% is to be paid for. In 2015, when the call
was made for a capital increase investment in CCEC, the Company waived its
subscription rights for the 10%. The initial 10% investment in CCEC amounted to
P12.5 million. The Company waived its right in the Operation and Maintenance
(O&M) company in exchange for the shares in gross revenues. The start of
commercial operations of the MMS Project is expected in 2017.

On October 14, 2013, Executive Order No. 141 was issued transferring the
Philippine National Construction Corporation from the Department of Trade and
Industry (DTI) to the Office of the President (OP) of the Philippines.

In January 2014, the Restated Supplement to the BJVA for MME was executed.
The MME or C6 Project or the Stage 4 of SMMS will stretch from Bicutan to San
Jose Delmonte and then will connect to the proposed MRT7 Project which will
extend to the NLEX. The toll road will have a length of 34.33 km. Patterned from
the MMS Project, the Company is provided with 20% equity in Citra Intercity
Tollways Inc. (CITI), the joint venture company incorporated as the vehicle to
implement the financing, design, and construction of the MME. 10% of the CITI
equity is free carry and can never be diluted. On August 11, 2014, the
Supplemental Toll Operation Agreement was approved by the Office of the
President of the Philippines. The start of commercial operations of the MMS
Project is in 2020.
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Stockholders

There are 4,829 holders of common equity security of the Company as of June 30,
2023 (based on the number of account registered with the Stock Transfer Agent).

The following are the top 20 holders of the common securities of the Company:

No. of Common % (of Common
Stockholders Name Shares Shares)’
1 Republic of the Phils. through the PMO 79,271,024 45.4419%
2 | Government Service Insurance System (GSIS) 47,490,383 27.2237%
3 Wellex Petroleum, Inc. 17,215,976 9.8690%
4 PCD Nominee Corp. — Filipino 11,860,578 6.7990%
5 Universal Holdings Corp. 9,419,915 5.3999%
6 Cuenca Investment Corp. 909,277 0.5212%
7 | Land Bank of the Philippines 657,836 0.3771%
8 Unigrowth Development Corp. 630,625 0.3615%
9 Benito, Vicente S. 588,000 0.3371%
10 | Gow, Jimmy N. 274,000 0.1571%
11 | Cruz, F. F. & Co,, Inc. 252,630 0.1448%
12 | Blue Chip Assets, Inc. 244,700 0.1403%
13 | Adachi, Sueo 184,025 0.1055%
14 | Chung, Felix 173,900 0.0997%
15 | Alpapara, Johnson 170,000 0.0975%
16 | Go, Le Khim S. 150,000 0.0860%
17 | Benpres Corporation 140,000 0.0803%
18 | Cruz, Felipe F. 135,993 0.0780%
19 | Montelibano, A. Hijos, Inc. 120,750 0.0692%
20 | Carnet Machineries & Invest. Corp 119,842 0.0687%

'based on the total common shares subscribed and issued of 174,444,759

V. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED
STOCKHOLDERS MATTERS

Market Information

Registrant’s common shares are listed with the Philippine Stock Exchange. The
Registrant was listed on 13 March 1974.

Trading of shares was suspended on May 16, 2008, for this reason, no transaction
was recorded for the last three (3) years. Last transaction date was on February 4,
2008, high at P6.00 per share and February 11, 2008 and low at P3.60 per share.

Dividends

Dividends may be declared annually or often as the Board of Directors may
determine. The Board of Directors may declare dividend only from the surplus
profits of the Corporation.

With the approval of the stockholders representing two-thirds (?/s) of all the
outstanding capital stock entitled to vote, given at a general meeting or at a special
meeting duly called for the purpose, the Board may declare that dividends ne paid in
stock.

Recent Sale of Unregistered Securities

48|Page



None

Stock Options

None
V1. COMPLIANCE WITH LEADING PRACTICE ON CORPORATE GOVERNANCE

The Board of Directors adopted the Revised Manual on Corporate Governance on
May 15, 2017 pursuant to the objectives of Sec Memorandum Circular No. 19, Series
of 2016, and consistent with the prescribed provisions of the therein referred to
“Code of Corporate Governance for Publicly Listed Companies” as approved by the
Securities and Exchange Commission and consistent with commitments made in the
2022 Integrated Annual Corporate Governance Report (IACGR) that was filed by the
Company with the SEC and PSE.

Board meetings are held monthly or as often as necessary. The Board maintained
the following committees to assist in good governance:

Executive Committee. Has the power to pass and act upon matters affecting
general policy and upon such matters as the Board of Directors may entrust to it for
action in between meetings of the Board.

Audit & Finance Committee. Worked hand in hand to oversee the financial
reporting process, system of internal control, audit process and monitoring of
compliance with applicable laws, rules and regulations.

Corporate Governance Committee. Establishes a formal and transparent
procedure for developing a policy on remuneration of directors and officers to
ensure that their compensation is consistent with the corporation’s culture, strategy
and the business environment in which it operates.

Legal and Compliance Committee. Review major issues regarding the status of the
Company’s compliance with laws and regulations, as well as major legislative and
regulatory developments that may have significant impact on the Company.

Performance Agreement Negotiation (PAN) Committee. Responsible for the
timely submission of Performance Report pursuant to commitment in the
Performance Agreement with the GCG. They also act in an advisory capacity to
assess goals, strategies and action plans, which will be reviewed by the full
Board. They assist the Board and Management in the development of an effective
strategic planning process and planning calendar to realize the vision and
accomplish the mission of PNCC.

Business Development Committee. Task to assist the Board in fulfilling its

responsibilities for overseeing and facilitating the development, implementation and
monitoring of the Company's business strategies and plans.
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The company is committed to promote and pursue corporate governance reforms
and to continuously observe principles of fairness, accountability and transparency.

The Governance Commission on GOCCs (GCG), established in October 2015 the
Corporate Governance Scorecard (CGS) for GOCCs, developed using a
methodology benchmarked against the Principles of Corporate Governance of the
Organization for Economic Co-operation and Development (OECD) and the ASEAN
Corporate Governance Scorecard. The CGS aims to annually assess the Corporate
Governance performance of GOCCs to be at par with the ASEAN state-owned
enterprises. The CGS assesses each GOCC’s governance policies and practices on
Stakeholder Relationships, Disclosure and Transparency, and Responsibilities of the
Board. For 2021, the Company has a final CGS rating equivalent to “Excellent”. The
assessment for 2022 is still on-going.

Moreover, the Institute of Corporate Directors (ICD), the duly appointed domestic
ranking body of Securities and Exchange Commission (SEC) has recently concluded
the 2022 assessment of the Philippine Publicly Listed Companies (PLCs) under the
ASEAN Corporate Governance Scorecard (ACGS). The Company has a total score
of 50.83 out of 130 maximum attainable points.

As of December 31, 2022, the Company was not able to fully satisfy the Manual on
Corporate Governance because of peculiar circumstances of PNCC as a corporation.
The Board is taking the preliminary steps to move towards the adherence to
principles and practices of good corporate governance.
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ilippine National C fon C i
Quarter Statement of Financial Position
As of June 30, 2023 and December 31, 2022
(in Philippine Peso)

As of June 30, As of December 31,
2022
2023 (Audited)
Assets
Current Assets

Cash and Cash Equivalents P 16,881,489.26 P 17,039,888.73
Cash on Hand 335,000.00 525,000.00
Petty Cash 335,000.00 525,000.00
Cash in Bank-Local Currency 16,546,489.26 16,514,888.73
Cash in Bank-Local Currency, Current Account 13,601,618.41 13,594,065.56
Cash in Bank-Local Currency, Savings Account 2,944,870.85 2,920,823.17
Receivables 396,112,273.82 449,880,614.05
Loans and Receivable Accounts 197,987,872.35 274,345,688.20
Accounts Receivable 300,241,005.20 307,966,276.24
Allowance for Impairment-Accounts Receivable (172,137,108.00) (172,137,108.00)
Interests Receivable 12,149,019.71 8,442,907.13
Allowance for Impairment-Interests Receivable (163,499.30) (163,499.30)
Contributions and Premiums Receivable 8,160.00 18,455.00
Receivables from Joint Ventures 57,890,294.74 130,218,657.13
Lease Receivable 33,422,681.89 10,804,825.89
Operating Lease Receivable 33,422,681.89 10,804,825.89
Inter-Agency Receivables 150,831,586.23 150,901,795.84
Due from National Government Agencies 150,000,000.00 150,000,000.00
Due from Subsidiaries 831,586.23 901,795.84
Other Receivables 13,870,133.35 13,828,304.12
Due from Officers and Employees 477,092.58 496,274.86
Other Receivables 35,806,270.77 35,745,259.00
Allowance for Impairment-Other Receivables (22,413,230.00) (22,375,281.00)
Allowance for Impairment-Due from Officers and Employees - (37,948.74)
Other Investments 2,153,264,943.78 1,895,446,413.50
Investments in Time Deposits 2,153,264,943.78 1,895,446,413.50
Investments in Time Deposits-Local Currency 2,153,264,943.78 1,895,446,413.50
Inventories 2,547,063.39 2,305,269.50
Inventory Held for Consumption 2,547,063.39 2,305,269.50
Office Supplies Inventory 557,641.89 482,820.32
Medical, Dental and Laboratory Supplies Inventory 501,738.42 499,642.54
Fuel, Oil and Lubricants Inventory 698,858.21 554,724.11
Other Supplies and Materials Inventory 4,788,787.09 4,768,044.75
Allowance for Impairment-Other Supplies and Materials Inventory (3,999,962.22) (3,999,962.22)
Other Current Assets 40,206,835.26 35,898,048.27
Prepayments 40,206,835.26 35,898,048.27
Prepaid Insurance 150,141.83 450,205.47
Creditable Input Tax 74,571.46 74,571.46
Withholding Tax at Source 39,946,215.72 33,705,693.77
Other Prepayments 35,906.25 35,906.25
Prepaid Registration - 1,631,671.32
Total Current Assets 2,609,012,605.51 2,400,570,234.05

Non-current Assets
Financial Assets 771,970.00 771,970.00
Financial Assets at Fair Value Through Other Comprehensive Income 771,970.00 771,970.00
Financial Assets at Fair Value Through Other Comprehensive Income 771,970.00 771,970.00
Receivables 98,491,690.23 98,469,394.23
Loans and Receivable Accounts 46,727,617.35 46,727,617.35
Accounts Receivable 50,879,182.48 50,879,182.48
Allowance for Impairment-Accounts Receivable (4,151,565.13) (4,151,565.13)
Other Receivables 51,764,072.88 51,741,776.88
Other Receivables 52,433,458.75 -

Allowance for Impairment-Other Receivables (669,385.87)

Due from Officers and Employees 52,411,162.75

Allowance for Impairment-Due from Officers and Employees - (669,385.87)
Investments in Subsidiaries 61,200,000.00 61,200,000.00
Investments in Subsidiaries 225,193,889.06 225,193,889.06
Allowance for Impairment-Investments in Subsidiaries (163,993,889.06) (163,993,889.06)
Investments in Joint Venture 1,485,816,700.00 1,485,816,700.00
Investments in Joint Ventures 1,485,816,700.00 1,485,816,700.00
Other Investments 2,275,882.95 2,275,882.95
Other Investments 2,275,882.95 2,275,882.95
Investments in Stocks 13,368,079.47 13,368,079.47
Allowance for Impairment-Investments in Stocks (13,186,921.52) (13,186,921.52)
Other Investments 2,381,325.00 2,381,325.00
Allowance for Impairment-Other Investments (286,600.00) (286,600.00)
Investment Property 37,148,652,772.08 37,148,652,772.08
Land and Buildings 37,148,652,772.08 37,148,652,772.08
Investment Property, Land 37,001,297,000.00 37,001,297,000.00
Investment Property, Buildings 151,050,916.01 151,050,916.01
Accumulated Depreciation-Investment Property, Buildings (3,695,143.93) (3,695,143.93)
Property, Plant and Equipment 2,192,832,509.41 2,194,163,819.45
Land 2,164,802,028.40 2,164,802,028.40
Land 2,164,802,028.40 2,164,802,028.40
Land Improvements 8,726,000.00 8,726,000.00
Other Land Improvements 32,348,465.34 32,348,465.34
Accumulated Depreciation-Other Land Improvements (23,622,465.34) (23,622,465.34)
Infrastructure Assets - -
Road Networks 2,182,996,127.47 2,182,996,127.47
Accumulated Depreciation-Road Networks (2,182,996,127.47) (2,182,996,127.47)
Buildings and Other Structures 14,780,384.28 15,649,813.26
Buildings 122,092,815.66 122,092,815.66
Accumulated Depreciation-Buildings (107,312,431.38) (106,443,002.40)
Machinery and Equipment 883,500.83 983,505.81
Office Equipment 6,935,605.77 7,001,405.77
Accumulated Depreciation-Office Equipment (6,962,564.54) (7,005,506.42)
Information and Communication Technology Equipment 15,914,225.43 15,914,225.43
Accumulated Depreciati and Cc Technology (15,805,913.47) (15,753,470.03)
Communications Equipment 2,685,032.22 2,685,032.22
Accumulated Depreciation-Communications Equipment (2,684,907.23) (2,684,907.23)
Construction and Heavy Equipment 28,131,387.33 28,131,388.33
Accumulated Depreciation-Construction and Heavy Equipment (27,330,286.13) (27,322,920.05)
Medical Equipment 33,847.97 33,847.97
Depreci Medical (33,834.98) (33,834.98)

Sports Equipment 181,801.83 181,801.83
Depi P (181,697.83) (181,697.83)

Other Machinery and Equipment 2,060,650.47 2,060,650.47
Accumulated Depreciation-Other Machinery and Equipment (2,059,846.01) (2,042,509.67)
Transportation Equipment 3,555,718.60 3,865,272.16
Motor Vehicles 33,707,972.86 33,707,972.86
Accumulated Depreciation-Motor Vehicles (30,152,254.26) (29,842,700.70)
Furniture, Fixtures and Books 84,874.30 137,196.82
Furniture and Fixtures 11,242,575.71 11,242,575.71
Accumulated Depreciation-Furniture and Fixtures (11,226,184.87) (11,174,297.59)
Books 1,965,756.40 1,965,756.40
Accumulated Depreciation-Books (1,897,272.94) (1,896,837.70)
Leased Assets Improvements 3.00 3.00
Leased Assets Improvements, Land 4,373,670.13 -
Accumulated Depreciation-Leased Assets Improvements, Land (4,373,667.13) -
Leased Assets Improvements, Buildings and Other Structures - 4,373,670.13
Accumulated Depreciation-Leased Assets Improvements, Buildings and Other Structures - (4,373,667.13)
Deferred Tax Assets 24,542,414.37 24,542,414.37
Deferred Tax Assets 24,542,414.37 24,542,414.37
Deferred Tax Assets 24,542,414.37 24,542,414.37
Other Non-current Assets 87,759,117.45 87,754,117.68
Deposits 72,286,988.55 72,286,988.55
Guaranty Deposits 71,072,000.00 71,072,000.00
Other Deposits 1,214,988.55 1,214,988.55
Restricted Fund 16,233,945.17 16,228,945.17
Restricted Fund 16,233,945.17 16,228,945.17
Other Non-current Assets (761,816.27) (761,816.04)
Deferred Charges/Losses 6,802,732.68 6,802,732.68
Other Non-current Assets 247,721.79 247,728.02
Accumulated Impairment Losses-Other Assets (7,812,276.74) (7,812,276.74)
Total Non-current Assets 41,102,343,056.49 41,103,647,070.76
Total Assets P 43,711,355,662.00 P 43,504,217,304.81
ti P 10,741,389,611.93 P 10,606,101,949.01

Payables 33,433,095.92 26,086,333.00

Accounts Payable 33,433,095.92 26,086,333.00
Other Financial Liabilities 10,707,956,516.01 10,580,015,616.01
Other Financial Liabilities 10,707,956,516.01 10,580,015,616.01




Inter-Agency Payables
Inter-Agency Payables
Due to BIR
Due to Pag-1BIG
Due to PhilHealth
Due to 555
Income Tax Payable
Trust Liabilities

bi
Customers' Deposits Payable
Deferred Credits/Unearned Revenue/Income
Deferred Credits
Output Tax
Other Deferred Credits
Unearned Revenue/Income
Unearned Revenue/Income-Investment Property
Total Current Liabilities

abilities
Guaranty/Security Deposits Payable
Deferred Tax Liabi
Deferred Tax Liabilities
Deferred Tax Liabiliti
Total Non-current Liabl
Total Lia s

Equity
Revaluation Surplus
Revaluation Surplus
Revaluation Surplus
Retained Earnings/(Deficit)
Retained Earnings/(Deficit)
Retained Earnings/(Deficit)
Stockholders' Equity
Stockholders' Equity
Share Capital
Share Premium
Subscribed Share Capital
Subscriptions Receivable
Treasury Shares
Other Equity Instruments
Other Comprehensive Income
Unrealized Gain/(Loss)
Unrealized Gain/(Loss)
Unrealized Gain/(Loss) from Changes in the Fair Value of Financial Instruments
Total Equity

Total
Liabilities

Equity

24,265,636.26
24,265,636.26
122,022.14
259,695.65
227,642.49
1,115,339.59
22,540,936.39
123,602,523.08
123,602,523.08
23,602,523.08

12,198,395.20
12,198,395.20
261,324.87
264,024.51
232,205.29
1,067,481.73
10,373,358.80
123,602,523.08
123,602,523.08
123,602,523.08

58,715,632.12
43,715,632.12
21,004,290.84
22,711,341.28
15,000,000.00
15,000,000.00
10,947,973,403.39

3,789,628.75
3,789,628.75
3,789,628.75
9,814,416,870.99
9,814,416,870.99
814,416,870.99

18,206,499.74
20,766,179,903.13

1,636,059,655.86
1,636,059,655.86
1,636,059,655.86
13,500,401,980.52
13,500,401,980.52
13,500,401,980.52
7,808,763,122.49
7,808,763,122.49
46,137,443.18
(56,158,830.50)
(56,158,830.64)
2,339,916,950.64
(16,699,917.50)
5,551,726,307.31
(49,000.00)
(49,000.00)
(49,000.00)
(49,000.00)
22,945,175,758.87

P 43,711,355,662.00

90,238,138.23
37,738,138.23
9,389,412.56
28,348,725.67
52,500,000.00
52,500,0

10,832,141,005.52

3,789,628.75
3,789,628.75
3,789,628.75
9,814,416,870.99
9,814,416,870.99
14,416,870.99

9,818,206,499.74
20,650,347,505.26

1,636,059,655.86
1,636,059,655.86
1,636,059,655.86
13,409,022,021.20
13,409,022,021.20
13,409,022,021.20
7,808,763,122.49
7,808,763,122.49
2,339,916,950.64
46,137,443.18
(56,158,830.50)
(56,158,830.64)
(16,699,917.50)
5,551,726,307.31
25,000.00
25,000.00
25,000.00
25,000.00
22,853,869,799.55

P 43,504,217,304.81

0.00



Philippine National Construction Corporation

Quarter Statement of Comprehensive Income

For the period ended June 30, 2023 and 2022
(in Philippine Peso)

Revenue/lncome
Service and Business Income
Service Income
Other Service Income
Business Income
Rent/Lease Income
Dividend Income
Interest Income
Share in the Profit//Revenue of Joint Venture
Gains
Gains
Gain on Sale of Unserviceable Property
Other Non-Operating Income
Miscellaneous Income
Miscellaneous Income
Total Income

Expenses
Personnel Services
Salaries and Wages
Salaries and Wages-Reqular
Other Compensation
Clothing/Uniform Allowance
Overtime and Night Pay
Year End Bonus
Cash Gift
Mid-Year Bonus
Directors and Committee Members' Fees
Other Bonuses and Allowances
Personnel Benefit Contributions
Pag-IBIG Contributions
PhilHealth Contributions
Employees Compensation Insurance Premiums
Provident/Welfare Fund Contributions
Other Personnel Benefits
Terminal Leave Benefits
Other Personnel Benefits
Maintenance and Other Operating Expenses
Traveling Expenses
Traveling Expenses-Local
Training and Scholarship Expenses
Training Expenses
Supplies and Materials Expenses
Office Supplies Expenses
Fuel, Oil and Lubricants Expenses
Other Supplies and Materials Expenses
Utility Expenses
Water Expenses
Electricity Expenses
Communication Expenses
Postage and Courier Services
Telephone Expenses
Internet Subscription Expenses
Cable, Satellite, Telegraph and Radio Expenses
Professional Services
Legal Services
Auditing Services
Consultancy Services
Other Professional Services
General Services
Security Services
Other General Services
Repairs and Maintenance
Repairs and Maintenance-Buildings and Other Structures
Repairs and Maintenance-Transportation Equipment
Repairs and Maintenance-Other Property, Plant and Equipment
Taxes, Insurance Premiums and Other Fees
Taxes, Duties and Licenses
Fidelity Bond Premiums
Insurance/Reinsurance Expenses
Other Maintenance and Operating Expenses
Advertising, Promotional and Marketing Expenses
Representation Expenses
Membership Dues and Contributions to Organizations
Subscription Expenses
Major Events and Conventions Expenses
Other Maintenance and Operating Expenses
Rent/Lease Expenses
Financial Expenses
Financial Expenses
Bank Charges
Other Financial Charges
Direct Costs
Cost of Services/Contract
Cost of Services/Contract
Non-Cash Expenses
Depreciation
Depreciation-Buildings and Other Structures
Depreciation-Transportation Equipment
Depreciation-Furniture, Fixtures and Books
Depreciation-Other Property, Plant and Equipment
Losses
Other Losses
Total Expenses

Profit/(Loss) Before Tax
Income Tax Expense/(Benefit)
Income Tax Expenses
Profit/(Loss) After Tax
Net Assistance and Subsidy/(Assistance/Subsidy/Contribution)

Net Income/(Loss)

For the period ended June 30,

2023

346,176,715.47
43,306,423.31
43,306,423.31
302,870,292.16
80,357,142.84
21,548,279.30
35,100,568.55
1665,864,301.47
8,444.43
8,444.43
8,444.43
316,071.50
316,071.50
316,071.50

2022

231,434,200.73
38,325,554.30
38,325,554.30
193,108,646.43
17,728,933.10
20,993,510.60
9,188,240.82
145,197,961.91

816,964.49
816,964.49
816,964.49

346,501,231.40

24,062,240.04
13,956,827.76
13,956,827.76
6,732,341.84
312,000.00
475,502.25
1,144,308.12
143,750.04
2,288,981.37
2,342,800.06
25,000.00
1,791,961.70
34,500.00
227,313.20
823,372.50
706,776.00
1,581,108.74
1,234,630.09
346,478.65
19,942,961.71
472,038.16
472,038.16
275,116.54
275,116.54
1,195,342.80
300,382.64
875,962.45
18,997.71
1,096,392.44
124,567.48
971,824.96
617,356.69
7,871.07
397,782.76
204,545.24
7,157.62
3,578,789.61
647,095.70
1,870,494.00
479,000.00
582,199.91
4,796,487.60
4,269,987.60
526,500.00
252,514.50
24,726.00
123,535.54
104,252.96
6,534,001.35
6,127,598.73
9,900.00
396,502.62
1,124,922.02
16,800.00
280,424.67
15,456.00
111,607.14
340,377.83
360,256.38

127,941,400.00
127,941,400.00
500.00
127,940,900.00
37,763,032.66
37,763,032.66
37,763,032.66
1,331,308.04
1,331,308.04
869,428.98
309,553.56
116,194.52
36,130.98

232,251,165.22

24,559,823.63
14,724,922.50
14,724,922.50
6,623,466.94
348,000.00
538,973.05
1,201,074.99
147,916.65
2,360,273.00
2,008,833.25
18,396.00
1,649,142.61
36,300.00
173,378.04
699,837.50
739,627.07
1,562,291.58
1,279,283.86
283,007.72
18,398,721.35
581,348.77
581,348.77
47,880.00
47,880.00
1,865,887.33
605,175.49
1,239,323.91
21,387.93
934,376.55
103,573.31
830,803.24
680,989.04
9,989.60
481,173.11
176,560.51
13,265.82
3,727,713.84
770,910.00
1,813,722.00

1,143,081.84
3,162,039.47
2,979,062.19
182,977.28
611,785.95
183,196.60
404,973.28
23,616.07
6,121,410.96
5,262,516.85
76,662.00
782,232.11
665,289.44
68,858.00
233,239.03
13,800.00
95,749.32
214,512.65
39,130.44
127,948,820.00
127,948,820.00
7,920.00
127,940,900.00
30,371,193.94
30,371,193.94
30,371,193.94
1,971,946.13
1,678,601.87
1,330,062.60
133,014.92
137,992.77
77,531.58
293,344.26
293,344.26

211,040,942.45

135,460,288.95
19,702,860.28
19,702,860.28

203,250,505.05

29,000,660.17
4,953,104.84
4,953,104.84

115,757,428.67

24,047,555.33

115,757,428.67

24,047,555.33



FINANCIAL INFORMATION

Management’s Discussion and Analysis

2" Quarter 2023 vs. 2" Quarter 2022

Results of Operations

Revenue. Revenue for the quarter ended June 30, 2023 stood at £251.063 million, higher by 47.98%
or £81.403 million compared to £169.660 million for the quarter ended June 30, 2022. The increase
was attributable to the increase in JV Revenue Shares and Rental Income vis-a-vis decrease in
Service Income.

Cost of Services. Cost of services account increased by 24.34% or £7.392 million from £30.371
million for the quarter ended June 30, 2022 to £37.763 million for the quarter ended June 30, 2023
due to increase in manpower supply from 227 to 249.

General and Administrative Overhead. Overhead account increased by 3.01% or £1.265 million
from £42.039 million for the quarter ended June 30, 2022 to £43.304 million for the quarter ended
June 30, 2023 due to the additional three (3) Security Guards posted at Sta. Rita property.

Income from Operation. Income from operation for the quarter ended June 30, 2023 increased by
62.79% or £80.138 million from £127.621 million for the quarter ended June 30, 2022 to £207.759
million for the quarter ended June 30, 2023. Said favorable variance was the resulting effect of the
reasons discussed above.

Other Income (Charges). This account posted a balance of £55.642 million for the quarter ended
June 30, 2023 compared to £29.320 million for the quarter ended June 30, 2022. The 89.77%
increase was due to the increases in Interest Income and Dividend Income vis-a-vis decrease in
Depreciation expense.

Comprehensive Income (Loss). Net Comprehensive Income for the quarter ended June 30, 2023
amounted to £115.757 million compared to the net income of £24.048 million for the quarter ended
June 30, 2022. The variance was due reasons stated above.

Financial Position

Current Assets. Current assets increased by 19.85% or £432.060 million from £2.177 billion as of
June 30, 2022 to £2.609 billion as of June 30, 2023 mainly due to the cash flows provided by the
Company’s operating and investing activities.

Current Liabilities. Current liabilities increased by 2.80% or £298.670 million from £10.649 billion as
of June 30, 2022 to £10.948 billion as of June 30, 2023 mainly due to the accrual of the 2% penalty
charges on unpaid concession fee payable to the Toll Regulatory Board (TRB) and inter-agency
payables.

Stockholder’s Equity. Stockholder’s Equity as of June 30, 2022 totalled £22.730 billion vis-a-vis the
stockholders’ equity as of June 30, 2023 in the amount of £22.945 billion. The increase in the
account is attributable to the comprehensive income in 2023.

Presented hereunder is the discussion of the Company’s key performance indicators:
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As of

Performance Indicators 06/30/2023

06/30/2022

Explanation

(Unaudited)
Current/Liquidity Ratios

Current Ratio (Current Assets Divided 0.24
by Current Liabilities)

Solvency Ratios

Debt to Assets (Total Liabilities Divided 47.51%
by Total Assets)

Debt to Equity (Total Liabilities Divided 90.50%
by Total Equity)

Asset to Equity Ratio (Total Assets 190.50%
Divided by Total Equity)

Interest Rate Coverage Ratio (Income 1.90
Before Interest/Penalty/Penalty and

Taxes Divided by Interest/Penalty)

Profitability Ratios 0.26%
Return on Assets (Net Income (Loss)

Divided by Total Assets)

Return on Equity (Net Income (Loss) 0.50%

Divided by Total Equity)

(Unaudited)

0.20

47.49%

90.45%

190.45%

1.19

0.06%

0.11%

This ratio evaluates the ability of the company to pay its
current debt promptly.

Current ratio of 0.24 as of June 30, 2023 slightly increased
from 0.20 as of June 30, 2022 due to cash inflows provided by
operating activities.

Shows what percentage of the business is not owned by the
stockholders. Determines how much of the company is
financed by debts.

The ratio increased from 47.49% as of June 30, 2022 to 47.51%
as of June 30, 2023 brought mainly by the accrual of the 2%
penalty charges on unpaid concession fees.

Shows the proportion of the creditors’ capital to the business’
total capital. Measures the degree to which the assets of the
business are financed by the debts and stockholders of the
business.

The ratio increased from 90.45% as of June 30, 2022 to 90.50%
as of June 30, 2023 was brought by the accrual of the 2%
penalty charges on unpaid concession fee to the Toll
Regulatory Board (TRB) and a corresponding comprehensive
income in 2" Quarter 2023.

Measures the total debt the company takes to acquire assets.
Measures the company’s capability to pay debts.

The increase in ratio from 190.45% as of June 30, 2022 to
190.50% as of June 30, 2023 was due to the comprehensive
income in 2" Quarter 2023.

Determines how easily a company can pay interest on
outstanding debt.

The ratio increased from 1.19 as of June 30, 2022 to 1.90 as of
June 30, 2023 due to recognition of higher income in June
2023 as compared to same period in 2022.

Measures the Company’s earnings in relation to all the
resources it had at its disposal.

The ratio of 0.26% as of June 30, 2023 vis-a-vis the ratio of
0.06% as of June 30, 2022 was the outcome of the income

recognition of £115.757 million for June 30, 2023 as compared

with the recognized comprehensive income of £24.048 million
for the quarter ended June 30, 2022.

Measures the rate of return on the ownership interest of the
company’s stockholders. Determines the productivity of the
owners’ capital.

The increase in the ratio from 0.11% to 0.50% is attributable to
the increase in stockholder’s equity as a result of higher
comprehensive income in June 30, 2023 vis-a-vis June 30, 2022.
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(i) Any known trends or any known demands, commitments, events or uncertainties that will result in
or that are reasonably likely to result in the Company’s liquidity increasing or decreasing in any
material way. Indicate course of action that the Company has taken or proposes to take to remedy
the deficiency.

i.a The Company’s inability to settle its outstanding obligations with the Toll Regulatory Board
and the National Government brought about by the difficulties in collecting its receivables
from various government agencies.

i.b  Pending labor cases which consists of those filed against the Company involving dismissal,
backwages, and separation pay. Most of these cases have been ruled by the Labor Arbiter in
favor of the complainants, pending appeal by the Company before the National Labor
Relation Commission (NLRC).

i.c  Pending lawsuits/litigations which consists of those filed against the Company involving
damages, collection of money, and attorney’s fees which are still on litigation before the
various regional Trial Courts (RTC). Discussion is contained under Note 37 of the 2022
Audited Financial Statements, including courses of actions already undertaken by the
Company to address the issue.

i.d Pending assessments on deficiency taxes. Discussion is contained under Note 36 of the 2022
Audited Financial Statements, including courses of actions already undertaken by the
Company to address the issue.

Having encountered this liquidity concern, the Company implemented a program of manpower
rightsizing and corporate restructuring in 2001 and has been pursued gradually until this year.
Also, the Company will continue to pursue and invigorate its revenue share from Joint Venture
Companies, earnings from leased FCA property, and the contracted participation in the Joint
Venture’s C6 Projects, Pasig River Expressway (PAREX) Project, Quezon-Bicol Expressway (QUBEX)/
South Luzon Toll Road 5 (TR5) Project and Greater Capital Region Integrated Expressway Network
(GCRIEN) project. Partnership with PT Citra Lamtoro for the implementation of the Metro Manila
Expressway of C6 and Metro Manila Skyway Stage 3 and the completion and commercial
operation on revenue sharing basis for both Project Roads. The revenue scenario best rests on the
policy directions intended by the Board and the NG through the PMO/DOF.

(ii)  Any events that will trigger direct or contingent financial obligation that is material to the
Company, including any default or acceleration of an obligation.

The default in payment of its TRB loan, the recognition of debts to the NG, pending assessments

on tax deficiencies and contingent liabilities with respect to claims and lawsuits from Asiavest
Merchant Bankers and Superlines Transportation Co. Inc.

(iii)  There are no material off-balance sheet transactions, arrangements.
(iv) There are no material commitments for capital expenditures.
(v)  Any known trends, events or uncertainties that have had or that are reasonably expected to have

a material favorable or unfavorable impact on net sales or revenues or income from continuing
operations.
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v.a The continued decline in the construction industry resulted to the Company’s incurrence of
severe losses from the said operation. Thus, to prevent from suffering greater losses as it had
experienced for the last several years, Management decided to veer away with the
construction business (since 2002) and focus on its tollways operation.

v.b. The turn over of the North Luzon Tollway operations to the MNTC on February 10, 2005 had
affected the revenue generating capacity of the Company.

v.c. The hand-over of the South Luzon Tollway operation to the SLTC on May 02, 2010 likewise
had an unfavorable impact on the Company’s revenue.

v.d The Supreme Court decision, in Ernesto B. Francisco vs. TRB, PNCC et. al. (G.R. Nos. 166910,
169917, 173630, and 183599, October 19, 2010) and in the case of Strategic Alliance
Development Corporation vs. Radstock Securities Limited et. al. (G.R. No. 178158, December
04, 2009), ruled and declared that with the expiration of PNCC’s franchise, the toll assets and
facilities of PNCC were automatically turned over, by operation of law, to the National
Government (NG) at no cost and, consequently, this inevitably resulted in the latter’s owning
too of the toll fees and the net income derived after May 01, 2007 from the toll assets and
facilities, including the Company’s percentage share in the toll fees collected by the joint
venture companies currently operating the tollways.

Pending TRB’s issuance of the Final Implementing Rules and Guidelines relative to the
determination of the net income remittable by the Company to the National Government,
the Company receives only the following revenue shares based on TRB’s interim guidelines:
10% of 6% share on the MNTC(now NLEX Corporation) gross revenue; 10% of 3.5% share on
the CMMTC (now SMC Skyway Corporation) gross revenue; 10% of 3.00% share on the SLTC
(now SMC SLEX, Inc.) gross revenue; and 100% of 2.5% share on the CCEC(now SMC Skyway
Stage 3 Corporation) gross revenue. It also receives 10% dividend in the equity share from
CMMTC(now SMC Skyway Corporation).

(vi) There are no significant elements of income or loss that did not arise from the Company’s
continuing operations.

(vii) There are no seasonal aspects that had a material effect on the financial condition or results of
operations of the Company.

(viii) Material changes to the Company’s Statement of Financial Position as of June 30, 2023
compared to June 30, 2022 (increased/decrease of 5% or more)

Cash decreased by £35.981 million or 68.07% from £52.862 million as of June 30, 2022 to £16.881
million as of June 30, 2023 due to the cash flows used in Company’s operating activities and
investing activities.

Short term investment increased by £506.232 million or 30.74% from £1.647 billion as of June 30,
2022 to £2.153 billion as of June 30, 2023 due to the cash inflows from operating activities.

Accounts Receivable decreased by £48.585 million or 10.93% from £444.697 million as of June 30,
2022 to £396.112 million as of June 30, 2022 mainly due to the collection of accounts receivable —
trade and rental at Financial Center Area (FCA).
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Inventories - increased by £0.233 million or 10.09% from £2.314 million as of June 30, 2022 to
£2.547 million as of June 30, 2023 due mainly to the increase in Office Supplies, Fuel and Qil and
Materials Inventory.

Prepayments - increased by £10.161 million or 33.82% from £30.046 million as of June 30, 2022 to
£40.207 million as of June 30, 2023 due the increase in Prepaid Insurance and Prepaid Income Tax.

Deferred tax assets decreased by £9.309 million or 27.50% from £33.852 million as of June 30,
2022 to £24.542 million as of June 30, 2023 mainly due to the decrease in the carry forward
benefit of unapplied tax credits.

Financial Liabilities — Accounts Payable increased by P6.297 million or 23.20% from P27.137 million
as of June 30, 2022 to P33.433 million as of June 30, 2023 due to unpaid accounts to suppliers of
goods and services that are normally settled within twelve (12) months from the reporting period.

Inter-Agency payable increased by £15.095 million or 164.61% from P9.170 million as of June 30,
2022 to P24.266 million as of June 30, 2023 due to increases in income tax payable, SSS, Philhealth
and HDMF liabilities.

Deferred credits/Uneraned Revenue/Income decreased by £70.724 million or 54.64% from
£129.439 million as of June 30, 2022 to £58.716 million as of June 30, 2023 mainly due to the
application of advance rental on the lease of FCA property vis-a-vis the decrease in the recognized
value added tax on the sale of services.

Material changes to the Company’s Statement of Income for the quarter ended June 30, 2023
compared to the quarter ended June 30, 2022 (increase/decrease of 5% or more)

Service Income increased by £4.981 million or 13.00% from £38.326 million for the quarter ended
June 30, 2022 to £43.306 million for the quarter ended June 30, 2023 mainly due to increase in the
supply of manpower to Skyway O&M Corporation.

Business Income increased by £109.762 million or 56.84% from £193.109 million for the quarter
ended June 30, 2022 to £302.870 million for the quarter ended June 30, 2023 due to increases in
Rental, Dividend, Interest Income and share in JVs Revenue.

Other Non-operating Income decreased by £0.501 million or 61.31% from £0.817 million for the
qguarter ended June 30, 2022 to £0.316 million for the quarter ended June 30, 2023 due to
decrease in Miscellaneous Income like sale of bid documents.

Maintenance and Other Operating Expenses increased by 8.39% or £1.544 million from £18.399
million for the quarter ended June 30, 2022 to £19.943 million for the quarter ended June 30,
2023 due to the increase in Training, Utility Expenses, General Services and Other Maintenance
and Operating expenses.

Cost of Services increased by 24.34% or £7.392 million from £30.371 million for the quarter ended
June 30, 2022 to £37.763 million for the quarter ended June 30, 2022 due to the increase in the
supply of manpower to Skyway O&M Corporation.

Non-cash Expenses decreased by 32.49% or £0.641 million from £1.972 million for the quarter
ended June 30, 2022 to £1.331 million for the quarter ended June 30, 2023 due to the decrease in
depreciation expense.
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Comprehensive Income (Loss) increased by 381.37% or £91.710 million from £24.048 million for
the quarter ended June 30, 2022 to £115.757 million for the quarter ended June 30, 2023 due to
the favorable increase in Revenue.
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