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QUARTERLY REPORT PURSUANT TO SECTION 17 OF bECURITIEi
REGULATION CODE AND SRC RULE 17(2)b THEREUNDER

For quarterly period ended ~ September 30, 2011

SEC ldentification Number 30939 BIR Tax ldentification No.  410-000-058-V
A

Exact name of registrant as specified in its charter
PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

Metro Manila, Philippine 6. (SEC Use Only)

Province, Country or other jurisdiction Industry Classification Code:

PNCC Complex, KM. 15, East Service Road, Bicutan, Parafiaque City

(02) 846-3045 Fax: 846-1395

Registrant’s telephone number, including area code

Former name, former address and former year, if changed last report

10. Securities registered pur'suant to Sections 4 and 8 of the RSA

Note:

Title of Each Class Number of Shares
Common 75,000,000
Special Common 10.000.000
Preferred 10,000,000

95,000,000

The Philippine Construction Corporation (PNCC) has 141,519,380 shares (99,444,759 common

shares and 42,074,621 preferred shares) issued to different Government Financial Institution in 1983.
For purposes of registration of said shares, PNCC with Feria Law offices as consultant filed its
Amended Registration Statement ON 15 August 2001, On December 19, 2001, SEC, under Resolution
No, 726. Series of 2001 ruled that the equity securities of PNCC are exempt from registration
requirements in accordance with Section 9.1 of the Securities Regulation Code.




i1. Are any or all of these securities listed on the Philippines Stock Exchange?

Yes [x] No []1 °°

—r

If yes, state the name of such Stock Exchange and the class/es of secutiries listed therein:

PHILIPPINE STOCK EXCHANGE (PSE)

12. Indicate by check mark whether the registrant:
L]

(a) has filed all reports required to be filed by section 17 of the Code and SRC Rule 17
thereunder or Section |1 of the RSA Rule 11(a)-1 thereunder, and Section 26 and 141 of the
Carporation Cade of the Philippines, during the preceding twelve (12) months (or for such
shorter pericd the registrant was required to file such reports);

Yes [] No  [x]

(b) has been subject to such filing requirements for the past 90 days.

Yes  [x] No []

PART 1 - FINANCIAL INFORMATION

licn 1. Financial Statements
Financial Statements and, if applicable, Pro Forma Financial Statements meeting the
requirements of RSA Rule 68, Form and Content of Financial Statements shall be furnished as
specified therein. (Refer to attached)

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.
{Refer to attached)

PART I - OTHER INFORMATION

The issuer may, at its option, report under this item any information not previously report in a report
on SEC Form 17-C. If disclosure of such information is made under this Part Il, it need not be
repeated in a report on Form 17-C which would otherwise be required to be filed with respect to
such information or in a subsequent report on Form 17-Q.
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PART 1 - FINANCIAL INFORMATION

{Iterm 1
(Hem 1.1 -Staiement of Financial Position;

-Financial Statements)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF FINANCIAL POSITION

As of September 30, 2011
With comparative figures as of December 31, 2010
{in Thousand Pesos)

September 20 December 31
2011 200
ASSETS
Current Assets
Cash and cash equivalents = 172,100 R 377 803
Advances and other receivables 1,756,106 1,534,048
Inventories 9334 10,397
Prepayments 18,976 79,830
Tatal Curent Assels 1,956 516 1,838,188
Noncurrent Assets
Investments 265661 ZB6 504
Investment property het 5,587 192 6,630,415
Property and equipment, net 953875 951,861
Deferrad charges and other assets 45,240 14,572
fssets for write off 2615422 9815422
Allowance for losses (9,515,422) i (9615422)
Total Nonsument Assets 7,851 768 { 'I . 7.863.352
T Total Assels P 49,808,284 2 ' 9,801 540
LIABILITIES AMD STOCKHOLDERS' EQUITY
Current Liabilibes
Accounts payable F 532 EBY2 331,760
Accrued costs and other payables 47,335 322 828
Ciue Lo the Mational Government and its instrumentalities 7682 235 7,491 817
Total Current Liabilites 8,262 242 #,146 405
Noncurrant Liabilities
Leng-term debt-net of current portion -
Advances from clients 26,109 44 092
Total ﬂoncurrent Liabilitie= 26,109 44 0452
Stockhalders' Equity
Capital stock 2.283,75E 2,283 758
Capital in excess of par value 46,320 45,329
Revaluation increment in property £98 661 598 661
Equity adjustments 5,551,726 5.551,726
Treasury stocks {16,892} {16,892}
Subscripbon receivable {56.153 {56,159)
Deficit {7 187 490} (7,096, 380)
Total Sieckholders' Equity 1,519933 1,611,043
R 9,808,284 P 5,801 540
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PHILIPPINE NATIONAL CONSTRUCTION CORPORATICN

Aging Schedule of Receivables and Advances

As of Beptember 30, 2011
{In Thousard Pesos)

. PAST DUE
= Amount Current 01-30 3160 G1-90—===-  §1-120 OVER 120

01, Biled contract receivable 166,447 67 067 90 380
(2. Contract retention receivatble 2,755 2 755
03 accounts receivablerpayable-subs. and aff 200,345 (2.975) ¥.008 250 3853 aE, o7y 124 640
04, Accourts recenvable-ctticers and employees 55,459 281 45 (2 . {35) 2 55,188
05, Claips receivable 65,051 65051
06, Oiher accounts receivable 1,140,507 £3.422 53,931 53,206 53,273 55,449 870,725
07. Advances for 558 and EC benzfits 2 2 .
08 Advances to subcontractors 6,174 K8 5 143
09, Advances o SUppIsrs (153 23 55 & 4 ;

Sub-total 1,636,828 50,733 61,629 53,460 124,189 123,434 1,223,383
10, Advances o CESLA 74
11.  Advances to joinl venlure, net Fa.022
12,  Advances to Bureau of Treasury 150,000
13, Input 3% 27,046
14, Qutpul tax {21,787 -
15 Deferred wmput tax 5,611
16.  Deferred output tax (116,558}

Sub-toial 119,188

Tetal . 1,756,016

2| PNCC 2011 3" Quarterly Repart




PART 1 - FINANCIAL INFORMATION

{item 1

-Financial Statements}
(Iterm 1.2 -Statermnent of Comprehensive Income}

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF COMPREHENSIVE INCOME

Eor the Third Quarter of 2011 and 2010
{In Thousand Pesos)

January to Seplember

July to September

2011 2010 2,010 2 008
REVENUES
Construgtion income 47 002 151,738 - P 51,445
Share in Joint Venture Companies’ gross revenue 405 404 217, 840 140,304 89,739
Tollways Income - 316,923 - 256
452 46 TBE 511 140,304 151,445
COSTS AND EXPENSES
Construction costs. 57.910 104 598 g3 31,205
Tollways costs - 187.484 .- 14 342
57 810 282 082 4 383 45 547
GROSS MARGIN 304 496 454 429 138,921 10%.883
GENERAL AND ADMINISTRATIVE OWVERHEAD 244 711 372,102 66,417 136.685
INCOME FROM OPERATIDNS 149,765 122 327 73,504 (30,7871
OTHER INCOME (CHARGES):
Penalty charges {190,417} {190,417} (654,170} (64,170}
Imerest and financing charges {4.6532) (22,530 (2,632 -
Rental income 15,924 14,808 8,236 4830
Interast income 6514 21,766 1578 5561
Miscellaneous and other inceme 2708 460 507 81 34,959
{169,905) 284,134 (58,907) {18,820
NET INCOME {LOSE) 20,1404 406 461 14,597 {48,607
Eaming (loss) per share:
{a} income (loss) {012] 2.33 0 iy
{b) number of outstanding common sharss 174,444 749 174.444 745 174,444,748 174 444 745

3| PNCC 2011 3™ Quarterly Report
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PART 1 - FINANCIAL INFORMATION (tem 1 -Financial Statements)
{ltem 1.3 -Statemant of Changes in Equity,

PHILIPPINE NATIONAL CONSTRUCTION CDRPDRATIUN

STATEMENTS OF CHANGES IN EQUITY
Far the Third Quarter of 2011 and 2010
{in Thousand Pesos)

January to September

2011 2010
CAPITAL STOCK
. lesued!Subscribed:
Bzlance =zl the beginning of the year F 2283758 F 2283758
Issuance during the year - -
Exercise of stock opltion - -
Bajance at the end of the quarter 2283758 2283758
Capital in Excess of Par WValue:
Balance at the beginning of the yaar 48 329 45,328
Prarnium an exercised stock options - -
Balance at the end of the quarter 45 329 46,329
Subscriﬁ:-tion Receivable
Balace at the beginning of the year {56,139) (56,158)
Exercise of stock option - ;
Collections . .
Balance as the end of the guarter {56.159) {56,139)
Treasury Stock {15 ,852) (16,852}
2,257 036 2,257 036

REVALUATION INCREMENT IN PRCPERTY

Balance at the beginning of the year 598,661 9,543 244
Revaluatich decrease - -
Appraisal increase -

Adiustment {overfunder take-up

Ealance at the end of the gquarter B98 B61 0 543 244

EQUITY ADJUSTMENTS:

From translation . 2,037 BE8
Under rehab plan-loans transferred to MNatl Gow't - 597 641
O liabilities recommendad for wiite-off 5.551.726 - 5 h51 726
O loss of assets - (9,615.422)
Balance at the end of the quarfer 5,551,726 {1,428 367
RETAINED EARNINGS:

Balance at the begirning of the year (7,096 380) {1,511,639)
Met income {lass) {20,140} 406 461
Correction of prior yearsearnings {70,970} {340 BE1)
Balance at the cnd of the guarer {7 187 480) {1446 03
STOQCKHOLDERS' EGQILNTY P 1,519,823 R 8925874

4 PNCC 2011 3" Quarterly Report




PART 1 - FINANCIAL INFORMATION {ltem 1 -Financial Statements)
' (item 1.4 -Statement of Cash Flows)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF CASH FLOWS
For the Third Quarter of 2071 and 2010
{In Thousand Pesos)

January to Septemnber

2014 2010

CASH FLOW FROM OPERATING ALTIVITIES:
Cash receipts from customers:

Toll collectiang R - E 316 675

Fevenus share B.014 30,468

Rental 8,433 8,311

Others g4 632 539,202

' a1.079 BOd 558

Cash paid to suppliers (113,153) (335.413)
Cash paid 1o employees/directorsicansultants (1B6,118) (581,737
Cash generated from operations (218192} {22 4594}
Fenalties paid - {150
Interasts paid - -
Income tax paid - {87 959}
Net cash flows provided by {used in] operating activities 1218,192) {110,595)
GASH FLOW FROM INVESTING ACTIVITIES:
Furchase of property and equiptment [2d5) (19,573)
Procaeeds from sale of freed asset@.!scrap matarials 10,491 3,815
Interests received G489 19,626
Cividends regeived 283 78,140
Tiet cash flows provided by (used in) investing activities ! 17 024 g2 008
CASH FLOW FROM FINANCING ACTIVITIES:
Fayment of loan

Frincipal - {30,000}

Interests - (24,904

Cthers i4 B35) (205678
Met cash flows provided by (used in} financing activities {4,635] (530,582}
NET DECREASE (DECREASE) IN CASH AND CASH EQUIVALENT (205,303} {558,173
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 377,803 1,046 851
CASH AND CASH EQUIVALENTS AT EMD OF THIRO QUARTER 172,100 537 678

S| PNCC 2011 3 Quarterty Report




item 1.5

Iter 1.6

tem 1.7

Earnings {loss) Per Share

The Company's earning (loss) per share is presented on the face of the
income Statement fitem 1.2}, Said earning ( loss) per share is computed
by dividing the net income (loss) by the number of outstanding common
shares. |

Disclosure that the issuer's interim financial report is in compliance with
the generally accepted accounting principles

The interim financial statements of the Philippine Nafional Construction
Corporation are prepared in conformity with the accounting principfes
generally accepled in the Phitippines under the historical cost basis,
except for expressways and property and equipment accounts which are
carried at revalued amounts. The financial stafemenis are presented in
Philippine peso, which is the company’s functional and presentafion
currency. The amounts are rounded off fo the nearest thousand pesos.

Notes to Financial Statements
1.7.a Accounting Policies and Methods

17.a1 The same acocounting poficies and methods of computation
are followed in the interim financial staterments as
compared with fthe most receni annual  financial
statements.

17.2.2 The Company has adopted some relevant and applicable
standards, but is stil in the process of preparing s
financial statements in full compliance with the Philippine
Financial Reporting Standards.

1.7.a.3 Revenue Recognition

Tollway income consists mainly of tolf coffections in
connection with the franchise granted to the Company to
construct, maintain, and operate tolf facilities in the Wortt
and South Luzon Toltway. These revenues are no longer
recorded in the books pursuant to the Supreme Court
decision in the Ernesto B. Francisce vs. TRB, PNCC et.al,
and in the Strategic Alliance Development Corporation vs.
Radstock Securities Limited ef.al. cases. o

Construction income is recognized on a percentage of
completion method or completed confract basis. Other
revenue is recorded on accrual basis.

6| PNCC 2011 3" Quarterly Report
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17.a4 Aflowance for Doubtful AcCounis

1.7.a5

1.7.a6

17.87

1.7.a8

Allowance for doublff accounts is maintained at a fevel
considered adequate to provide for potentially uncoffeciible
receivables. The level of alfowance /s pased on past
collection experience and ofher factors that may affect
coffectibifity.  Evaluation of the receivables, on a per
account basis, is performed on a continuous  basis
throughout the year.

Inventories

Inventories consisting principally of construction materiais,
spare parts, and supplies are stated at cost, generally
determined by the average cost methad for a significant
portion of domestic inventories and by the first in-first out
method for ather inventories.

Investments

The Corporation accounfed its investments in wholfy-
owned/controlled subsidiaries and joint ventures at cost.
Allowance for impairment in josses, however, is proviged
for investments in subsidiaries and affifiates.

Available for sale equify securifies (club shares) are
recorded/measuredioresented at fair market value as
provided under PAS 39,

Investment Property

investment property are land or bufding or both held o
earn rentals or for capital appreciation or both,  [nvestment
property is recognized as an assef when and only when it
is probable fthat future economic benefits associated
with the  property flows fg the entity and the cost of the
propery can be measured rehably.

investment property is inttially measured at cost
Subsequent to initial recognition, the account is stated al
fair value, which has been determined based on the
valuations performed by independent firms of appraisers.
The changes in fair value from year to year are recognized
irt the profit or Ioss.

Property and Equipment

Depreciation on property and equipment is provided on a
straight-fine method over the foflowing estimated usefuf
fives:

7)PNCC 2011 3" Quarterly Report




1.7.b

1.7c

Asset Type Estimated Ussful Lives
Land improverments 10 years
Buildings and impmvements - 10 to 33 years
Construction eguipment 2 to 1G ysars
Transportation equipment 3to Syears
Office squipment-furmiture and fixtures 5 years
Others 2o 7 years

Major repairs and imptovements  are capitalized,
mainfenance and repairs are charged to operations in the
year expenses are incurred. The cost of assels retired or
sofd, together with the accumifdated depreciation are
removed from the accounts and any profit or foss on
disposition is credifed or charged to gther income or
EXPENses.

1.7.2.9 Revaluation Increment in Property

The increase in the assel's carrying amount as well as &
result of revaluation is credifed to equity under the heading
of “Revaluation increment in Property”. The revalued asset
is being depreciated and as such, part of the surplus is
being realized as the asset is used. Realization of fhe
revaluation increment is credited to Retained Earnings
account.

1.7.a.10 Subscription Receivables
Subscription receivables represent the unpaid amaunt due
from the subscribers on subscriptions of shares of the
company stock, the due dates of which are by agreement
of valid calf by the Board of Directors. As of the reporting
guarter, there was no call made by the Board of Directors
for the unpaid subscripions.

1.7.a.11 Borrowing Costs
Borrowing costs are expenses as incurred.

Comments about the seascnality or cyclicality of interim operations
; - Not applicable -

Nature and amount of items affecting assets, liabilities, equity, net
income or cash flows that are unusuat because of their nature, size,
or incidents

The Prepayments account in the amount of P18.976 milfion as of

the third quarter of 2011 increased by F3.137 miltion or 13 81 %,
when compared to the F15.839 million as of December 31, 2010.

8|PNCC 2011 3" Quarterly Report




1.7d

The said increase represents payment of group hospitalization
insurance for the period February 23, 201 1 ta February 22, 2012,
net of amortization.

The increase of F30.668 milion or 210.46% in the Deferred
Charges and Other Assets account was brought about by the set-
up of the 2% MCIT and Deferred Tax Assels.

Accouhts Payable increased by 60.56% or P200.912 mihon from
331,76 miflion as of December 31, 2010 to PE32. 672 milfion as of
September 30, 2011 due mainly to the recognition of fabifity to
CMMTC, representing cosf of toff plazs refurbishment and
transcore equipment.

Accrued Costs and Other Payables decreased by 85.34% or
P75 493 milion from £322.828 million as of December 31, 2010 to
P47.335 million as of September 30, 2011 due to payment of
separation/retrenchment pay of various employees. '

The reduction of P17.983 milion ar 40.79 % in the Advances from
Clients was due to the reversal of Deferred Credils account re:
completion of the National Transmission Corporation project along
the South Luzon Expressway in 2010.

Toilways income decreased by 100% o F316.933 miflion from the
quarter ended September 30, 2010 fo quarter ended Septemnber
30 2011 due to the turn over of the SLEX cperation {0 the new
operator in May 2010,

Other income decreased by 99.41 % from P460.507 miftion for the
quarter ended September 30, 2010 {0 P2.706 million in the gquarter
ended September 30, 2011 due fo the dividends received from
Joint Venture Companies and the recagnition of other toll related
income during the first and second quarters of 2010, respectively.
b

Inferest income for the guarter ended September 30, 2010 in the
amount of P21 766 mitlion was higher by 70.07% or P15.252 miffion
when compared to the September 30, 2011 figure of P2. 706 miftion.
This is aftributable fo the Company's minimal interests earn from

' savings deposits and money market placements.

Nature and amount of changes in estimates of amounts reported in
prior interim periods of the current financial year or changes in
estimates of amounts reported in prior financial years, if those
changes have material effects in the current interim period

9 PNCC 2011 3 Quarterly Report




1.7e

1.7f

1.7.9

- Not applicable -

Issuances, repurchases, and repayments of debi and equity
securities

PNCC was not able to make any seftfernent of its concession fee
obligation to the Toll Regulatory Board (TRB) during and as of the
third quarter of 2011, The fast payment was made on July 16,

2010.

The formulation of payment plan on tha cumuiative balance has yet
to be finafized.

Penalty charges of 2% accruing from the TRB loan are
continuously recognized in the books.

Payment of dividend

There were no dividends paid during and as of the third quarter of
2011.

Segmeni revenue and segment result for busingss segments of
geographical segments, whichever is the issuer's primary basis of
segment reporting

10 | PNCC 2011 3" Quarterly Report




PHICC e sources of rewenives are as foliws:
+ Tollwedys aperation, and
7. Corsmaclion operagorn,

M b ower of the NLEX and SLEX operal Ons o the: now operators in Febniany 005 and in May
2010, respectively, resuited to the SRC s enlitlement onky 165 Share in the gross proceeds of the ol
CpEratic s

B 15 irvored 0 e Daang Hen SLEX Linkroad Croject. The Comparry 15 designated a5 the Main
Turleay Carlractor résponsible for the undertaking the Acddancy WOk and for she inpierentation of
thes design and censtruction fo the Zoad Project which consists of the tal, Facility connacting Daacg
Har Boacd in Cavite to the SLEX near Susans Hejghts erchange

The folcwing tables presant the reveans and ircome Mormanon and cerain asset and isbitty
formatan regarding the business segments for, e Jquaness anded September 30, 2011 and
Septernber 30 2090, Segment assels and Iabilhes exclude BCeme 1ax asuels and iiabilibes

For the Farlad Ended I |
september 30, 2011 {POHH: Tollways | Censtrustion thars Total
Relanug i
| Total revernue - 47,002 430 543 477 530
Segmery results . 10,908 430548 ] 9840
Mat inzoma {loss) - (23047 28T (20,1401
| Assuls and Lellilgs
Seqment Assens - 115,067 2.151,85G 2267 a17 .
| _Segrnent Iabilities - 14 756 a.274 095 3288351 |
Crher segment information.,
Eupressway (nat) - - | - -
vaskvent Property . .| RSRT.I02 £.587.132
Broperty, Piant, & Equipment {neth - 4 784 a5 391 53 675
| _DepreciahnuArmentizalion - 1,255 170553 121811
| ] _
|
For the Fericd Ended |
Septamber 30, 2010 (POO0}: Tollways | Constuction '}  Others Total
| Ravenug. . )
Tatal revanle gH3s 151,738 ] - 468871
Segment results 133 066 b 47,140 ] 151,105 |
Net nicome _ B1g22 35.151 " 780 A58 406 4E 1
Azsals and Liabilifigs !
Segment asseis ] 216,274 124105 2569008 | 3041481
Segrnent hanjliies _ 4313492 R T4367 4514857 ]
Other segtnant infgrmation. . B
Exprasswiay (Nat) 1,556 ] S aEB 0G| 2 J60 581
Imveslment Property - : 5471931 6471831
Property, Plart, & Equipmert (net) 2 104 RS 797 718 B04 075
DeprecigtionAmartizaion 522 14 | 120,170 127 10F |
L ' ]
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1.7.h

1.7

1.7.]

Materidl events subsequent to the end of the interim periad that
have not been reflected in the financial statements for the interim
period

- None -

Effect of changes in the composition of the issuer during the interim
period, including business combinations, acquisition, or disposal of
subsidiaries and long-term investments, restructurings, and
discontinuing operations. :

- Not applicable -

Changes in contingent liabilities oF contingent assets since the last
annual balance sheet date

1.7.j.1 The folfowing contingent liabifities reported in the 2010
guarterly and annual reports are no longer disclosed in the
2011 Annual Report, due to finality of decisions as tiscussed
below:

1.7 j.1.a Asigvest Merchant Bankers (i) Berhad vs_PNCC
The case involves the enforcement of a foreign
jutigment, which was rendered  against CDCF-
PNCC in Mafaysia for guarantees issued on vanous
construction projects.  The amount involved is MR
5,200,000, As of December 31, 2010, the amount
stood af MR 17.674,684 (inclusive of interest from
March 1983 fo September 2003} or an equivalent
amount of F251.184 mittion based on the exchange
rate of MR to P14.2115 as of said date.

On July 13, 2009, the Supreme Court (First Division)
demied with finality Asiavest's Mofion  for
Raconsideration of the Aprif 15, 2008 decision on
the following grounds: (i} insufficient Of defective
vaerification under Section 4, Rule 7, 1987 Rules aof
Civil Procedures, as amended, (i) defective of
insufficient certification against forum shopping in
violation of Seclion 5, Rule 7, 1987 Rules of Civi
Proceduras, as amended, for submitting a
photocopy of said venfication/certification of non-
forum shopping and for faifure to attach the special
resolution appointing affiants as figuidators of the
petitioner,

12 |PNCC 2011 3™ Quarterly Report




1.7.i1.b Ragstock Securities Limited vs_PNCC
Radstock, as assignee of Marubeni Corporation, fifed
a complaint for a sum of money and damages with
application for writ of prefiminary attachments with fthe
Regional Trial Court (RTC)-Mandaluyong City to
colfect on PNCC's guarantess on the unpaid loan
obligations of COCF Mining Corporation.  The RTC
granted the Complainant's prayer for the issuance of
f the Wit of Prefiminary Attachment resulting fo the
garnishment  of PNCC's  bank  accounts  and

attachrments of substantial portion of its properties.

As of July 11, 2008, the current value of the judgment
debt against PNCC stood at P17.041 biflion.

On Aprif 20, 2010, e Supreme Court denied with
finafity the Second Motion for Reconsideration fifed by
Radstack on fthe P6.196 hitfion  Compromise
Agreement with PNCC.

17k Exstence of material contingencies and any other events or
transactions that are material t© an understanding of the current
interim period

1.7 %1 Pending Lawsuits and Litigations:

The Company is invohved in confinuing litigations relating fo
izbor and civit cases. The ulimate oufcome of these
litigations cannot be determined yet and no provision for any
liability that may resuft has been made in the books. The
Company's management and its Jegal counsels befieve that
the final resolutions of these claims will have material effect
on the financial position of the Company as this will involve
undeterminable amount of money.

The labor cases consist of those filed against the Company
involving mostly of ilegal dismissal, backwages, and
separation pay. Most of these cases have been rufed by
Labor Arbiter in favor of thecomplainant. However, these
cases are on appeal by PNCC before the Mational Labor
Refation Commission (NLRC).

On the other hand, the civil cases fifed against the Company
consist of cases involving damages, coffection of monay,
and aftorney's fees which are stli on jitigation before the
various Regional Trial Cours (RTC). Those filed by the
Company against cther individual companies consist of suits
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involving sum of money, damages, and breach of confract
which involve undeterminable amount of maney.

1.7 k.2 Tax Matters:

i

The Company was assessed Dy the Bureau of internal
Revenue (BIR) of its deficiencies in various taxes. However,
no provision for any liability has been made yet in the
financial statements.

17.k2a

1.7k2Db

1680 Deficiency income  1ax, deficiency
contractor's tax and deficiency documentary stamp
tax assessments by the BIR totaling P212.52
million. '

PNCC sought reinvestigation of the case on
november 08, 1995 and as a consequence, the
BIR issued a final decision on September 09,2004
ordering PNCC to pay the amount of P101.46
million or a reduction of P111.87  miffion
representing deficiency camntractor's tax. The BIR
resolved to cancel and  withdraw the said
agsessment, it being bereft of meril and lack of
jegal basis, thus finding PNCC's contention
mertonous.

The BIR, however, reiterated the demand to pay
the amount of P101.46 miffion for deficiency
income tax (P97.42 mifiont and deficiency
documentary stamp fax (P4.044 miflion) plus
increments that may have accrued unti actuafl
payment.

PNCC, in its fetter of February 15, 2005 to the
BIR, informed the lafter through its Coffection and
Enforcement Division, that in the interest of
fairness and due process, the Company had fited
a Petition with the Department of Justice (DOJ)
seeking reversal of the Bureau's resolution holding
PNCC still fiable for the aforesaid tax deficiencies
and had applied for an interim order or measure
from the DOJ to suspend or stop the colfection of
stibject amount pending rasoiution of the Pefition.

Deficiency business tax of P64 miliion due the

Belgian Consortium, the Company's partner in its
LRT Project.
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17k2cC

17k2d

17k2e

1992 Deficiency income  1ax, deficiency yalue-
added tax and  deficiency expanded withnolding
tax of p1.04 billion which was reduced 10 P709
million after the Company's written protest.

Management, however, requested for @
meeringfeenferenee for the clarification of the
issue, the raduced amaunt still being the result of
a jeopardy assessment. The Bureau has not
responded to date.

2002 Deficiency internal revenue laxes totaling
p72.92 millon .

Menegement, in close caardination with the
concerned BIR officers, is continuousty presentr'ng
a more detailed analysts of the accounts subject of
the findings.

Proposed deficiency taxes jor taxable year 2006
amounting 10 p116.141 nillion {inclusive of
interest of paBieG rillion).

Management, in its lefier of October 0g, 2010 [0
the BIR, preteeted the aforesaid pmpeeed
deficiency taxes pased on the followifig grounds:

Prescrption of limitation upon assessment and
collection pursuant fo Section 533 of the NIRC of
1997, which provides that "Except as provided in
Section 222, internal revenue taxes shalf be
assessed within three {3} years after the last day
preecrfbed by faw for the fiing of the refuri, and
no proceeding in court without assessmen for the
coffection of such [8x&e5 shall begun after the
expiration of such period: Provided, That in C85€
where a relum is fifed peyond the period
_ereeeribed by law, the fhrog (3} year pernod shall
he counted from the day the raturn Was filed. For
DUrpOSes of this Sectiomn, a retun fited before the
jast day ,ereecn’f:red py law for the fiting thereof
shall be considered a8 fted on such last day.”

The Company did not waive the aforesaid defense

of prescription under the statute of imitation. The
Company deemed e pertinent "“Waiver
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unnecessary because afl the required documents
were fimely provided and the books of accounts
were made available to the leam upon conduct of
the examination.

Behveen the period from May 07, 2008 (the date
the Lefter of Authorify was received by PNCC) fo
October 21, 2010 (the day hefore the Notice was
issued by the BIR and received by the Company),
there were no presentation of any findings that will
require the Company to request extension or More
tme to submit docurments ta deny. any or aif of the
same.

Revenue Regulations (RR) No. 12-58 provides
that the Revenug Officer who audited the
taxpayer's records shall initialty discuss with the
1atter the resuft of the investigation pnior to
submission of the report of his investigation to the
Chief of the Division concerned. No discussion
happened as the Company came to know of the
findings on the alleged deficiency taxes onfy on
October 22, 2010, way beyond the three (3) year
prescription period of Aprit 15, 2010,

To date, the Company has not received any formaf

communication from the Bureau affer its letter of
Octoper 28, 2010.
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PART 1 - FINANCI#L INFORMATION (tem 2 — Management Discussian and
Analysis iMDA] of Financial Condition and Results of Qperations)

Ttem 2.1 Comparable discussion that will enable the reader to 255689 material
changes in financial condition and results of operation since the end of the
|ast fiscal year ang for the comparable interim periad in the preceding

financial year.

Financial Condition:

As of September 30 2011, the Company's rESOUrCEs fotaled P9.808
mittion, higher by PE. 744 mifiion of 007 % compared with the December

a1, 2010 figure of P9 802 biltion.

The increase i resouices was mairny atiributable fo the increase in
receivabies and advances account.

Presanted hereundal 15 the diseussion of the Caotrpant's and 115 majoriw-owned subsidianas’ ko
performance indicators

|

Explanatlen J

The Compaty's abifity 10, meet its
curment obligatons as they tall due
Jecreased from o046 o P 1.00 85 1::1‘{
the 2rd quarter of 2010 10 POZAT W
p1 00 as of the 5aMe perod of 2011
This was mainly duato he recognition
of gebt tona Manonal Goreernrent.
The decrsdse in the quick ratio o
acid tesl ratlo Wes glso due to the
| _reasots3 5 stated above. |
The rakio MEAsUTES The Compary’s
aility t0 pay jto atuning cbohigations
The Company’s debt o assets raio
ncreased die the INCrease in ine
total daniines hraught about by the
recogmiicn of debls o the Hations
_Eﬂiﬂ@iﬁl__ e ——
The rain TNeasures the Compaw‘;—ﬂﬂ
abiliby 10 pay its maturing onfigaticn
The Company's debt . eguity 1ane
increased due 10 the ingrease in e
total tahilines prought about by the

recognition of debts to iha Natianal
Goverrment. .

PHLC
ps of noratiit | As of G30M0

Performance irdicatals

{460

CLrremt . Ratio [Currenr\ 0237
pssets [ Cumrent Ligbiliies)

Ouick Rago {Quick Aogets [
Cuwrent Liabilities} |

= [
Tota Debt o Total Assels [ B4 5%

o |
Tota Debt o Equity 1|_ £A% 3%
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Performancs Indicators waummﬁ 2z of 09130110 Explanation

| Suhbsidiaties

CutTent

Ratio  (Cument
Assets f Curen Lighiliies)

4454 2608 | Curent  rato  of 35121 as of
September 30, 2011 ic higher than
the ratio of 2.653 1 as of September
a0, 2010 due maimy in the dedroase
| in current iabiliges.

Cuick Ratio (Quick Asssts fi 3033 2274 | Tha increase in the quick assat ratio
Current Luabilities) wis clug 10 the ressons stated above.

Total Debt to Total Assets 104 2% 20 9% Tne subsidiares’ inatility 1o meet its

| matuing obigahons was pvidenced
by Its debt 10 @ssets rato of 101.35%
g5 of repating JJarter, compared o
ratic of 59 9% as of the same perod
l@st year

Total Debt to Equiy i _3E0E 2% 355 7% | Tra submdiaries projecied a negatve

dett ta ecuity ration of Z506.3% as off
| the third cuaner of 2017 compared

with 884 7% a5 of the same penod of
I 0 L

Item 2.2

Results of Operation.

For the period ended September 30, 2011, the Company's net 10ss
amounted to P20.14 miflion, compared to the reported net income of
P406.461 miflion for the same period of 2010.

As of the reporting quarier, the Company is involved in the construction of
the Daang-Hari SLEX Linkroad Project, which consists of a tolf road facifity
connecting Daang-Hari Road in Cavite to the SLEX near Susan Heights
interchange [as the operation and maintenance of the North Luzon
Tollway and South Luzon Toflway had been turned-over fo the Marnila
North Tofiway Corporation (MNTC) on February 10, 2005 and the South
i uzon Toltway Corporation/MATES on May 0z 2010, respectively].

As a resuit of the aforesaid turn over of tolfway. operations to the new
operators, the Company is entitted only to a share in the Joint Venture
Companies’ gross proceedstoll revenues.

Discussioniand analysis of material event’s and uncerainties known to
Managemant thai would address the past and would have an impact on
future operations on the following:
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_
Ay Wi . ands, it . gyents, certaint®
rat wik have aten } npa e 189 s fiquidity
p.2.a The Company' | by s outst ing @ jigation
ith the TRB yern prought abo
py the gifficuthe i g recel ples from varo
vernment d it ted ravenues.
0282 pending jabor cases whi onsist e filed against
Co ny N ohving missal, kWwages: and
eparaﬁon pay. ost p ha ruled bY the
Labor Arbiter 1N fav fth plaind ts, pendmg appea!
by PNCC pefore t national 1P Relatio commission
{NLRG].
2.2.4a pend g civil case pich con t filed agamstt
company involviitd amages of money: an
tiorney's faes ich are stil on itigation hefol€ the
yanou ranal T ial Courts (RTC)
2.2 pending @ ments cy faxes Discussion is
contajned er Hem 1 including courses of achions
aiready U take Compa address the 185
TO agdress g liguidity ncern, (e company mple anted @
ogram of power right gt 4 gnd has haell pursu
radudily during quarter. The P gram Wi he consiaer in the
succeedn cars untf e Comp attains Ma wer
complemen tch its presé ve e hiC nerated
signiﬁcantly by ifs sharé the JO nt ventur® Compé ? qross tol
revenue.
The Compaiy does 1 t have material cﬁabalance sheet rransaction
and arrangemem during the reporting pen’od.
ag of T porting guarfer nothing that trigger direct ©F
ccntingent fnancial abligatian ha at the C pany.
except r the afauit f s g loan 3 the
recognih nofd pts to t patio IGovemmen
220 ¥ aterial €0 ments fo pitat expe & e genera
urpose of sweh e ihe expe d g0 of funds
far such xpencmure
,
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2.2.¢c Any known

reasonably expected to have a material

trends, events or uncertainties that have had ar that are

favorable or unfavorable

impact on net sales/revenuesfincome from continuing operations

The folfowing had affected the revenue generating capacity of the

Company:

s The veering away from the construction business since 2002,

+ The furn over of the North Luzon Tollway operations [0 the
MNTC on February 10, 2005, and

v The turn-over of jts Soufh Luzon Tollway operafions [0
SLTC/MATES on May 02, 2010.

22.d Any significant elements of income or loss that did not arise from
the issuer's continuing operations

- Mot applicable -

2 2. & The causes for any material change/s (5% or more) from period to
period in one or more line items of the issuer's financial statements

Faarn 2 3 & . Wdaleerl Franges LS o0 inone] feoen peead B Le=ricnd i G o Piore b iz al Wi i s lingwa 2l stalemans

55 0 Incresge Dacieaser
Balaritn Slst {FLL gt 12031010 Ak R Erplanation ol Yanaras
CAsh and Cash £ quivalers T o0 37T E0 P manl (B [Canens o paoltelsled  acourls Ane!
. . = _ . . ___|nirshases of poogs s0d seoes due g he
AAvances and Qe ecematles iTSE. 106 HERE L 222 5T RELEE S of mcensbles o LGRE Venlos
. COATIDENIES 9 TavaLE ShET .
TR FEEN 55,8359 [LETR VT R T TARRoEak of Ll DlEE TR
. ] N _[wweneamesizeras mananats. )
PropuraTiaris 12976 15839 PEEVR LR Payment of peaf hospitalizabon e he 0N
. L DA b DGR 2, nat of amrtmation
Crafemiad Charges and Qhar A5521s AL 240 19572 G968 | 246 [Sde of Delemed Changes -hCIT
&:colngs Payable EIT.6Td 331,760 g1 i S0EA Frilu repraseras hatiliny to ChinTc
Arcrued Cosis and Expianses G o) a2} B3 (275G an 2a) _ [Pewmentof aucrud io separation pey.
B ket A BT CiBris 26 04 4d a2 | 17883 (0T Bl represents seeerse o defered Jredi
| accourt re. COEietian af Wy T rajec Along s
i 536 L 1iron Tollvs th 2070

Faorf the Third Susriar Snded

_Incraege (Cecregtal

|enis Statamatet [POOCH N3t 190G Arurd ¥ Explariahon of Vanarges
Canet-uchen [ame 47 0z 151 T3 TR TI0), feula] [T ooyt vas taked oear v PV 16 T
| E . i _ . |pamonce of hidding it e, purdsantic s MRS
Thare .0 lcint Vet Companes’ Gross ALE 4l 17 640 AT EEl [ 2T en Share |n Joict Wenlre Cofgames grose ko
ToRFEvarls : -ENE TLE ——
Tulbirys n0E2a 1A 930 [ EEN NG [Tun ovar <l e 51072 aoenee @ A e
. o |opatere intdey 2010
Tt oF Censtruct on EYan 101208 [4E&E  GMES [Wanpewel valgadicg  Reducbon 17 COSER IS
el eeksbion Dy T odamreses e Jhe caksl et
. . e .
CEnl o Toley DRl s a 167 461 Ao an| aem T gver of O BLEX opemon o L o
___________ . [ :':r,_'u o 3 Ry M0 .
Ierest Incermis f514 - TRE OSTETE T T Yhnaran wagrests sared fram. D36k S ok
. Lo Jepozits @4 e markat placam e,
T InCarie S spene P g0 50T | ST OS] ATTOEANIS 153 1R nearans eoere o g
H | e warure S omagreas aeed hin s egnibon o
! cther bor peabEd MGANIE UM As e ant
| =P imepdrennnt asssfane s ¥l
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SIGNATURES

Pursuant to the requirements of the Securities Regulation. Code, the issuer has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

Issuer PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

Ef F /
LY

vvonsrer. Chief Finance Officer

Signature and Title

Signature and Title vvevve-... Corporate Controller

Date April 15,2013 ./

Principal Financial/Accounting Officer/Controller MIRIAM M. PASETES / SUSAN R. VALES

Date April 15, 2013
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