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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

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

|. For quarterly period ended  March 31, 2012

2. SEC ldentification Number 30939 BIR Tax Identification No.  410-000-058-V
3. Exact name of registrant as specified in its charter
PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
4. Metro Manila, Philippine . (SEC Use Only)
Province. Country or other jurisdiction Industry Classification Code:
7. PNCC Complex, KM. 15, East Service Road. Bicutan, Paraflaque City
8. (02) B46-3045 __Fax: 846-1395
Registrant’s telephone number, including area code
4,

Former name. former address and former vear, if changed last reghs

10. Securities registered pursuant to Sections 4 and 8 of the RSA

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

95,000,000

Mote:

The Philippine National 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 ol 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.



11. Are any or all of these securitics listed on the Philippines Stock Exchange?
Yes o [x] Mo [
If yes. state the name of such Stock Exchange and the class/es of secutiries listed therein:

PHULIFPINE STOCK LXCHANGE (PSE)

12. Indicate by check mark whether the reistrant:

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

Yes | ] No o [x]

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

Yes ¥ No o []

PART 1 - FINANCIAL INFORMATION

frem 1. Financial Stalements

Financial Statements and, if applicable, Pro Forma Financial Siatements meeting the
requirements of RSA Rule 6%, Form and Content of Financial Statements shall be furnished as
specified therein. {Refer to attached)

lterm 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
{(Refer to attached)

PART II — OTHER INFORMATION

The issuer may. at its option, report under this itern any information not previously report in a report
on SEC Form 17-C. If disclosure of such information is made under this Part I, 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 subseguent report on Form 17-0).



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

Chiel Finance Officer

Signature and Title

e

Signature and Title wvveenr... Corporate Controller

Date July 17,2013

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

Date July 17,2013




PART 1 - FINANCIAL INFORMATION {tem 1 -Financial Siatements)
{ttemn 1.1 -Statement of Financial Posiiion)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF FINANCIAL POSITION
Ag of March 31, 2012

with comparative figures as of December 31, 2011
{In Thousand Pesos)

March 31 ~ December 31
2012 2011
{Interim}
ASSETS
Current Asseis
Cash and cash aquivalents -] 220,700 B’ 212 642
Advances and other receivables, net 592310 573,036
Receivables from contracts, nat 228005 218 005
Invenkories 8,051 g,320
Prepayments 21,137 21,751
1,020,202 1,034, 764
MNoncurrent Assets
|nvestments 251,964 261,857
Investment propety 7 248 245 ¥, 848 246
Property and equipment, ret S64,531 565 965
Deferred charges and other assets, net 16,516 17,180
8,691,957 _ 8,693,348
_ B 8,722 160 B 8728112
LIABILETIES AND STOCKHOLDERS™ EQUETY
Current Liabilities
Accounts payable B 152,063 R 157,235
accrued casts and other payables 37122 34274
Cue to the National Govermment and s Instromentalities 7,111,330 7.048 554
Due to Government Cramed or Contralled Carparation 1,203,000 1,203,000
8,503,315 8,443,067
MNoncurrent Liabilities
Deferred rental moome/others 54,534 650,109
54,334 60,109
Stockholders' Equity
Caprtal stock net 2,227 599 2,227 5499
Capital in excess of par value 45;137 46,137
Treasury Stocks {18,700} {16,700)
Revaluation increment in property 525 466 525 456
Equity adjustments 5681726 5,551,726
Deficit {7 168817} {7,109,282)
1,164,311 1,224 936

|

5.7 22, 160 E B.72ZB.112
i -
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PART 1 - FINANCIAL INFORMATION (tem 1 -Financial Statements)
{ltern 1.2 -Staternent of Income)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF COMPREHENSIVE INCOME
For the First Quarier of 2012 and 2011
{In Thousand Pesos)

January to March
2012 201
REVENUES
Construction income B - P 34 290
Revenue share from Joint Venture Companies 16,152 104,022
Rental income 10,347 4 844
25,499 143 156
COSTS AND EXPENSES
Construction costs - 25,760
GROSS MARGIN 26,499 117 406
GENERAL AND ADMINISTRATIVE OVERHEAD 41,128 81,733
INCOME{LOSS} FROM QPERATIONS {14,629} 25673
OTHER INCOME {CHARGES):
Penalty charges (B2,775) {82,T85)
Interest income - 2,228
{her income 1,784 28
{50,991) {50,525)
NET LOSS P {75,620y R {34, B856)
Earnings {loss) per shara:
fa) income (loss) _ {043} 10,200

() _number of uutstanding comman shares 174,444 740 174,444 740




PART 1 - FINANCIAL INFORMATION fltem 1

-Financial Statements)

{ltemn 1.2 -Statement of Changes in Equity)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENMT OF CHANGES IN EQUITY
Far the First Quarter of 2012 and 2011
{In Thousand Pesos)

January 1o March
2012 2011

CAPITAL:
Capital stock

[ssuedisubscriped E 2283758 R 2,283,758

Subscription receivable {55, 15%) {56,158}

Balance at beginning of the year and gnd of the quarter 2227 590 2,227,509
Capital in axcess of par value

Balance al beginning of the year and end of the quarter 46,137 46 137
Treasury stock

Balance gt beginning of the year and end of the quarter (16,700) {16, 7041

2257 036 2,257 0356

REVALUATION INCREMENT IN PROPERTY:
Balance at baginning of the yzar and end of the quarter 525,466 898,261
EQUITY ADJUSTMENTS:
Under rehahilitation plan-loans transferred to National Government 5851. 726 5.5591,727
DEFICIT:
Balance at beginning of the yaar {7.106,282) (7,096,381}
Met loss {75 620) [34,B568)
Carrection of prior years” sarmings 14 G595 29,650
Balance gt end of the quarter {7,168 517} ¥, 101, 587)

EQUITY B

1,164,311 Pu 1,605 837




PART 1 - FINANCIAL INFORMATION {ttem 1

-Financial Staternents)
{lterrry 1.4 -Statement of Cash Flows)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF CASH FLOWS
For the First Quarter of 2012 and 2011
{in Thousand Pesos)

January to March

2012 2011

CASH FLOW FROM COPERATING ACTIVITIES:
Cash recaipts frum customers:

Revenue share p - 8,014

Rental 32,558 1,816

Others 445 58,909

33,507 68,739

Cash paid to suppliers {15,187) (58,728
Cash paid to employess/directorsiconsLltants {13,603) (44, 548)
Cash generated from operations 4 717 {34 537)
Penaltias paid {52] -
|nterests paid - -
Income tay paid - -
MWet cash flows provided by [used in) operating activities 4 BES (34337}
CASH FLOW FROM INVESTING ACTIVITIES:
Furchase of property and equiptment (18} {181}
Proceeds from sal2 of fixed assetsfscrap materisls 3411 -
interests received - 2378
Dinvidends received - 289
Net cash flows provided by [used in) investing activities 3,393 2478
CASH FLOW FROM FINANCING ACTIVITIES:
Payment of lsan:

Principal - -

Interests - -

Penalties - -

Cthers - -
Met cash flows provided by (used in) financing activities - -
NET DECREASE {DECREASE] IN CASH AND CASH EQUIVALENT 8058 (32,061}
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 212,642 3T 803
CASH AND CASH EQUIVALENTS AT END GF FIRST QUARTER 220,700 345 842




fteam 1.5

Itermn 1.6

tem 1.7

Eamings {loss} Per Share

The Company's eaming (loss) per share is prasenied on the face of the Income
Statement (ifem 1.2). Said eaming (loss) per share is computed by dividing the
net income {loss) by the number of cutstanding common shares.

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

The interimn financial statements of the Philippine National Construction
Corporation are prepared on a historical cost basis, except for investment
property and property and equipment which are camed at revalued amounts.
The financial statements are presenied in Phifippinge peso, which is the
company's functional and presentation curency. The amounts are rounded off
to the nearest thousand pesoes.

Motes to Financial Statements
1.7.a Accounting Policies and Methods
1.7.a1 The same accounting policies and metheds of compuiation are

followed in the interim financial statements as compared with the
riast recent annual inancial statements.

17.a.2 Rewvenue Recognition

Tollway income consists mainty of foll collections in connection
with the franchise granted to the Company to construct,
maintain, and operate toll facilities in the North and South Luzon
Toliway. These revenues are no longer recorded it the books
pursuant o the Supreme Court decision in lhe Emeste B
Francisco vs. TRB, PNCC etal and in the Strategic Alliance
Development Corporation vs. Radstock Securities Limited st.al.
CA588.

Pending issuance of the implementing rules and guidelines for
the determination of the amounts due to the Company for its
administrative expenses, the Company recognized 10% of jts
share from the Joint Venture Companies’ gross loll revenues, in
accordance with the interim guidelines issued by the Toll
Regulatory Board (TRE).

Rental incorne atsing from the investment property Is acceunted
for on a straight-line basis over the fern of ihe lease.

Construction income Is recognized on a percentage of
complation mathod or completed contract basis. Other revenue
iz recorded on acorual basis.




1.7.83

1.7.a4

1.7.a.5

1.7.a6

1.7.a7

Allowancs for Doubifid Accounts

Alfowance for doubfful accounts is maintained at a levsl
considensd adequate {o provide for potentially uncollectibie
receivables. The level of allowance is based on past collection
experience and other factors that may affect collechibility.
Evaluafion of the receivables, on a per account basis, is
perforrmed on a continuous basis throughout the year.

inventores

inventories consisting principally of construction matenals, spare
parts, and supplies are staled at cost, generally detenmined by
the average cost method for a significant portion of domestic
inventories and by the first infirst out method for other
inverifories.

Alfowance for inventory wrtedown is provided for all non-
moving/obsolete items of the inventory account.

Prepayiments

FPrepayments are expenses paid in advance and recorded as
asset before ihey are utiized. This account comprises of
insurance premiums, other prepaid items, and creditable
withhoiding taxes. Prepayments thal am expecled fo De
reafized for no more than twelve (12) months after the reporting
date are classified as current assels, ofherwise, these are
classified as ofher non-curment assets.

investmenls

The Corporation accounted ifs investinenls in wholly-
owned/dcontrolled  subsidiaries and  joint wventures at cost
Aflowance for impairment in losses, howevsr, is provided for
investments in subsidiaries and affiliates.

The Cormpany belisves that the effects of not consclidating the
subsidianes are not maleral to the financial stafermments because
these are no longer operating.

Avaifable for sals equity securties (club shares) ame
recordedimeasured/presented at fair marke! value as provided
under PAS 39.

imvestment Propery

Imvestment properfy are land or building or both hsid o sam
rentals or for capital appreciation or both. Investment propenty is
recognized as an assef whan and onfy when it is probable  that




17.a8

17.28

future econeomic benefits associated with the property fiows o
the entity and the cost of the property can be measured rofiably.

Investment property is initiafly measured at cost.  Subseguent
to initial recognition, the account is stated at fair value, which
has been delermined based on the veluations performmed by
independent firms of appraisers. The changes in fair value from
year lo year are recogrized in the profit or loss.

Property and Equipment

Froperfy and equipment are stated at cost, less accumulated
depreciation and any accwnulaled impaimnent in value.
Property and equipment are subsequently carmed at revalued
amounis.

Depreciation cammences once the property and equipment are
available for use and s computed using the straightline method
over the following estimated useful lives:

Assef Type Estimated Useful Lives

{ and improverments 10 years
Buildings and improvements 10 fo 33 years
Construction equipment 2 to 10 years
Transportation equipment 3 fo b yoars
Office equipment-fumniture and fixtures 5 years
Others 210 7 years

Fully depreciated assets are retained in the accounts uniil they
are no longer in use and no further depreciation are charged
against operations.

When the assets are relired or cthenwise disposed of, the cost
and related accumulaled depreciation and impainnent in vaiue
are removed from the accounts and any gain or 10ss resuwiting
from the disposal is directly charged or credited in the current
operalions.

Revaluation Increment in Property

The increase in the asset's carmrying amount as well as a resulf
of revaluation is credited fo equily under the heading of
"Revaluation fncrement in Properly”. The mvalued assef is
being depreciated and as such, part of the surplus is being
realized as the asset is used. Rwealization of the rovalustion
incremsnt is credited to Relained Eamings accourt.

Piscameaal realization of the nevaluation increment is effected on
a yeary basis.




1.7.a.10 Borrowing {osts

Borrowing costs are expanses as mcumed.

1.7.a.11 Income Taxes

Current income tax assetls or liabilifies cormprise of those claims
from, or obligations to, fiscal autharities relating fo the current or
pricr reporting penod, that are uncoflected or unpaid at ihe
balance sheet date. They are calculated according to the fax
rates and fax laws applicable to the fiscal pericds to which they
refate, hased on the taxable profit for the year. Alf changes fo
current lax assets or fiabilifies ars recognized as a component of
tax sxpensa in the statement of income.

For financial reporting purposes, deferred fax assels are
recognized for the carry forward benefits of unused lax credils
from Net Operating L oss Camy-Over (NOLCO) and from excess
Minimum Corporate Income Tax (MCIT) over Regular Corporale
tncome Tax (RCIT) to the extent that i is probable that fulure
taxable profit will be available against which the deferred income
tax assels can be ulilized.

The camying amount of deferred tax assets is reviewed at each
balance sheet dafe and reduced to the extent that if is no longer
probable that sufficient taxable profit will be available to allow all
or pari of the deferred incorme fax assels to be ulifized.

Deferved tax assets and liabiliies are measured af the lax rates
that are expected to apply lo the penod when the asset is
realized or the fiability is selffed, based on fax rates and fax laws
that have been enacted or substantively enacfed at the balance
sheel dale.

1.7.b Comments about the seasonality or cyclicality of intenm operations
- Mot applicable -

1.7.¢ MNature and amount of items affecting assets, liabilities, eguity, net income
or cash flows that are unusual because of their nature, size, or incidents

The Inventones account in the amount of P8.057 million as of the first
guarter of 2012 decreased by 13.62% or F1.26% million when compared
fo the FP8.32 million as of December 31, 2011. The said decrease was
due {0 the disposal of obeolele invenlories/scrap materials.

The Accrued Costs and QOther Payables account increased by 8.3% or
P2 844 million from P34 278 million as of December 31, 2011 to P37.122
miffionr as of March 31, 20112, due to the accrual of the mandatory benafits
and leave credils of employees and olher costs and expenses.




1.7.d

1.7.e

The meduction of 9.61% or P5.775 million in the Advances from Clients
accourt was due fo the application of enial deposits against monthly
rental biling.

Construction Income and Costs accounts both decreased by 100% or
£34.29 million and P25.75 milfion, respectively. This was mainly due to
the take over of the Daang Har SLEX Linkroad Project by the DPWH,
pursuant to its PPP mandate. The Project consists of a Ioll road facility
connecting Daang Hari Road in Cavite to the SLEX near Susana Heights
Interchange.

The Share in Joint Venturs Companies' (JVC) Gross Tolf Rewenue
decreased by 84.47% or P87.87 miflion from P104.22 miflion for the
guarter endad March 31, 2011 to P16.152 million for the quarter ended
March 31, 2012, This is because, the recognition of the revenue share in
2012 was based on the interim guidelines issued by the TRE, which
entiles the Company lo 10% of its share from the JVC's gross tolf
reverue.

Rentat income increased by 113.6% or P5.503 miffion from P4.844 million
for the quarter ended March 31, 2011 to FPi0.347 million for the quarler
ended March 31, 2012 due to the setf-up of eceivables from new fenants
in the leased FCA property.

General and Administrative Overhead decreased by 55.17% or P30.605
million from P91.733 million for the quartsr ended March 31, 2011 fo
P41.128 million for the quarter endsd March 31, 2012 resulting from the
implementation/adoption of various cost reduction measures o malch the
Company's present revenue level.

interest Income decreased by 100% or P2.228 millicn due to non-
recognition of the same in 2012,

Other income increased by 6271.43% or P1.756 million from F0.028
mifiian for the quarter endsd March 31, 2011 to P1.784 miflicn for the
quarter ended March 31, 2012 due to the realized gain on asset disposal.

Nature and amount of changes in estimates of amounts reported in prior
interim parods of the current financial year or changes in astimatas of
amounts reported in priar financial yvears, if those changes have matenal
effects in the current interim period

- Not applicable -
Issuances, repurchases, and repayments of debt and equity securities

PNCC was not able to make any setflement of s concession fee
obligation to the Toll Regulatory Boand (TRB) during and as of the first
quanter of March 31, 2012 The las! payment was made on July 16,
2072



1.7f

17.9

Fenalty chamges of 2% accruing from the TRE loan are continuously
racognized in the books.

The Board earlier approved the seftlerment of the obligalions with the TRE
and the National Governiment by way of dacion en pago using the real
estate assets of PNCC, notably the 12.9 hectara Financial Center arsa. In
the latter months of 2012, however, the Board reconsidered the option to
hid out the property proposed for dacion to attain a higher dacion value
and forestall alf legal problems that may arise from the option of direct
dacion.

Payment of dividend
There were no dividends paid during and as of the first quarter of 2012.
Segment revenue and segment result for business segments or

geographical segments, whichever is the issuer's primary basis of
segment reporting



PHGCC's sodrces of revenues are as follows:
1. Ravenue share from Joint WVenture Companies; and

2. Rentzl incame from the leased FOA property.

The um over of the NLEX, and SLEX cpetations to the new operators in February 20035 and in
May 2010, respectively, resulted to the PNCC's eptitlamentfrecogniton of 10% of its share from
the Joint Venture Gompanies gross toll revenues, in accordance with the interim guidelines issued

by the Toll Regulatory Board (TRE).

Rental income is derived out of the PNCC's raal estate properties not used in business and being
leazed out of third parties, renewable under such terms and conditions as maybe agreed upon by

both parbes,

The following tables present the revenue and incoma information &nd certain asset and Hablity
information regarding the business segments for the quarters encad March 31, 2012 and March
31, 2041, Segment assets and liabiliies exciude income tax assets and lisbilities.

For the Period Ended Reveanue Rental
Warch 31, 2012 {POOD): Share Income Others Total
Haveanuea '
Total revenua 16,152 10, 347 26,4599
Segment results 0
Met incorme (loss) 16152 10,347 {102,118} {75 G620}
Assets artd Liakiliies,
Segment assels 1,308 933 1,308,983
Segment liabiliies a557 840 8557 849
Other segmerd nformation:
Inwestment Property 7 848 245 T B45 246
Prapery, Plant, & Equipment {nef) A64 931 BE4 931
Crepreciaion/Amortization 16,650 16 650
For the Paricd Ended
March 31, 2011 {P0OOD): Tollways Construction Others* Total
Favaenie:
Todal revenuys - 34 290 111,122 145412
Segment resulls - 8 540 111,122 118,662
Met mcorme {[oss) - 3,251 {38,107 {34 A58)
Agsals and Lighilties:
Segment asseis - 105,618 2130040 2,235 6558
Segment lisbilities - 34,309 B 177 363 8212172
Qther segreni infortnetion:
[westment Proparty - - £ 616,007 6,616 007
Property, Plant, & Equiptend net) - 5033 244 488 948 521
Dapraciaion/Anortization - 521 17 406 17 927

* Includes ravenue share and rantal Incame.




L7h

1.7.

1.7k

Material events subseguent 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 irterim
period, including busingss combinations, acquisition, or disposal of
subsidiaries and long-term investments, restructurings, and discontinuing
operalions,

- Not applicable -

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

- None -

Existence of material contingencies and any other events or transactions
that are material to an understanding of the current interim period

1.7.k.1 Pending Lawsuits and Litigations:

The Company is involved in continuing litigations refating lo fabor
and civil cases. The ullimate oulcome of these lligalions cannot
be determined yet and no provision for any hiability that may result
has been made in the books. The Company's management and
its fegal counsels believe that the final esolutions of these claims
will have material effect on the financial position of the Company
as this will invoive undetenminable amount of money.

The labor cases consist of those filed against the Company
imvolving mostly of iflegal dismissal, backwages, and separation
pay. Most of these cases have been ruled by Labor Arbiter in
favor of the complainant. Howewver, these cases are on apgpeal by
PNCC before the National Labor Rslation Cormmission (NLRC).

The civil cases filed against the Company consist of cases
imvalving darnages, collection of money, and aftomey's fees which
are stif on fitigation before the various Regional Triai Courts
(RTC). Those filed by the Company against other individual
compaties consist of suifs invohing sum of money, damages, and
breach of confract which involve undefenminable armount of
money,

1.7 k.2 Tax Matters:
The Company was assessed by the Bursau of Intemal Revenus

(BIR} of its deficiencies in various taxes. Howevar, Ne provision
for any liability has been made yet in the financial statements.




17k2a

1.7.k2b

1.7k2c

1.7k2d

1880 Deficiency income tax, deficiency contractor's tax
and deficiency documentary stamp tax assessments by
the BIR totaling P212.52 millian.

PNCC sought reinvestigation of the case on November
08, 1995, and as & consequence, the BIR issued a final
decision on September 08,2004 ordering PNCC to pay
the amount of P101.46 million or a reduction of
P111.87 mifion repesenting deficiency contractor's
tax. The BIR resoived fo cancel and withdraw the said
assessment, it being bereft of menf and fack of legal
basis, thus finding PNCC's contention meriforious.

The BIR however, reiterated the demand to pay the
amount of P101.46 million for deficiency income fax
(PB7.42 miflion) and deficiency documentary stamp fax
{P4.04 million) plus increments that may have accrued
untit actual payment.

PNOC, in ils letter of February 15, 2005 to the BIR,
informed the latter through its Collsclion and
Enforcemernt Division, that in the interest of faimess
and due process, the Company had filed a Pelition with
the Departrent of Justice (DOJ) seeking reversal of
the Bureau's resolution holding PNCC stilf iable for the
aforesaid tax deficiencies and had applied for an
interm arder or measure from the DOJ to suspend or
stop the colfection of subfect amount pending
resolution of the Pelition.

Deficiency business tax of P64 million due the Belgian
Consortium, the Company's partnher in its LRT Project.

1592 Deficiency income tax, deficiency value-added
tax and deficiency expanded withholding tax of
P1.04 billion which was reduced to P705 millions after
the Company's written protest.

Managemeri, howaver, requasted for a
meeting/conference for the clanfication of the issue, the
reduced amount Stif being the resull of a jeopardy
assessment. The Bureau has not responded fo date.

2002 Deficiency internal revenue taxes tataling P72.92
million

Management, in close coordination with the concerned
BiR officers presented a more detailed analysis of the
accounts.  Said presentation and the Company's
avaffiment of the tax amnesty had substantially reduced
the aforesaid tax deficiency.



17k.2.e Proposed deficiency taxes for taxable year 2008
amounting to P116.141 million (inclusive of interest of
P48.76 million).

Management, in its letter of Qctober 29, 2010 to the
BIR, protestad the aforesaid proposed deficiency taxes
based on the following grounds:

Prascription of flimitation wupon assessment and
collection pursuant to Section 203 of the NIRC of 1997,
which provides that ‘Except as provided in Section
222 internal revenue taxss shall be assessed within
three (3) years afler the last day prascribed by law for
the filing of the retum, and no proceeding in courd
without assessment for the colfection of such laxes
shall begun after the expiration of such pefod:
Provided, That in case whare a relum is filed beyond
the period prescribed by law, the three (3} year peficd
shall be counted from the day the refurm was filed. For
purpases of this Section, a refum filed before the last
day prescribed by law for the fiing thereof shall be
considerad as filed on such last day.”

The Company did not waive the aforesaid defense of
prescrption under the statute of limitalion. The
Company deemed the pertinent “Waiver” unnecessary
because alf the required documents were limely
provided and the books of accounls wem made
available to the tearn upon conduct of the examination.

Between the period from May 07, 2008 {the dale the
Lefter of Authority was receivad by PNCC) to Cctober
21, 2010 (the day before the Notice was issued by the
BIR and received by the Company), there were no
presentation of any findings that will require the
Company lo request extension or mors time to submit
documents fo deny any or alf of the sams.

Revenue Regulations (RR) No. 12-99 provides that the
Revenue Cfficar who audited the taxpayers records
shall initially discuss with the fatter the result of the
investigation prior fo subrnission of the report of his
investigation to the Chief of the Division concemed.
No discussion happened as the Cempany came fo
krow of the findings on the alleged deficiency taxes
onfy on Qctober 22, 2010, way beyond the three (3)
year prescription pericd of Aprit 15, 2010,

To dale, the Company has not received any formal
communicaion from the Bumeau after #is lelter of
October 29, 2010.




PART 1 - FINANCIAL INFORMATION (ltem 2 — Management Discussion and Analysis
[MDA] of Financial Condition and Resuits of Operations)

Item 2.1 Comparable discussion that will @nable the reader to assess material changes in
financial condition ard results of operation since the end of the last fiscal year
and for the comparable interim pericd in the preceding financial year.

Financial Condition:

As of March 31, 2012, the Cormpany’s resources fofaled P5.722 billion, lower by
P5.952 miliion or 0.06 % compared to the December 31, 2011 figure of P8.728
biffion.

The decreass in resources is discussed, in details, in llem 2.2.e.

Presented heraunder is the discussion of the Campany's key performance indicators:

Performance Indicators | As of 03f31/2 | As of 03/31711 Explanation
Currant  Ratie  {Current 0.121 0,240 | The Company's ability to meet its
Assets / Current Liakilities) current obligations as thay fall du

decreased from F0.24 to P1.00 as o
the 1st quarter of 2011 to PD121 1
P1.00 as of the same penod of 2012
This was mainly due to the 47.58%
decrease in cument assets vis-a-vig th
3.84% increase in cument liabilities,
which increase was brought about by
the accrual of the 2% penalty charg
on unppaid concession fee payablae

the TRB.
Eﬁluick Ratio {QUick Assets / a.118 0.237 | The decrease in the guick ratic or aci
Current Liabilities) test ratio was also due to the reaso
stated above.
Total Debt to Total Assets 8B.0% 83.8%| The retio measures the Company'sy

ability to pay its maturing obligations.
The Company's debt to aseets rati
increased due te the increase in th
total liakilitios as discussed above.

Total Debt to Equity 735.0% 511.4%| The ratio measures the Company'sy
abiitty to pay itz maturdng obligations,

The Company's debt to equiy rati
increased due to the increase in th
total liabilties &g discissad above.




Item 2.2

Results of Operation:

For the quarter ended March 31, 2012, the Company's net loss amounted to
F75.6 milfion, compared {o the mported net foss of P34.856 milfion for the same
period of 2011.

As a result of the DPWH's {pursuant fo its PPP mandate) take over of the Daang
Hari SLEX Linkroad Project and the fum over of the operalion and maintenance
of the North Luzon Toltway and South Luzon Tollway fo the Manila North Toliway
Carporation (MNTC) on February 10, 2005 and the South Luzon Toliway
Corporation/MATES on May 02, 2010, respectively, the Company's revenue is
generated by 10% of its share from Joint Venture Cormpanies’ gross toll revenue
and its eamings from the leased FCA properly.

Other factorsfroasons coniributory to the increase in the aforesaid loss are
discussed in lem 2.2.6.

Discussion and analysis of material events and uncerainties known 10
Management that would address the past and would have an impact on future
operations on the following:

2.2.a Any known trends, demands, commitments, events, uncertainties that will
have a material impact on the issuer's liquidity

22a1 The Company's inability to setffe its outstanding obligations with
the TRE brought about by the dificulties in collecting receivables
from various govemment agencies.

2222 Pending labor cases which consist of those filed against the
Company involving dismissal, backwages, and separation pay;
most of which had been ruled by the Labor Arbiter in favor of the
complainants, pending appeal by PNCC before the Nalivnal
Labor Relation Commission (NLRC).

2.2a3 Pending civii cases which consist of these Fled against the
Company involving damages, collection of money, and
attormney's fees which are siilf on liigation before the vanous
Regional Trial Cowrts (RTC).

2.2a4 Pending assessmenis on deficiency laxes. Discussion is
contained undsr flem 1.7k 2 including courses of aclions
already undertaken by the Company fo address the issue.

The Company implemented a program of manpower rightsizing in 2007
and has been pursued gradually during the quarter. The program will be
considered in the succeeding quarters/vears unbl! the Company altains
manpower complement to match its prasent revenue jeve! which Is
genarated significantly by its share in the Joint Venture Companies’ gross
toll revenue and its eamings from the lsased FCA property.




22b

22c

22.d

22e

The Company does not have malerial off-balance sheet transaction and
arrangement during thie reporting penod.

As of reporting quarter, there is nothing that irgger direct or contingent
fnancial obligation that is maleral to the Company, except for the defauit
in payment of its TRB loan and the recognition of debls to the National
Government.

Any matenal commitrments for capital expenditures, the general purpose
of such commitments and the expected sources of funds for such
expenditures

- Nane -

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

The following had affected the revenue generating capacity of the
Company:

# The veerng away from the construction business since 2002;

» The tum over of the North Luzon Tollway operations lo the MNTC on
February 10, 2005;

#  The tum-over of As South Luzon Tollway operations fo SLTC/MATES
on May 02, 2013, and

» The take over of the Daang Hari SLEX Linkroad Project by the
DPWH, pursuant fo its PPP mandate.

Any significant slemants of income or loss that did not anse from the
issuer's continuing operations

_ Not applicable -

The causes for any material change’s (5% or more} from perod 1o perod
in one or mora line items of the issuer's financial statements



Mazlerial chengals (5% o mere) fram perod (o pariod in G OF nigra ine items. of th lssuer's linancial etalements

As ol Incressa (Decreaks)
Balance Sheet (POM) [ETELIRE 123111 Amount £ Explanalion of Vananoes
Ivericnes B.OS1 4,320 (1226%)] (4352} Disposal o ohsakete
{inyenkorlesrscrap materialke.

Aecraes Gosta and Cther Payables 37422 34278 2 Bdd 830 Actrual of themandalory benwils and
taava cradits of smployess and ulhal]
corla and B renses.

By ances Iioen Clienls Ld A4 B0, 109 (5. 775) 96T BuUR Topresents applicalon of renta
deposits ayjalrsl monthly remtal.

F fh Fired CGuarter Endead

|t e {DEcraBnal

Income Statement |FODO)

0332 D331 AA

Aot

%

Explanalion of Warances

| on stuckion Ingome

1] 34,290

{34,250}

{10000

Tha projecd was aken over by DPAWH
fof the pumpase of biddmp # out
pursuen] o jts PPF remdake

Consliedion Tosds

o 75750

125.750)

{100,000

Manpower unioading. Reduclion in
cotls I in diecd relatian in thel
decraae in the related rovanue.

Share in dainl, Yenture Companies’ Gross
R Evan e

16,152 104,022

(87 BT

#8447

Facognition of the revenue share in
2012 iz besed on Ihe  intefirm
guidelines isaued by the TRE, which
s antithermont b 109 of it share romy
Iha Jaint VYenture Compenies gross]
tall revenus.

Rontal |neome

10,347 4.Bdd

2503

11250

Racopniibon of rerdal incama from ikha
new tenanfs in the leased FIGA)

zenaral and Ad minisivalive Crerhaad

41,128 91,733

[SE. 1T}

propeerty.

[Dwa to 1ha implomentaton of rarou
wosl  neducion  measures,
pariculary n MANEOWT utkesding,

interatt income

1] Z,228

{10000,

Hon-recognition of nbsrest ivcons.

Citheer Ingorms:

1.784 28

G2T1.43

[Atidtatable 10 the raaliized gain on
jeesat dimpoaal.

22f

ar results of operations

- Not applicable -

Any seasonal aspects that had a material effect on the financial condition




