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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

I. For quarterly period ended  June 30, 2012

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

I‘xact name of registrant as specified in its charter
PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

1l

4, Metro Manila, Philippine b. (SEC Use Only)
Province. Country or other jurisdiction Industry Classification Code:

7. PHNCCC Zum_p_f_l_::-:\L-KM. 15, East Service Road. Bicutan, Parafiaque City

8. (02) 846-3045 Fax: 846-1395
Registrant’s telephone number, including area code

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

Title of Fach Class Numbher of Shares

Common 75,000,000
Special Common 10,000,000
Preferred 10,000,000

95,000,000

MNote:

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 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.
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I1. Are any or all of these securitics listed on the Philippines Stock Exchange?
Yes  [x] No (1]
If ves, 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:

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

Yes || No  [x]

{b) has bcen subject t such filing requirements for the past 50 days.

Yes  [x] Ne o [ ]

PART | - FINANCIAL INFORMATION

llerm 1. Financial Statements

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

[tem 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 item any information not previously repott in a report
on SEC Form +7-C. If disclosure of such information is made under this Part 1, 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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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
y
Signatureand Title ... ‘;} PITDIH .o, Chief Finance Officer

Signature and Title 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 (itern 1

-Financial Statements}
{itern 1.1 -Statement of Financia! Pastion)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF FINANCIAL POSITION
As of June 30, 2012

With comparative figures as of December 31, 2011
(In Thousand Pesos)

June 30 Decamber 31
2012 201
{Interim}
ASSETS
Current Assels
Cash and cash equivalents R 270, 744 [~ 212642
Advances and other recelvahles, net Ba 424 573,026
Receivables from contracts, net 204 915 218,005
Inventories 8,174 9,320
Frepayments 1 T,ﬁ?a 21.781
Total Current Assels 1,010,735 1,034,764
Moncurrent Assats
Investments 2681 564 261,857
Investment property, net 7.848 246 7.848 245
Property and egquipment, net 563,796 565,065
Deferred charges and other assets, net 17 683 17,180
Total Mancurrent Assets £.691,6888 # 6593, 3458
P g.702 424 [ 5728 112
— — i ———
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Accounts payable R &2.031 =3 167,235
Acerued costs and ofher payables 37,443 34,278
Due to the Mational Government and its instrumertalities 7.174 BO2 7048 554
Due to Sovernment Owned or Controlled Corporation 1,203,000 1,203,000
~ Total Current Lisbilites 8,497,276 8,443,067
Moncurrent Liabilities
Dalerred rental incomafothers 48,281 £0,109
Total Noncumant Llabllities 48,281 80,108
Stockholders' Equity
Capital stock, net 2,227 505 2227 500
Capital in excess of par value 46 137 a6, 137
Treasury stocks (16, 700) {18, 700]
Revaluation ncrerment in proparty 525 466 525,466
Equity adjustments 5,561,726 5,551,726
Deflcit _ (7,177,361 (7,109,292}
Total Stockholders' Equity 1,156 8G7 1,224 D36
__*r 9702424 P 9728112
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PART 1 - FINANCIAL INFORMATION {(itern 1 -Finansial Statements}
{ltem 1.2 -Statement of Comprehensive income)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
STATEMENT OF COMPREHENSIVE INCOME

For the Second Quarter of 2012 and 2011

(In Thousand Pesos)

January e June April 1o June
2012 2011 2012 2011
REVENUES
Construction neasme p - = 47,002 B - R 12712
Share in Joim Venture Companies' gross revenua 32,202 265,100 16,050 161,078
Rental income 20 698 9 6/A 10,351 4 844
52,904} 321,790 26,401 178,534
COSTS AND EXPENSES
Censtruction costs - 57527 - 31,777
GRDSS MARGIN 62 900 264 263 25,401 148 857
GEMNERAL AND ADMINISTRATIVE OVERHEAD 449 823 178,314 A 585 as 581
iNCOME FROM CPERATIONS 3,077 85,840 17,706 60,276
OTHER INCOME {CHARGES):
Penatty charges {128,247} {126,247} {63,472) (63, 462)
Interest and financing charges - {2,000} - {2 000}
Interest income 300 4 936 300 2,708
Other mcome 2,570 2625 TRG 2597
{123,377) {120 5865) {82,386) {80.157)
NET INCOME {LOSS) {120,300) {34,737} {44,680} 119
Eaming {loss) per share:
(@} income {loss) - {0.69) 020 {0.25) .00

{p) number of outstanding common shares 174,444,749 174,444,749 174 444,748 174,444,748
= =K -




FART 1 - FINANCIAL INFORMATION

(tern 1

-Financial Staterments)
{ttern 1.3 -Statement of Changes in Equily

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENTS OF CHANGES 1N EQUITY
For the Second Quarter of 2012 and 2071
{In Thousand Pesos)

January to June
2042 2011

CAPITAL:
Capital Stock:

Issuedisubscribed. ) 2283758 R 2,263 758

Subscription raceivable (56,159 {56,158}

Balance at beginiing of the year and end of the quartsr 2,227 500 2,227 509
Capital in Excess of Par Value:

Balance at baginning of the year and end of the quartsr 46,137 46137
Treasury Stock {16,700) {16,700

2,257 036 2,257.038

REVALUATION INGREMENT IN PROPERTY
Balance at beginning of the year and end of the quartar 526 466 898 661
EQUITY ADJUSTMENTS:
Under rehabilitation plan-lgans Iransferred to Mational Goevernment 5551,728 5,551,726
RETAINED EARNINGS:
Balance at beginming of the year {7 108.292) (7,006,380)
MNet logs (120,300 (34,737)
Comection of prior years'earnings 52,231 (76,625
Balanca at end of the quarter (7,177,381} {7 207 742}
STOCKHOLDERS' EQUITY R 1,156,067 R 1,408 G




PART 1 - FINANCIAL INFORMATION {item 1 -Financial Statements)
{ten 1.4 -Statarnent of Cazh Flows)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF CASH FLOWS
For the Second Quarter of 20112 and 2011
{In Thousand Pesos)

January to June

2012 2011

CASH FLOW FROM OPERATING ACTIVITIES.
Cash raceipts from customers;

Revenue share B 54723 P a8.014

Rental 44,455 4,043

Cthers 4.3 60, 881

103,479 72,938

Cash paid to suppliars {26,447} {53, 853)
Cash paid to empioyees/directorsiconsultants (34, 580} (143 436}
Cash generated from operations 42 482 (164,351}
Panatties paid (113) -
Interests paid - -
Income tax paid - -
Met cash flows provided by (used in) operating activities 42,288 {164 351}
CASH FLOW FROM INVESTING ACTIVITIES:
Purchase of property and equiptment (18} {245}
Proceeds from sale of fixed assetsfscrap materials 341m 5 885
Interests recejved 232 4913
Dividands receied 12,108 289
Met cash flows provided by (used inj investing activities 19,733 11,642
CASH FLOW FROM FINANCING ACTIVITIES:
Fayment of loan:

Principal - -

Interests - -

CHhers - (2,004}
Met cash flows provided by {used i} financing activities - (2 004
MET DECREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 58,102 (154,513)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 212 642 377,803

CASH AND CASH EQUIVALENTS AT END OF SECOND QUARTER 270,744 223,380




item 1.5

ltem 1.6

ltem 1.7

Eamings {loss) Per Share

The Company’s eaming (loss}) per share is presented on the face of the Income
Statement (lfem 1.2). Said eaming (loss) per share is computed by dividing the
net incorne (loss) by the number of outstanding cormmon shares.

Disclosure that the issuers interim financial report is in comptianoa with the
generally acceptad accounting principles

The inferim financial statements of the Philippine National Construction
Corporation are prepared on a historical cost basis, except for investment
property and property and equiprnent which are camied at mmvalued amounts.
The fnancial stalements are presented in Philippine peso, which is the
company’s functional and presentation cumency. The amaunts are rounded off
to the nearest thousand pesos.

Notes to Financial Statements
1.7.a Accounting Policies and Methods
17.a.1 The sams accounting poficies and methods of computation are

foliowed in the interim financial staterments as comparsd with the
rmost recent annual inancial stalements.

1.7.a.2 Revenue Recognition

Toifway incame consists mainfy of toil coflections in connection
with the franchise granted to the Company fto construct,
maintain, and operate toll facilities in the North and South Luzon
Tollway. These revenues are ho jonger recorded in the books
pursuant fo the Supreme Court decision in the Emesto B.
Francisco vs. TRB, PNCC etal. and in the Strategic Alllance
Development Corporation vs. Radstock Securities Limited et.al.
cad5as.

Pending issuance of the implementing rules and guidalines for
the determination of the amounis due fo the Company for its
administrative expenses, the Company recognized 10% of ifs
share from the Joint Venture Companies' gross tolf revenues, in
accordance with the Interim guidelines issued by the Tol
Reguiatory Board (TRB).

Rental income arising from the investment property is accournted
for on a straight-line basis over the term of the lease.

Caonstruction income s recogrized onr a2 percentage of
completion methoed or completed contract basis. Qthar revenus
is recorded on accrual basis.




17.a3

17.a4

1.7.a5

1.7ab

17.a7

Allowance for Doublful Accounts

Allowance for doublful accounts is maitained at a level
considered adequate to provide for potentially uncollectible
receivabies. The leve! of allowance is based on past collection
experience and other faciors that may affect coflectibility.
Evaluation of the receivables, on & per account basis, IS
performed on a continuous basis throughout the year.

inventonas

inventories consisting principally of construction materials, spare
parts, and supplies are stated at cost, generally defermined by
the average cost method for a significant portion of domastic
inventories and by the first in-first oul method for other
imventorias.

Allowance for inventory wrtedown is provided for alf non-
moving/obsolete itemns of the inventory accaunt.

Prepayments

Prepaymenis are expenses paid in advance and recorded as
asset hofore they are ufilized. Thiz account comprises of
insurance premiums, ofher prepaid items, and credifable
withholding taxes. Prepayments that are axpecied o be
realized for no more than twelve (12) months after the reporing
date are classified as cument assels, otherwise, these are
classified as other non-currant assets.

Investments

The Comoration accounted s invesiments in  wholfy-
ownedicontrolled  subsidianes and joint wenfures at cost
Alfowance for impairnent in fosses, however, is provided for
investments in subsicdianes and affiliates.

The Company believes that ihe effects of not consolidating the
subsidiaries are not material to the financial statemerts because
thesa are no longer operating.

Available for sale equily secunities (ciub shares) are
recorded/measured/presented at fair market value as provided
under PAS 38.

fnvesiment Propery

investment property are land or building or both held to eam
rentals or for capital appraciation or both.  Investment property is
recognized as an asset when and only when it is probable  that



1.7a8

1.7.89

fulure economic benefits associated with the property fiows to
the entity and the cost of the property can be measured reliably.

Investment property is initially measurad at cost.  Subsequerit
to initial recognition, the account is stated at fair vaiue, which
has been deferrnined based on the valuations performed by
independent firms of appraisers. The changes in fair value from
vear lo year are recognized in the profit or fuss.

Property and Equiprnent

Froperty and squipment are stated at cos!, Jess accumulated
depreciation and any accumulated impairment in value.
Property and equipment are subsequently camed at revaiued
amounts.

Depreciation commences once the propsrly and equipment are
avaifable for use amd is computed using the siraight-line method
over the following estimated useful lives:

Asset Type Estimated Useful Lives

L and improvements 1G years
Buildings and improvements 10 to 33 years
Construction equipment 2to 10 years
Transportation equipment 3o 5 years

Office equipment-furniture and fixtures 5 years

Others 2to 7 years

Fully depreciated assels are refained in the accourts until they
are no longer in use and no further depreciation ars charged
against operafions.

When the assets are retired or otherwise disposed of the cost
and related accumulated depreciation and impairment in value
are removed from the accounts and any gain or loss resulting
from the disposal is directly charged or credited in the cumrent
operations.

Revaluation {ncrement in Property

The increase in the assel’s camying amount as well as a result
of ravaluation s credited to egquity under the heading of
"Revaluation Increment in Property”. The revalued assel is
being deprsciated and as such, part of the suiplus is being
realized as the assat is used. Rsajization of the revaluation
increment is credifed to Retained Earnings account.

Piecarnoal realization of the revaluation increment is effacted on
a yeary basis.



1.7.a.10 Borrowing Costs

Borrowing costs are expenses as incumed.

1.7.8.11 Incotme Taxes

Current income fax assets or fiabilities comprise of those claims
from, or obligations to, fiscal authornities refating fo the curent or
prior reporting penod, that are uncollectsd or unpaid at the
balance sheet date. They are calculated according fo the tax
rates and tax laws applicable fo the fiscal periods to which they
relate, based on the taxable profit for the year. AN changes fo
current tax assets or abilities are recognized as a component of
tax expense in the stalement of income.

For financial reporting purposes, deferred tax assels are
recognized for the carry forward benefits of unused tax credits
from Net Operating Loss Carry-Over (NOLCO) and from excess
Minimum Corporate income Tax (MCIT) over Reguiar Corporate
income Tax (RCIT) to the extent that it is probable that future
taxable profit wilf be available against which the deferred income
tax assets can be utifized.

The carrying amount of deferred tax assets is reviewed at each
balance sheet date and reduced fo the extent that if is no longer
probable that sufficient taxable profit will he available to aliow aif
or part of the defernad income tax assels to be utilized.

Deferred tax assets and liabilities are measursd at the tax rates
that are expected to apply to the period when the asset /s
realized or the liabilily is seitled, based on fax rafes and tax faws
thal have been enacted or substantively enacted at the balance
sheet date.

1.7.b {Commants about the seasonality or cyclicality of interim operations
- Not applicable -

1.7.c Nature and amount of itarns affecting assets, liabilites, equity, net income
or cash fiows that are unusual because of their nature, size, or incidents

Cash and Cash Equivalents increased by 27.32% or P58, 102 milijon from
P2 12.842 million as of December 31, 2011 o P270.744 millior as of Jurne
30, 2012 due to colisctions of revenue/dividend share, rental, and
proceeds from assel disposal.

Advances and Cther Receivables decreased by 11, 1% or P63.607 million
from PA73.036 million as of Decamber 31, 20711 to P05 428 milfion as of
June 30, 2012 dus to collection of revenuesdividend share and remtal.



Receivabies from Contracts decreased by 6% or P13.090 million from
P218.005 million as of December 31, 2011 to P204.515 million as of
June 30, 2012 due lo adjustment mads on the work accomplishrments for
the Daang Han SLEX Linkroad Project.

The Inventorias account in the amount of P8. 174 milfion as of the second
quarter of 2012 decreased by 12.3 % or P1.146 myliion when compared to
the P9.32 million as of December 31, 2011. The said decreass was due
fo the disposal of obsolete inventories/scrap materals.

Frepayments decreased by 18.7% or P4.288 million from P21.761 mifllion
as of December 31, 2011 to F17.473 million as of the second quarter of
2012 due to the amortization of the said accournt.

Accounts Payable decreased by 47.83% or P75.204 million from
P157.235 million as of December 31, 2011 to PP82.031 miliion as of June
30, 2012 due fo the payment of ability o CMMTC via offselting against
revenue share.

The Accrued Costs and Other Payables account increased by 8.23% or
P32 165 million from P34.278 million as of December 31, 2011 to P37.443
riflion as of June 30, 2012, due lo the accrual of the mandatory benefits
and leave credits of employees and other costs and expensas.

Advanoes from Clients decreased by 18.68% or P11.828 million from
P60 109 miltion as of December 31,2011 to P48 281 million as of the
second quarter of 2012 due fo the application of renial deposits against
montfly rental billing.

Construction Incorme and Costs accounts both decreased by 100% or
P47 002 million and P57 527 million, respectively. This was mainly dus
fo the take over of the Daang Har SLEX Linkroad Projact by the DPWH,
pursuant to its PPP mandate. The Project consists of a foll road facility
connecting Daang Han Road in Cavite to the SLEX near Susana Heighis
Inferchange.

The Share in Joint Venture Companies’ (JVC) Gmoss Toll Revenue
decreased by 87 85 % or P232.898 million from P265.1 million for the
guarter Jure 30, 2011 ko P32 202 million for the quarter ended June 30,
2012 This is because, the recognition of the revenue share in 2012 was
based on the interim guidelines issued by the TRB, which enlities the
Company to 10% of its share from the JVC's gross toll evenue.

Rental income increased by 113.65% or P11.016 million from F9.688
rmiticn for the quarer endad June 30, 2011 fo P20.698 million for the
quarter ended June 30, 2012 due to the set-up of receivables from new
fenarits in the leased FCA property.

Genearal and Administralive Overhead docroased by 72.08 % or P128.491
miticn from F178.314 million for the quarter ended June 30, 211 to
P45.823 mifion for the quarter snded June 30, 2012 msulting from the



1.7.d

17.e

171

17.g

implementation/adaption of various cost reduction measures fo malch the
Company's present revenue level,

interast Income decreased by 93.92% or P4.636 million from P4.936
miflion for the quarter ended June 30, 2011 to P0.3 million for the quarter
ended June 30, 2012 duse the minimal inferests eamed on bank savings
deposits and money market placements.

Nature and amount of changes in estimates of amounts raported 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

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

PNCC was nof able lo make any ssfffernent of is concession fee
obligation to the Toll Regulatary Board (TRB) during and as of the second
quarter of 2012. The last payrnent was rmade on July 16, 2010

Penalty charges of 2% accruing from the TRE Joan are continuously
recognized in the books.

The Board earier approved the seftlement of the obligations with the TRB
and the National Govermment by way of dacior en pago using the real
estate assets of PNCC, notably the 12.9 hectare Financial Center area. In
the fatter months of 2012, however, the Board reconsidersd the option to
bid out the propsrty proposed for dacion to attain a higher dacion value
and forestall ali legal problems that may anse from the oplion of direct
dacion.

Fayment of dividend

There were no dividends paid during and as of the second quarter of
2012,

Segment revenua and segment result for business segments or
geographical segments, whichever is the issuers primary basis of
segment reporting



PHCEs sources of revenuas arg as follows:!
1. Revenue share from Joint Yanture Companies, and

2. Reptal income from the leased FCA property,

The turh over of the NLEX and SLEX operations to the new operators In February 2005 and in May
2010, respectively, resuited to the PNCC's entitementrecognition of 10% of its share from the
Jaint Venture Companies gross tall revenues, in accordance with the interim guidelines issued by

the Toll Regulatory Board (TRE].

Rental income is derived out of the FNCC's real estate properties not used in business and being
leazed out ot third parties, renewable undar such terms and conditions &z maybe agresd upon by

bothn panies.

The following tables présent the revenua and income information and certain azset and liability
information regarding the business asgments for the quarters ended Juneg 30, 2012 and June 30,
2011. Segment assets and liabilities excluds income tax assets and liabifities.

For the Perlod Ended Revenue Rental
June 30, 2012 {POOD): Share Income Others Total
Ravenues:
Taotal revenue 32, 202 20,698 52,500
Segment resuils i)
Het incame [|0Ss) 32202 20 B8 (173.20() {120,300}
Aszals and [ iabififies.
Segment agsels 1,280,382 1,280 382
Segment fiabilities 8,545,557 8,545 557
Othet segment rformation:
[nvestment Property 7, B4B 246 7 848,246
Property, Planl, & Equipmern {net) b&3, 706 563,796
Depreciation/Amortization 4 452 4 462
For the Period Ended
June 30, 2011 (PODOD): Tolways Construction Others* Total
Ravenis.
Total revanus 47,002 282 348 329 351
Segrent results 110,525) 282 345 271,828
Met income {loss) 118,703) {15,034}y (34,737)
Assols and Liatiilies:
Segment asseis 117 D28 2,121,828 2,238,826
Segmeant lishilities 52,340 B 231,845 8,284,285
Ciher sagmend infarmalion:
Investmant Property 6 601 600 £.601.600
Proparty, Plant, & Equiprment {nel} 4,583 038 BS57 243,440
DepraciationfAmortization 76 20.316 51,292

* fnchide revanyg sheres and rental ireome.



l.7.h

1.7

1.7k

Material events subseguent to the end of the interim period 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 intenm
period, including business combinations, acquisition, or dispesal of
subsidiaries and long-term investments, restructurings, and discontinuing
operations.

- Not applicable -

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

- Mone -

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

1.7.k.1 Pending Lawsuits and Litigations:

The Company is involved in continuing litigations relating to labor
and civil cases. The ultimate oulcame of these litigations cannot
be determined vet and no provision for any lability that may resuft
has been made in the books. The Company's management and
its legal counsels believe that the final resolutions of these claims
witl have material effect on the financial position of the Company
as this will invoive urndetenminable amount of rmoney.

The labor cases consist of those filed against the Company
involving mostly of illegal dismissal, backwages, and separation
pay. Most of these cases have been ruled by Labor Arbiler i
favor of the compiainant. However, these cases are on appeal by
PNCC before the National Labar Relation Cornmission {NLRC).

On the other hand, the civil cases filed against the Company
consist of cases involving damagss, colfection of money, and
atforney’s fees which ars still on fitigation before the varous
Regional Trial Courts (RTC). Those filed by the Company against
other indivicual companies consist of suits involving sum of
money, damages, and breach of contract which involve
undelerminabla amount of monay.

1.7 k.2 Tax Matters:
The Company was assessed by the Bureau of Intemal Revenue

(BIR) of its deficiencies in various taxes. However, no provision
for any liability has been made yet in the financial statements,



1.7.k2a

17k2Db

17k2e

17.k2d

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

FPNCC sought reinvestigation of the case on Nowernber
08, 1995, and as & consequence, the BIR issued a final
decision ot Seplember 09,2004 ordering PNCC to pay
the amount of P101.46 miflion or a reduction of
P111.87 million represseniing deficiency coniractor's
tax. The BIR rasoived to cancel and withdraw the said
assessment, it being bereft of ment and lack of legal
basis, thus finding PNCC's contention meriforious.

The BIR, however, reiterated the demand to pay the
amount of P101.46 milfion for deficiency income lax
{P97.42 miffion) and deficiency documentary stamp fax
(P4.044 miflion) plus increrments that may have
accrued until actual payrment.

PNCC, in its letter of February 15, 2005 fo the BIR,
informed the latter through its Coflection and
Enforcement Division, that in the interest of faimess
and due process, the Company had filed a Petition with
the Department of Justice (DOJ) seeking reversal of
the Bureau's resolution holding PNCC still liabls for the
aforesaid tax deficiencies and had applied for an
interim order or measure from the DOJ to suspend or
stop the collection of subject amount pending
resofution of the Pelition.

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

1992 Deficiency income tax, deficiency value-addad
tax and deficiency expanded withholding tax of P1.G4
billion which was raduced to P709 million after the
Company's written protest.

Management, however, requestsd for a
meeting/conference for the clanfication of the issue, the
reduced amount stif being the result of a jeopardy
assessment The Bureau has not responded fo date.

2002 Deficiency inteémal revenue taxes totaling P72.92
million

Managemen!, in close coordination with the concermed
BIR officers presented a more delailed analysis of the
accounts. Said presentation and the Company’s
availment of the tax amnesty had substantially reduced
ihe aforasaid tax deficiency.



1.7k2e Proposed deficiency taxes for taxable year 2006
amounting to P116.141 million {inclusive of interest of
F48.76 million).

Management, in its letfer of October 28, 2010 to the
BIR, protested the aforesaid proposed deficiency laxes
based on the foflowing grounds:

Prescription of limitation upon assessment and
cofllaction pursuant to Section 203 of the NIRC of 1997,
which provides that ‘Except as provided in Section
222 internal revenue taxes shall be assessed within
three (3} years afler the last day prescribed by law for
the filing of the retum, and no proceeding in court
withou! assessment for the collection of such taxes
shall begun affer the expiration of such period:
Provided, That in case where a retumn is filed beyond
the period prescribed by law, the three (3) year period
shall be counted from the day the retum was filed. For
purposes of this Section, a retumn filed before the fast
day prescribed by law for the filing thereof shall be
considered as filed on such fast day.”

The Company did not waive the aforesaid defense of
preschption under the statufe of limitation. The
Company deemed the pedinent "Waiver" unnecassary
because all the required documents were fimely
provided and the books of accounts were made
avaifable to the team upon conduct of the examination.

Beatwean the perod from May 07, 2008 (the date the
Letter of Authority was received by PNCC) to October
21, 2010 (the day befere the Notice was issued by the
Bir and received by the Company), there wseme no
prasentation of any findings that will require ihe
Company to request extension or more fime to subrmit
documents to deny any or all of the same.

Revenue Regulations (RR) No. 12-39 provides that the
Revenue Cfficer who audited the laxpayers records
shall initiaffy discuss with the lafter the result of the
investigation prior fo submvssion of the report of his
investigation to the Chief of the Division concemed.
No discussion heppened as the Company came io
know of the findings on the alleged daficiency taxes
only on October 22, 2010, way beyond the three {3}
year prescription pariod of Aprif 15, 2010,

To date, the Company has not received any formal
communication from the Burcau after ifs lether of
October 29, 2010




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

Item 2.1 Comparable discussion that will enable the reader to assess matenal changes in
financial condition and results of operation since the end of the last fiscal year
and for the comparable interim perod in the precading financial year.

Financial Condition:

As of June 30, 2012, the Company's resources fotaled P9.702 billion, lower by
P25 688 miliion or 0.26 % compared lo the December 31, 2011 figure of PR.728

bilfion.,

The decrsase in resources is discussed, in details, in fem 2.2..

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

Pesrformance indicators | As of D6/30/12 | A= of 06/30/41

Explanation

Curant  Ratio  (Current 0.119 0.237
\Assets / Current Liabilities)

The Company's ability to meet i
current obligations as they fall du
decreasad from P0.237 to P1.00 as o
the 1st quarter of 2011 to PO.119 ¢
P1.00 as of the same period of 2012
This was mainly due tc the 48.24%
decrease in current assels vis-a-vis th
2.89% incraase in current [liabilities,
which increase was brought about
the accrual of the 2% penally charge
on unpaid cancession fee payable t
the TRB.

Cuick Ratio (Quick Assets / 0116 0.233
Current Liabilities)

The decreasa in the quick ratla or aqd|
test ratio was also due to the reason
stated abave.

Total Debt to Total Assets 88.1% 24.7%

The ratio measures the Company's
akility to pay s maturing obligations,
The Companys debt to assets rati
incteased due to the inctease in th
total liabiliies as discussed above,

Tatal Debt to Equity TIB7% 552.4%

The ratio measures the Company's|
ability to pay its maturing obiigations.
The Company's debt te eguity rati
increased due to the increase in th
total liabilities ag discussed above.




Item 2.2

Results of Operation:

For the quarler ended June 30, 2012, the Company's net foss amounied fo
P120.3 miition, compared to the reported net loss of P34.737 million for the same
perod of 20711,

As a result of the DPWH's (pursuant fo its PPP mandate) take over of the Daang
Hari SLEX Linkroad Project and the tum over of the oparation and maintenance
of the North Luzon Toliway and South Luzon Toltway to the Manila North Toliway
Corporation (MNTC) on February 10, 2005 and the South iuzon Tolway
Corporatiocn/MATES on May 02, 2010, respectively, the Company's revenue s
generaled by 10% of its share from Joint Venture Companies’ gross toll evenue
and its eamings from the leased FLCA property,

Other factors/reasons contribufory to the increase in the aforesaid loss are
discussad in ffem 2.2 8.

Discussion and analysis of material event’s and uncertainties known to
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

2.2a.1 The Companys inability to settle its outstanding ocbfigations with
the TRB amnd the National Gowvsmment brought abouwt by the
difficufties in colfecting its mceivables from various govemment
agencies and its limited revenues.

2.2.a.2 Pending fahor cases which consist of those fifed 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 National
Labar Relation Commission (NLRC).

2.2.a.3 Pending civil cases which consist of those filed against the
Company involving damages, collection of money, and
attormey's fees which are still on litigation before the varous
Regional Trial Courts (RTC).

22a4 Pending assessmenis on deficiency taxes. Discussion is
cortained under Hem 1.7.k.2 including courses of aclions
aiready undertaken by the Comparty to addness the issue.

The Company implemented a program of manpower fightsizing in 2001
and has been pursued gradually during the quarter. The program will be
considered in the succeeding quarters/Arears until the Company aftfains
manpower comgiement to match its present revenue level which is
generated significantly by its share int the Joint Venture Companies’ gross
toll revenue and its eamings from the leased FCA property.




The Company doss not have matenal off-balance sheet transaction and
arrangement dunng the reporting period.

As of reporting quarter, there is nothing that trigger direct or contingent
financial obligation that is material to the Company, excep! for the default
in payment of ils TRB joan and the recognition of debis to the National
Govemment.

22.b Any material commitments for capital expenditures, the general purpose
of such commitments and the expected sources of funds for such
expendituras

- None -

2.2.c Any known trends, events or uncertainties that have had or that are
reasonably expected to have a material favorable or unfavorable impact
an net sales/revenuesfincome from continuing operations

The following had affected ihe revenue generaling capacify of the
Company:

The veering away from the construction business since 2002,

The turm over of the North Luzon Tollway operations to the MNTC on
February 10, 2005,

The tum-over of its South Luzon Tollway operations to SLTC/MATES
on May 02, 2010, and

The lake over of the Daang Hari SLEX Linkmoad Project by the
DPWH, pursuant to its PPP mandate.

¥ vy
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2.2.d Any significant elements of income or loss that did not anse from the
issuer's continuing cperations

- Nof applicable -

2.2.e The causes for any material change/s (5% or more} from period to period
in one or more line items of tha issuar's financial statements




Meterial change's (5% or more) Iram perad 1o pefled in one or more Kt tems of tha iasuera financial Salemaents

Az ol Incraats (Cedrante)
|Ealance Sheat (P00 B3 12 123111 Armount kS Explaration of Vanances

Cash and Caah Equivalents 270,744 212642 58,102 1.3z CoMectong  of  revenueidiitend

share, rental, and proceede  from
. winal dispoanl

[ Acvaanies and Other Racanables 500,478 573,03 BaenTl 10 [Collection of revenualdividend cha
and harilal,

Recaivables from Gontracts T0as15 219,005 (000 (600 [Adustment of work womplehments]
for tha Daang Hard SLEX Linkmosed
Projest .

Invenlories at74 9320 1, 1465) {1220 Dhzpasal of obsotals]

- inenteriaaeorep malenals.
[Brepayments 17473 21,TE1 (4208 {18700 |aeorization of prepayments.

Accounts Payatble BzZ.o 157,235 {15,204 {4723} Paymenl of [RabilHy 10 CMMTC vi
offgatting againat revenue thers, aI

Accruad Cosls and Cihar Fayabbes 37443 34278 3,168 a3 PAoorual of themeandalory benalis and|
loave cradits of smployees and ofher
conts and expanses

Advancas rom Glients A8 281 50108 (31,828 (1858 Buik represonts application of rem
[depostis agamst monathly ranlal. i

Far lhe Second Quarter Enda Increase (D bank)
lincome Statemseni (POR)) D300 2 06311 Aoyt % Explanallon of Vananses

Consiruclion Income i 47 002 47,0023 (10000 |The project was Iekan over by DPAWH
for Iha purpose of bldding B oue)
pursuani to de FPE mandelw .

Construction Costs q 57.527 ®B7 527y (10000  (Manpower imioading. Reducthon
oosts |8 I direct releion to the;
dhsctacrts 0 the related revenue.

Share in Joinl Venlure Companies’ Grr.mr 32,202 265 100 (232,058 (BTA5) [Recopniken of the myenuas shame n

Revanug 2012 B sl on the  imes
guidabras issoed by Ihe TRE, which
| enthtbement 10 10% of ita share
the Jot Vanlure Companas
k| rvanUe,

Rewdal Income 20,5658 DERE 11,010 11289 Recogniion of neniod inoame from
Inuw lenants 0 the  leased
property.

Geners! and Bdneniatrativa Cverhesd 49 823 178,214 [1158,491) {7208

Interest [nexabe I 4,538 14 536) oy

] i

22f Any seascnal aspects that had a material effect on the financial

condition or results of aperations

- Not applicable -



