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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

U —

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

I. For quarterly period ended March 31, 2011

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

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

4, Metro Manila, Philippine 6. (SEC Use Only)
Province, Country or other jurisdiction Industry Classification Code:

7. PNCC Complex, KM. 15. East Service Road, Bicutan, Parafiague City

8. (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 purs:uant to Sections 4 and & of the RSA

Title of Each Class Number of Shares
Common 75,000,000
Special Common 10,000,000
Preferred 10,000,000
95,000,000

Note:

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.




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

Yes  [x] No []

—

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:
3

{a} has filed all reports required to be filed by section 17 of the Code and SRC Rule 17
thereunder or Seciion 11 of the RSA Rule 11{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 [] Mo [%]

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

Yes  [x] No []

PART I - FINANCIAL INFORMATION

Item 1. Financial Statements
Financial Statements and, if applicable, Pr¢ 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)

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

PART Il - QTHER INFORMATION

The issuer may, at its option, report under this item any informaticn not previously report in 4 report
on SEC Form 17-C. If disclosure of such information is made under this Part I1, it need not be
repeated in a report on Form 17-C which would otherwise be requited to be filed with respect to
such information or in a subsequent regport on Form 17-Q).



PART 1 - FINANCIAL INFORMATION {tern 1 -Financial Statements)
{item 1.1 -Statement of Financial Position)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF FINANCIAL POSITION

As of March 31, 2011
With comparative figures as of December 21, 2010
iIn Thousand Pesos)

Tarch 31 December 31
2011 2010
ASSETS .
Current Assets
Cash and cash equivalants P 345,842 377 903
Advances and cthes receivables, net 1,584 842 1,534,049
Imventaries 9 395 10,397
Prepayments 19,074 15,839
Total Current Aszets 1,969 154 1,938, 188
MNoncurrent Assats '
[rvestmants 266,504 266,504
Investment propery, net 6,616,007 . 6,630,415
Property and equipment, net 049 521 951,861
Deferred charges and ather assets 16,822 14,572
Aszats for Write off 8615422 9,615 422
Bllayanse for losses (8,615 422 (2,615,422}
Total Noncurrent Assets _ 7,848 854 _ 7063 352
E.__ 9,81 B,DEBE -] i 9,801 540
LIABILITIES AND STOCKHO| DERS' EQUITY
Current Liabilities
Accounts payatle B 317,382 331,780
Accrued costs and cther payables G BL6 322828
Duea to the Mational Government and ks strumentalities ¥ 554 593 7491 817
Total Current Liabilities 8188 831 8,145 405
Noncurrent Liakilities
Loans payable, net of current porion -
Advances from clrents 23341 44 092
Total Moncurrent Liakilities : 23 241 44 a2
Stockholders’ Equity
Capital stock 2,283 758 2283 758
Capgital in excess of par value 46,328 46 328
Rewvalustion increment in praperty LRES 651 898 661
Equity adjustments 5,551,726 5,051,726
Treasury Stocks {16,882) (16,802)
Subscnption Receivalle {56,159) (95,153}
Deficit 7,101,587 (7 096, 3801
Total Stockhalders' Equity 1,605 835 1,611,043
[~ 8,818,008 9 801,540

1|PNCC 20121
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™

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

Aging Schedule of Receivables and Advances

As of March 21, 2011
{in Thousand Pesos}

2[PNCC 2011 17 Quarterly Report

- PAST DUE_
Amount Current 01-30 80 a1-90 91-120 OYER 120
1. Unbilled contract recelvable 55262 11,866 10,888 11,637 18,906 11,875 -
02. Rilled contract recarvable 80,180 12,252 67,928
3. Contract retention receivable 2.75% 2,755
04, Accounts receivabls - trage i} - .-
05 Accounts receivablefpayable - subs, and-aff. 136,190 629 o0 785 853 B9 132,217
DE.  Accounts receivable - officers and employaes 243,738 419 g3 15 2,281 1158 240,796
07. Claims receivable 65,081 65,051
08. Other accounts receivable 835,647 T384b 36130 35,383 40 430 & BT 616,013
09, Advances to suppliers 714 642 30 20 22 -
10, Advances to subcontractar 8,463 35 215 139 148 &74 8,349
11 Advances to Contract Owner 0 -
12 Advances for SSS/ECC benefits 27 19 2 5] -
Sub-total 1,443,026 87,455 48,069 44 845 62,840 62,658 1,133,109
13, Advances to point venture 74,022
14, Advances to cesha 30
15 Advances to Bureau o Treasury 150,000
1G.  thput tax 21.753
17 Cutput tax (22,283)
6  Deferred inpuat tax 3172
16 Deferred output tax {71,695;
20 Inter-onit accounts payable {2,983
Sub-total 151,816
Total 1,504 842




PART 1 - FINANCIAL INFORMATION

(Itemi1 -Financial Staterments)
fltem 1.2 -Statement of Income)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
STATEMENT OF COMPREHENSIVE INCOME

Far the First Quader of 2011 and 2010
{in Thousand Pesos)

January 10 March
2011 2010
REVEMNUES
Canstruclion incame [~ 4290 p 50,133
Share in Joint Wenture Companies’ gross revenue 104,022 095,700
Tollways incame - 233,522
138,312 370,355
COSTS AND EXPENSES
Constructian cosis 25,750 26,267
Tollways costs - 85795
25,740 122,082
GROSS MARGIN - 12,562 237,293
GENERAL AND ACMINISTRATIVE OVERHEAD 91,733 a7.201
INCOMEILOSS) FROM OPERATIONS 20,829 180,082
OTHER INCOME [CHARGES):
interest and financing charges (62.,785) {77.018)
Rental income 4844 5148
Interest incarme 2228 7442
Other income 258 - 24 550
{55,685) (39,876}

NET INCOME [LOS3)

R (34858 R 120,216

Earnings (loss) per share:

{a) incame (loss}

¥ (0,20} 0.69

{b} number of outstanding common shares

174,444,748 174,444 745

3|PNCE 2011 1 Quar‘terlf R.Epﬂl't



PART 1 - FINANCIAL INFORMATION {tem 1 -Financlal Statements}
fitern 1.3 -Statement of Changes In Equity)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
STATEMENT OF CHANGES IN EQUITY

Faor the First Quarter of 2011 and 2010
iIn Thousand Fesas)

January to March
2011 2010
CAPITAL STOCH
|ssuediSubsoeriled:
Balartce at the begening of the year 2,283,758 [~ 2,2_8_3,?53
igeance during the year - ’ -
Exercise of stock option - -
Balance at the end of the quarter 2,283 758 2,282 758
k
Capital in Excess of Par Yalue:
Balance at the beginning of the year 48 329 46 329
Premiurn on exercised stock options - -
Batance at the end of the quarter 465,329 48,320
Subscrption Receivable
Balance at the beginning of the year {56,159] {56, 159)
Exercise of stock option - -
Collecthions - -
Halanee at the end of the guarter {56 1580} (56,158)
Treasury Stock {16,892} {16,802}
o.en7 038 2 257,036
REVALUATION INCREMENT IN FROPERTY
Balance al the teginning of the year %93,551 13,501,802
Appraizal increase - 4,565,815
Realization of the revaluation surplus - (306, 278)
Adjustment [overfunder take-up) - {10,217 85%)
Balance at the end af the quarter SO 561 g,543,244
EQUNTY ADJUSTMENTS:
From transiatios - 2,037 oae
Linder rehab pian-leans transferred ta MNat'l Govt - 547 840
& liabilities recommended for write-off 5,551,725 5,551 727
on lass of assets - {2.615,422)
Balance at the end of the quarter 5,551,726 {1,428, 387)
RETA/NED EARNINGS:
Balance at the beqinming of the year (7,006,281} (1,511,638}
Met income [loss} (34 856} 120,216
Correction of prior years' eamings 25,8650 (50, 710)
Balance at the end of the guarter . (7,101,687} {1,442 133)
STOCKHOLDERS EQUITY 1,609,836 £ &,929, 70

4§ PNCC 2011 1% Quarterly Report



PART 1 - FINANCIAL INFORMATION {tem 1 -Financial Statements}
{ltern 1 4 -Statement of Cash Flows)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF CASH FLOWS
Forthe First Quarter ot 2011 and 2010
tIn Thousand FPeses)

January to March

2011 2010
: .
CASH FLOW FROM OPERATING ACTIVITIES:
Cash recgipts from custamers:
Toll collections = - R 233,522
Fevenue share 8014
Rentai 1,816 3,240
Cithers : 54,800 86,152
53,730 242,923
Cash paud to suppliers {58, 728) {134,611}
Cash paid to employeesidirectors/cansultants (44,548) {148,687}
Cash genarated from operalinns (34,537 {40,375}
Penaltes paid
Interests paid
ineome tax paid _
Met cash flows provided by {used in} operating actwvities ({34,537} {40,375}
CASH FLOW FROM INVESTING ACTIVITIES:
Purchase of propenty and aequptment {191} R - K- -
Froceeds from sale of fixed azsetsfsorap materials - -
Interests received 2378 8,745
Dividends received 288 20,578
Met cash flows prowded by {used m] uwesting activities 2,478 16,393
CASH FLOW FROM FINANCING ACTIMITIES:
FPayment of foan. :
Principal - {12,500)
Interests - 9,0
FPenalties - -
thers - (5,678)
Met cash flows provided by (used in) inancing activities - [27.252)
NET DECREASE {DECREASE) IN CASH AND CASH EQUWVALENT (32,081 {51,234}
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR . 377,003 :1,139?,409
CASH AND CASH EQUIVALENTS AT END OF FIRST QUARTER 345 642 1,048,175
= ——

S5|PNCC 2011 17 Quartetly Report



ltem 1.5

ltem 1.6

Item 1.7

B

Earnings {loss) Per Share 1,

The Company's earning (foss} per share is presented on the face of the
income Statement (ifem 1.2). Said earning (foss} per share is computed
by dividing the net income (loss) by the number. of outstanding cammon
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 National- Construction
Corgoration are prepared in conformity with the accounting principies
generally acceplted in the Philippines under the historical cost basis,
except for expressways and property and equipment accounts. which are
carried at revatued amounts. The financial statements are presented in
Phifippine peso, which is the company's functional and presemtation
currency. The amounts are rounded off to ihe nearest thousand pesos.

Motes to Financial Statemenis
1.7.a Accounting Policies and Methods

1 7.a1 The same accounting policies bnd methods of computation
are followed in the inferim financial statemenis as
compared with the most recent annual financial
statements. :

1.7.a.2 The Company has adopted some relevant and applicable
standards, but is stilf in the process of prepating ils
financial statements in full compfiance with the Philippine
Financial Reporting Standards. '

1.7.a.3 Revenue Recognition

Tollway income consists mainly of tolf coflections ' in
connection with the franchise granted to the Company o
construct, maintain, and operate tolf faciities in the North
and South Luzon Tollway. These revenues are no longer
recorded in the books pursuant to the Supreme Court
decision in the Ernesto B. Francisco vs. TRB, PNCC et.al.
and in the Strategic Alflance Development Corporation vs.
Radstock Secunties Limited ef. al. cases.

Construction income is recognized on a percenfage of
completion method or completed contract basis.  Other
revenue is recarded on accrual basis.

6| PNCC 2011 1% Quarterly Report



1.7.a4 Affowance for Doubtful Accounts |
Affowance for doublfid accounts is maintained at a level
considered adeguate fo provide for potentially uncollectible
receivables. The level of alfowance is based on. past
colfection experience and other factors that may affect
coffectibitify.  Evaluation of the receivables, on a per
account basis, is performed on a confinuous basis
throughout the year.

1.7.a.5% Inventories
Inventories consisting principally of consiruction matenials,
spare parts, and supplies are stated at cost, generally
determined by the average cost method for a significant
portion of domestic inventories and by the first in-first out
method for other inventories.

1.7.a6 Invesiments
The Corporation accounted iis investments in wholly-
owned/oontrofied subsiciaries and joint venfures at cost.
Allowance for impairment in losses, however, is provided
for investments in subsidiaries and affifiates.

Available for sale equity securities {club shares) are
recorded/measured/presented at fair markat value as
provided under PAS 38. s

1.7.a7 lnovestment Property ' ©orem

investment property are land or building or both held fo
earn rentals or for capited appreciation or both. Investment
property is recognized as an assef when and only when it
is probable that future economic benefilts associated
with the  property flows to the enlity and the cost of the
property can be measured refiably. .

investment property is- initially measired &t cost
Subsequent to initial recognition, the account.is stated at
fair value, which has been determined based on the
valuations performed by independent firms of appraisers.
The changes in fair value from year o year are recognized
in the profit or foss. '

t1.7.aB8 Property and Equipment '
Depreciation on properly apd equipment is provided on a
straight-line method over the following estimated usefuf
fives:

7IPNCC 2011 1% Quarterly Report



o
b
Assel Type ’ Esfimated Usaful Lives

Land improvemants 10 years
Buildings and improvements 10 fo 33 ysars
Construction equipment 2 to 10 years
Transporiation equiprment 3 to 5 years
Office agquipment-furniture and fixtures 5 yoars
Others 2 to 7 years

Major repairs and improvements are. capitalized,;

. maintenance and repairs are charged fo operations in the
year expenses are incurred. The cost of assets relired or
sold, fogether with the accumulated deprecialion are
removed from the accounts and any profif or loss on
disposition is credited or charged fo oiher income or
EXpenses.

1.7 a.9 Revaluation Increment in Property

The increase in the assel's carrying amount as welf as a
result of revaluation is credited fo equily under the heading
of "Revaiuation Increment in Property”. The revalued assef
is being depreciated and as such, part of the surplus is
peing realized as the asset is used. Realization of the
revaluation increment is credited to Retained Earnings
account.

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

for the unpaid subscriptions. . -

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

17.b Comments about the seasonality or cyclicality of interim oheratinns
- Not apphicabie -
17.c Nature and amount of items affecting assets, liabilities, equity, net

income ar cash flows that are unusual because of their nature, size,
or incidents -

, .
8 | PNCC 2011 1% Quarterly Report
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1.7.d

1.7.e

The Prepayments account in the amount of P19.074. milfion as of
the first quarter of 2011 increased by P3.235 million or 20.42%,
when compared fo the P15.83%9 millior as of Decamber 31, 2010.
The said increase represents payment of group hospitalization
insurance for the period February 23, 2011 to February 22, 2012.

The increase of P2.25 million or 15.44% in the Deferred Charges
and Other Assets account was brought about by the set-up of the
2% MCIT, )

The reduction of P20.571 million or 47.06% in the Advances from
Clients was due to the reversal of Deferred Credits account re:
completion of the National Transmission Corporation project along
the South Luzon Expressway in 2010,

Toliways income decreased by 100% from P233.552 million for the
quarter ended March 31, 2010 fo zero revenug in the quarter ended
March 31, 2011 due to the turn over of the SLEX operation to the
new operator in May 2010.

Other income decreased by 99.89% from P24.55 million for the
quarter ended March 31, 2010 0 PO.O28 milion in the quarter
endad March 31, 2011 due to the dividends recefved from Joint
Venture Companies in the year 2010. :

Interest income for the quarter ended March 31, 2010 in the
amount of F7.442 million was higher by 70.06% or P5.214 million
when compared to the March 31, 2011 figure of P2 228 miffion.
This is alfributable fo the Company’s minimal moh@y market
placements, ' :

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

- Naot applicable - k
lssuances, repurchases, and repayments of debt and equity
securities .

PNCC was nof able to make any settlement of its concession fee
obligation fo the Tolf Regufatory Board (TRB) duning and as of the
first quarter of March 31, 2011, The last payment was made on
Jufy 16, 2010,

9[PNCC 2011 1" Quarterly Report



1.7.1

c.

The formulation of payment plan on the cumulative balance has yet
to be finalized.

Penalty charges of 2% accruing from the TRB' foan are
conlinuoustly recognized in the books.

Fayment of dividend

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

Segment revenue and segment result for business segments or
geographical segments, whichever is the issuer's pnmary basis of
segment reporting

-

10 | PNCC 2011 1% Quarterly Report




- Tolivaerys operanon; and

PO S stuces of revenyes are as fallows:
|

COnTRISHOT Cheratien

The trn gvar of the MLEX and SLEX sparations o the new operators in February 2005 and in Mey
2010, respecively. restled to the PNCC's ertitemsnt only [ @ share in the gross proceeds of te foll

Ciper slicns

SHCE 15 invokad in the Daang Har SLEX Linkroad Project, The Company is deslgnated a5 the Main
Tirkey Contraciol responsible for the undeaking the Advance Works and for e Implamentation of
Wi Aesign and construction ta e Road Pioject which ¢onsists of a toll road faciity connecting Ciaang
Har Foad -1 Zavito to the SLEX near Susana Heights [rtaérchande.

The toliowing tables present the revedus and income wdormation and certan asset and liahility
mdorman.an regarding the busingss segrments for the guarters ended March 31, 2011 and March 31,
10 Segment a5sels end habiites gxclude income tax assets and liabilities.

Far the Pericd Endad

Rarch 31, 2041 {PO0G}: Tollways Construction Othars Total
Haviniug
Toatal ressenii . - 24 290 111,422 145412
| Senrent results - £.540 111,122 119.862
el incorme - 3,251 (38,107) (34 85€]
Azeels and Lighiklag
Seqment ansets o 105,618 2,130 840 2,735 658
Saament abities - 24 204 8177 263 5212172
[ Cihar sagment inform.ation
Euxprraseay inet]l - - -
lrvesirment Froperty - 6616007 B616 007
Property, Flant, & Egquiprment éner) - 5053 94 458 19 531
DepreciationfAmor tzation - 521 17 406 17 827
For the Petiod Ended
Marsh 3. 2070 {POod): Tollways | Construction Cthers Total
Fevenis.
Total feverue 233522 50,133 132 840 416,495
| _Seqmernt resulis 147 727 13 266 132 840 24433
Mt ineams 132 5B 12025 {24 ABT] 120,216
Agzels and Lichifiies:
Segment assets 232317 4046600 | 4273917
Syt liabilities 4 399,303 fi2 540 S 081843
“Difar segrmant infanation;
_ Expressway (nat) 1917 M4 E29 2316 546
Ireestrnerit Property 1] B.515,154 8515154
...Fropesty, Mart, & Equipment (net) 2,152 315,299 218 051
| DraprecisticndAmortizaton a3 27024 27 4572

11| PNCC 2011 1" Quarterly Report




L7.h

1.7

Material events subsequent 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 compasition of the, issuer during the [nterim
period, including business combinations, acquisition, or disposal of
subsidiaries and longsterm investments, restructurings, and
discontinuing operations. S

- Not appficable -

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

1.7).1 The fofflowing contingent fabifities reported in the 2010
guarterdy and annual reporls are no longer disciosed in the
2011 Annual Report, due to finality of decisions as discussed
below:

1.7 j.1.a Asiavest Merchant Bankers (M} Berhad vs. PNCC
The case involves the enforcement of a foreign
judgment, which was rendered against CDCP-
ENCEC in Malaysia for guarantees issued on vanious
construction projects. The amount involved is MR
5,200,000, As of December 31, 2010, the amount
stood at MR 17,674,684 {inclusive of interest from
March 1983 to September 2003} or an equivalent
amount of P251. 184 mifion based on the exchange
rate of MR to P14.2115 as of said dafte.

On July 13, 2009, the Supreme Court (First Division)
demied with  finally Asfavest’s Molion for
Reconsideration of the Aprit 15, 2009 degision on
the following grounds: (i) insufficient or defective
verification under Section 4, Rule 7, 1987 Rules of
Civil Procedures, as amended, (i) defective or
insufficient certification against forurm shopping in
violafion of Section 5 Rule 7, 1987 Rules of Civif
Procedures, as amended for submitiing : a
photocopy of said venfication/certification of nen-
forum shopping and for failure to aftach the special
resolution appointing affiants as liquidators of the
petitioner. .

12| PNCC 2011 1" Quarterly Report




1.7.)1.b  Radstock Securities Limited vs. PNCC

Radstock, as assignee of Marubeni Corporation, filed
a complaint for a sum of money and damages with
application for writ of prefiminary attachments with the
Regional Trial Court (RTC)-Mandaluyong Ciy to
colfect on PNCC’s guarantees on the unpaid loan
obligations of COCP Mining Corporation. --The RTC
granted the Complainant’s prayer for the issuance of
the Writ of Prefiminary Aitachment resulting fo the
garnishment of PNCC's bank accounts and
attachments of subsfantial portion of its propedties. -

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

On Aprit 20, 2010, the Supreme Couwt denied with
finality the Second Motion for Reconsideration filed by
Radstock on the P6.186 biflion Compromise
Agreement with PNCC. ' :

17k Existence of material contingencies and any other events or
transactions that are material to an understanding of the cumrent
interim period

1.7 k.1 Pending Lawsuits and Litigations:

The Company is involved in continuing litigations relating to
fabor and civil cases. The uftimate outcome of these
fitigations cannot be determined yet and no provision for any
fiability that may result has been made in the books. The
Company's management and its Jegal counsels believe that
the final resolutions of these claims will have matérial effect
on the financial position of the Company as this will involve
undeterminable amount of money. :

The tabor cases consist of those filed against the Company
invplving mostly of Hlagal dismissal, backwages, and
separation pay. Most of these cases have been ruled by
Labor Arbiter in favor of the complainant. - However, these
cases are on appeal by FPNCC before the Natrana! {Labor
Refation Commission {(NLRC). ' .

On the other hand, the civif cases fifed against the Company

consist of cases involving damages, collection of money,
and attorney's fees which are stiff on litigation before the

13 [ PNCC 2011 1" Quarterly Report



various Regional Trial Courts (RTC). Those filed by the
Company against other individual companies consist of sufis
involving sum of maoney, damages, and. breach of contract
which invoive undeterminable amount of money. . °

1.7 k.2 Tax Matters:

The Company was assessed by 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.

1.7k2a 1980 Deficiency income tax,  deficiency
contractor's tax and deficiency documentary stamp
tax assessments by the BIR totaling P212.52
miflion.

PNCC sought reinvestigation of the case on
November (08, 1985 and as a consegquence, the
BiRR issued a final decision on September 08,2004
ordering PNCC fo pay the amount of P107.46
mifion or a reduction of P111.87 mitlion
representing deficiency contractor's tax. The BIR
resolved to cancel and withdraw the said
assessment, it being bereff of mernt and lack of
legal basis, thus finding PNCC's contenﬂron
meritorous.

The BIR, however, reiferated the demand to pay
the amount of P101.48 miflion for' deficiency
incormme  tax (P97.42 million) and deficiency
documentary stamp tax (P4.044 miflion) plus
increrments that may have accrued unm actual
payment.

FPNCC, in its letter of Februery 15, 2005 lo the
BiR, informed the latter through its Collection and
Enforcernent  Division, that in the interest of
fairness and due process, the Company had filed
a Petition with the Department of Justice (DOJ)
seeking reversal of the Bureau's resolution holding
PNCC stiff iable for the aforesaid tax deficiencies
and had appled for an interim order or measure
from the DOJ to suspend or stop the colfection of
subject amount pending resolution:of the Petition.

1 i
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1.7 k2.b Deficiency business tax of P84, . million. -::iue the

1.7.k2¢C

1.7k2.d

17.k2e

Belgian Consortium, the Company’ akpartner in its
LRT Project. _

1992 Deficiency income tax, defi clency value—
added tax and  deficiency expanded withholding
tax of P1.04 billion which was reduced to P709
million after the Company's written pmtest

Management,  however, requesfed far a
meeting/conference for the clarficafion of the
issue, the reduced amount still being the result of
a jeopardy assessmenf. The Bureau has not
responded to date.

2002 Deficiency internal revenue taxes totaling
P72.92 million

Management, in close coordination with the
concerned BIR officers, is continuously presenting
a more detailed analysis of the accounts subject of
the findings. o

Proposed deficiency taxes for taxable year 2006
amounting to P116.141 millon (inclusive of
interest of P48.78 million).

Management, in its fetter of October 29, 2010 fo
the BIR, protested the aforessid proposed
deficiency taxes based on the following grounds:

Prescription of fimitation upon assessment and
coflection pursuant to Section 203 of the NIRC of
1897 which provides that "Except as pmwded in
Secfion 222, internal revenue taxes shall be
assessed within three (3) yvears after the last day
prescribed by faw for the filing of the retum, and
no proceeding in court without assessment for the
coffection of such taxes shalfl begun affer the
expiration of such period: Frovided, That in case
where a return /s filed beyond the period
prescribed by law, the three (3) year period shalf
be counted from the day the return was fled. For
purposes of this Section, a retumn fited before the
last day prescribed by law for the filing thereof
shall be considered as fled on such last day.”
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The Company did not waive the aforesaid defense
of prescription under the statufe of firmitation. The
Company deemed the perfinent "Waiver
unnecessary because all the required documents
were timely orovided and the books of eccounts
were made avaifable to the feam upon conduct of
the examination.

Between the period from May 07, 2008 (the date
the Leller of Authorify was received by PNCC) to
Ocfober 21, 2010 (the day before the Nofice was
issued by the BIR and received by the Company),
there were no presentation of any findings that wilf
require the Company to request extension or more
time to submit documents to deny any or all of the
same. :

Revenue Regulations (RR) No. 12-9% pravides
that the Revenue Officer who audited the
taxpayer's records shalf initially discuss with the
fatter the resuft of the investigation prior lo
submission of the report of his investigation (o the
Chief of the Division concerned. No discussion
happened as the Company came fo know of the
findings on the alleged deficiency taxes only on
October 22, 2610, way beyond the three (3) year
prescription period of Aprif 15, 2010.

To dale, the Company has not received any formal
communication from the Bureau after its letter of
October 29, 2010. o
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PART 1 -

Itemn 2.1

FINANCGIAL INFORMATION ({item 2 - Management Discussion and
Analysis [MDA] of Financial Condition and Results of Operations)

Comparable discussion that will enable the reader to assess material
changes in financial condition and results of operation since the end of the
last fiscal year and for the comparable interim period in the preceding
financial year.

Financial Condition:

As of March 31, 2011, the Company's resources totaled F9.818 bilhon,
higher by P16.468 miftion of 0.17 % compared to the December 31, 2010
figure of P3.802 billion.

The increase in resources was attributable fo the increase in receivables
from Joint Venture Companies and in the prepayment account,
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Fresanred hereundea
pptormance indls atars

i
s the discussion of the Company's and its majonty-owned subsidianies' key

FPerformance indicators

-
o As of U331

FHCC

As of 0313410

Explanation

Corren;  Rano (Turent
Assets S Carrent Liabiiies)

0.240

0505

The Compary’s ability to meet its cument
cbligations as they fall due decraased
from POS05 o P100 as of the 15t
quarter of 2010 1o PO24 tar P4.00 as of
the same pefiod of 2011, This was
mainly dus to the recognition of debt o
the National Govermnment.

Curreqt Lisbilities)

uick Rabo {Quick Aszets /|

G237

0.497

The docreass in the quick ratio or acid
test rafio was also due to the reason
stated above.

Taotal Diebt to Total Assets

82 .6%

36.3%

The ratic measures the Compamny's ability
o pay its maturing obligations. The
Comparys <ebt o - assels ratio
increased due to the intreass in the tolad
wabilities brought about by the
racognition of debts o the National

Total Debit 1o Sty

5114%

56.3%

The ratic measuras ihe Compary's ability
to pay its matnng obligations. The
Company's debt to equity ratic jincreasad
due to the increass in the total liabiltes
nrought about by the recogniion of debts
to the National Govermmsri.

hoset umover [Seles ar
Revenug | Average Total
hgsets)

_

14%

1 7%

Tha, very miningl asset umover of the|
Company was atnbuiable to the nhon-
mendmization of is
resourcesfequipments  due  to e
temporary  Yeefing awa';r m’m the
constnuction busingss.
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Feformance Indicatars

- Subszidiaries
At of 03024111 | Ac of BIIIYG

Explanation

Current

Hatio
Ansets FCurrent L abiities)

2231 2500 | Cument rgtio as of March 31, 2011
increased from that of March 31, 2010)
dug mainky in the decrease in cuTent

habilites.

fiCuerent

Quick Ratio (Quck Assets (
Currert Liabiliies)

2.802 2111 | The increase in e quick ratio or acid
tost raio was due to the decrease in

cumert liabilities.

Total Debt to Tatal Asgets

92 9% f96%| The subsidianes’ inabiity to meet itg
maturing abligations was evidenced by
its dabl to assets ratio of 92.9% as of the
| reporting quarter, compared to the ratio

of 89.6% as of the same perod last year,

Total Debt to Equity

1312.0% 8905%| The sybsidiaries projscted & debt to
pauity Tatio of 1313% as of the 14t
quarter of 2011 compared with 890.5%

as gfthe same pariod of 2010.

Item 2.2

Results of Operation:

For the quarter ended March 31, 2011, the Company’s net loss amounted
to P34 856 million, compared fo the reported net income of P120.216
mittion for the same penod of 2070.

As of the reporting quarter, the Company is involved in the construction of
the Daang-Hari SLEX Linkroad Project, which consists of a toll road facility
connacting Daang-Hari Road in Cavite fo the SLEX near Susan Heights
interchange fas the operation and maintenance of the North Luzoh
Toltway and South Luzon Toliway had been turned-over lo the Manila
North Tollway Corparation (MNTC) on February 10, 2005 and the South
Luzon Toltway Corporation/MATES on May 02, 2070, respectively]

As a result of the aforesaid turn over of follway operations 1o the new
operators, the Company is entitfed only to a share in the Joint Venture
Companies’ gross proceeds/ofl revenues. Co |

Discussion and analysis of material event/s and uncertainties known to
Managemeant 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, uncerainties
that will have a material impact on the issuer's liquidity
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2.2.b

22

2 2.a.1 The Company's inabiiity to sefffe its ‘outstanding qbﬁgafmns
with the TRB brought about by the difficulties in collecting
receivables from varnous government agencies.

2.2.a2 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
{ abor Arbiter in favor of the complainants, pending appeal
by PNCC before the National Labor Refat.-an Comm:ss.-on
(NLRC). L '

2.2.a3 Pending cfvﬁ cases which consist of those filed against the
Company involving damages, coffection of mqney, and
attorney's fees which are stiff on litigation before the
vanous Regional Trial Courts (RTC).

2 2.a4 Pending assessments on deficiency faxes. Discussion is
contained under ftem 1.7 k.2 including courses of actions
afready undertaken by the Company to address the issue.

To address PNCC’s liguidify concern, the Company implemented a
program of manpower rightsizing in 2001 and has been pursued
gradually during the quarter. The program will be considered in the
succeeding quarters/years untii the Company altains. manpower
complement to match ifs present revenue level which is generated
significantly by its share in the Joint Venture Companies’ gross toll
revenue, :

The Company does not have materiaf off-balance sheet fransaction
and arrangement during the reporfing period.
L)

As of reporting quarter, there is nothing that tngger direct or
contingent financial obligation that is matenal to the Company,
except for the defaull in payment of ifs TRB loan and the
recognition of debfs to the National Government.

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

- None -
Any known trends, events or uncertainties that have had or that are

reasonably expected to have a matenal favorable or unfavorabie
impact an net sales/revenuesfincome from continuing operations
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The foflowing had affected the revenue generating capacity of the

Company:
The veering away from the constrisction business s:nce 2002
The turn over of the North Luzon Tollway operations fo the

_r’

”~

MNTC on February 10, 2005; and

SLTC/MATES on May 02, 2010.

The tum-over of ifs South HKuzon Tofmfay operatrons o

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

- Not appficable -

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

Wiataria changols (3% a1 ™ org ) e pan cd b penicd in cae of Mofe IND 1M of te issuars Iinancial statemans

Aol Inereasa fDaca2ca)
Halonss Shaet [PO00) UETE R LY LT Amaunt & H Explaration of Yonances
Cach ang Cas Fouivalants 345 842 37T A0 (32,087 [&4H)
Fayments of payrolirelalod accousts
and purcherans of poodds and sandces,
i ot of Ccolkenctions duning the quarsc
Iirwer Les0s 3,246 10,2497 (1,0001) [ 63 Hepozal of absolebs IMverkories/sorap
. ensls.
Prenavments 13074 15633 3,735 0432 Fapmert of ogioup  haspetahization
inewrance for e petod T2FV2011 o
i i Me2r2 3201 2.
Liesegred Charges end viher ASssts B82S 14 572 2 F5 1544 St ufr of Datarred Cherges-WCT
Ackaancos e Clhanks 71341 44 137 :2[!.{51] 147 () Bulle reprosonts resarsal of defered
cradlit pocount e completndt of NTC
: prrjact akdng the South Lusson Tidkey
: ] 1 2010

Far the Sirst Luarter Ended

Ingrease {Datreass)

e e Shabeme bt |POHOGE NG Amcent % Explargtion-of Yarances
Carsinechon g 24 240 0,133 115,843) 131.801 Thie progect wias taken over by DEWH
for the porpose of Bidding it out,
o pursisant 1o s PP mendate .
Shato 1 Jeint Ventue Companies Gt 103022 95.7a0 g2 L T Shera in CMYTC eno SLTCS gross
Hevame e b 10 PRI .
Ty g orne 233,522 {23352 10000 Tum gesr of the SLEX operation to dwe
. . ) . ! ppargor i dey 2010,
Coestnalion Corks i 23,75 A62ET (10510 12000 ;Mmpmer rigakng.  Raducion “al
! ‘cosm g ine dirgct raleben o e
| . decrerasa in the relsbed evenius.
Cither Foorme i 24 550 124,522) {95,80] Amributable bo e AWM recawad
e rom they ok Veriune Companes.
Inbrar=l Inccie 2o2e TA42 Gy {7006}  [Mieasts Om bami sEanQs ceposits
angd morey merket placema nt.

221 Any seasonal aspects that had a material effect on the financial
condition ar results of operations

- MNof applicable -
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SIGNATURES

Pursuant to the requirements of the Securities Regulatiap Code, the issuer has duly caused this
report 1o be signed on its behalf by the undersigned thereunto duly authorized.

Issuer PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

L @rmgd ... Chief Finance Officer

Signature and Title

Signature and Title cevvenr.. 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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Dear SirlMadam:

We would like to inform you thal as of APR 17, 2013 03:05:33 PM today,
Reference Number: WLIST 2013000026740

Company Name: Philippine National Construction Corporation
Disclosure Subject: Quarterly Report for period ended March 31, 2011
Status: APPROVED

Should you need further assistance, please e-mail us at disclosure@pse.com.ph.
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lost, destroyed, amive late or incomplete, or contain viruses. The sender therefore does not accept liability for
any errars or omissions in the contents of this message, which arise as a result of e-mail transmission.

If verification is required please request a hard-copy version.

Philippine Stock Exchange, Inc.

PSE Center, One Exchange Road

Ortigas Center, Pasig City.

Philippines 1600

This message contains confidential information and is intended only for the named addressee.
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