PHILIPPINE NATIONAL
CONSTRUCTION CORPORATION

17 April 2013
CIO-RSD-017-2013L

MS., JANET ENCARNACION

Head, Disclosure Department

Philippine Stock Exchange

3™ Floor, Philippine Stock Exchange Plaza
Avyala Triangle, Ayala Ave., Makati City

Dear Ms. Encarnacion,
Pleasc see attached the SEC Form 17Q — 2011 2" Quarter Report of Philippine National

Construction Corporation filed with the Securities and Exchange Commission on April 17, 2013.

Very truly yours.

ROSALYN S./DELIVIOS
Corporate Infgrmation Officer

KM 15 EAST SERVICE BOAD, BICUTAN, PARANAGUE CITY, METRO MANILA, PHILIPPINES * ZIP CODE 1704
FAX O P 846-0591; DIRECT LINE : B46-0209 : TRUNK LINE | 846-3045




COVER SHEET
S T13jojef3le]l [ []TT]

5. EC. Regaralion Humber )
(PIH[ I JLTTTPTPTTINTE] JNTATTIIJOINTATLT T [ T T T T [ [ ]
ICIOINISTTIRIUICITIITO[N] JCJOIRIP[OIRIATTI[OIN] [ [ [ [T ] |
L+ T T I [T T T T 1 T T 1 T [ [T T [ T[T TT1]
L PP PP DT T T T T T T I T T TT T 1 1]
Kmpany's Full Hama} .

(PIN]C]c] JcJOIMIPILIEIX] TK[M] [1

I
‘El_|R[OJA[D] IEIIICIUITIAINJ [PlAl
Euslness ACrean: Ho. Twwet City / Town | Frovince)

| TEJAJSIT] TSTEIRIV]T[CE]
iAINIA[QIUTET TCTIJTIY] |

Alllen

[ ATTY. JOSE A BERNAS | [ §22-57-25 | .
Conuiet Parkon Comprny T wpteona Number i
|
L1 1]7]aQ I i
Mﬂnm RM TYFE ARIIY Dy
Fisca Vw Anrusl Mestng
[ [ L T T ] .
Tocardary Leeras Type, I Apphaabe :
i
. hapt Radquimiy e Doc. | A Arbctas Mmber ! Sacion ] E
F | | |
Talsl Ho of Sigciokders [T Farnegn

To be ccomplithed by SEC Persarmel Comcemed

N N N A D
Fik Mismibar - L
L [ | N _
Qocument 10 Caahitt
STAMPS




—
H Couritra® B ormtying
i- APR
SECURITIES AND EXCHANGE COMMISSION B r:
SECFORM 17-Q ey

QUARTERLY REPORT PURSUANT TO SE‘E:TI{]'N 17 OF SECURITIES
REGULATION CODE AND SRC RULE 17(2)b THEREUNDER

I. For quarterly period ended  June 30, 2011
=

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

b

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. Parafiaque 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 pursuant to Sections 4 and 8 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 ar all of these securilies listed on the Philippines Stock Exchange?

Yes [x] Ne [] _°

-

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:

*

{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, during the preceding twelve (12) months (or for such
shorter period the registrant was required to file such reports);

Yes [} Na [x]

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

Yes [x] No []

PART I — FINANCIAL INFORMATION
ltem 1. Financial Statements

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

ftem 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
{Refer 10 attached)

PART I1 - OTHER INFORMATION

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

{ltern 1

-Financial Statements)

{ltern 1.1 -Statement of Financisl Position)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

STATEMENT OF FINANCLAL POSITION
A5 of June 30, 2011

With comparative figures as of Dacamber 31, 2010
{In Thousand Pesos)

June 3] December 31
2011 2010
ASSETS
Current Assets
Gash and cash squivalents R 223,380 =4 377,803
Advances and other recejvables, net 1,887 947 1,534,049
Inventories 4,529 10,397
Prapayments 22 237 15,839
Total Current Assets 1,853,102 1,938 188
Moncurrent Asseis
Invesiments i 265 8H1 288 504
|rvestment property, net 6,601 600 6,830 415
Froperty and eqUiptnent, net 843,440 o951 861
Ceferred charges and other assets 200012 14 572
Assets for write OFf 89615422 B B15 422
Allowance for losses {5,615 422) (B 615 422)
Total Mencurrent Assets 7,830 663 7,863 352
H 9,783 866 [ 8,801 540
—— - .- - - — .- -
*
LIABILITIES AND STOCKHOLDERS' EQINTY
Current Liabilities
Arcounts payahle = S09,370 -1 331,780
Arcrued costs and cther payables 130,741 3x2 828
Dus to the National Government and its Instrumantalitiss 7.B18, 065 7,401 817
~ Tokal Current Liabilites 8,258,176 8,146,405
Noncurrent Llabilities
Long-term debt-net of cument porticn -
Advances from clients 26,104 44,002
v Tatal Noncurrent Liabilities 26,104 44, 052
Stockholders' Equity
Capital stock 2,283,758 2,283,758
Capital in excess of par value 46,3249 48 325
Revaluation increment in praperty 828,661 BOE 661
Equity adjustments 5,551,726 5,551,726
Treasury stocks {16,892} (15,892}
Subscription receivabla {56,159} {96,159}
Deficit 7,207 742} (7,085 380}
Total Stockholders” Equity 1,400 581 1,611 043
[~] 4 783,065 = 82 .801 540

1|PNCC 2011 2™ Quarterly Report




PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

Aging Schedule of Receivables and Advances

As of June 30, 2011
{In Thousand Pesos)

PAST DUE
Amecunt Lurrent 01-30 3160 64-80 §1-120 OVER 120

01 Unbilled contract receivahble &7 067 &7 067 -
02, Billed contract receivable g9, 378 899,278
03, Cantract retention receivable 2,758 2,735
04, Accounts ﬂ_mnmfmgm__ﬁmqmw__m - sihs. and aff 195,685 1,554 5,981 ivs 845 451 186 345
05 Accounts mmnm?mc__m - officers and smployess 111,088 7.218 2,351 8,115 3,980 7,481 84,253
08, Claims receiNable 65,051 65,051
07. Other accounts receivable 1,020,649 14,545 44 784 51,083 42,235 38,292 830,204
08, Advances to suppilers 340 67 3z it 35 -
09, Advances to subcontractor G849 35 21 10 3 g1 5,959
10. Advances for SSS/ECC benefite {103} 50 52 34 {245}

Sub-tota) 1,568,787 80,537 5272 57,580 47,073 48,870 1,273,701
11. Advances te joint venture 4,022
12 Advances to cesla =]
13, Advances to Bureau of Treasury 150,000 -
14, Input tax 24,01
15, Qutput tax {20,708)
16, Defarred input tax 1,478
17. Deferred output tax {945, 861)

Sub-total 128,160

Tatal

1,697,947

2|PNCC 2011 2™ Quarterly Report




PART 1 - FINANGIAL INFORMATION

{tem 1

-Financial Statements)
(tern 1.2 -Statement of Comprehensive Income}

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
STATEMENT OF COMPREHENSIVE INCOME T

For the Second Guarker of 2011 and 2010
{In Thousand Pesns)

January to June Aprit ta Juna
v 2011 2010 2011 2014
REVENUES )
Construction inGome B 47002 R 100,200 12,712 R 50,157
Share in Jeint Venture Companies’ gross revenue 285 100 218101 161,078 122,401
Tallways ingome - 316,675 = 83.153
312,102 635 066 173,790 255711
COSTS AND EXPENSES
Construction costs &7 527 73,393 777 37,126
Taliways costs - 173,142 - 87,347
57,527 245 535 aTTT 124, 473
GROSS MARGIN 254,575 388,631 142 013 131,238
GENERAL AND ADMINISTRATIVE OVERHEAD 178,314 235 417 86,581 138,216
INCOME{LDSS) FROM CPERATIONS 76,261 153,114 55,432 {6,978}
OTHER INCOME [CHARGES):
Penalty charges {128,247 {126,247) (63,482) (49,231)
[nterest and financing charges , (2,000} {22,520} {2,000} (22.530)
Rental incame ! B.6AR 9,978 4,844 4,830
interest intome 4,936 16,205 2. 708 8,783
nisceliansous and other ingome 2825 425 S48 2,597 400 958
f410,9848) 302,054 {55,313) 32 830
NET INCOME [LOSS] (24,737} 456 068 18 335,852
]
Eaming (loss; per share:
fa} income {IussL _— _— i, 0.200 - 251 0,00 193
b number of nutstandinﬁ common shares 174,444 784 174,444 749 174,444 748 174,444 748
- s—- —— - -—_ —— — —

3| PNCC 2011 2" Quarterly Report
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PART 1 - FINANCIAL INFORMATION

{(tem 1

-Financial Statemenis)
{itarn 1.3 -Statement of Changes in Equity}

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
STATEMENTS OF CHANGES IN EQUITY

For the Second Quarter of 2011 and 3010
{In Thousand Fesos)

-

January to Juna
2011 2010
CAPITAL STOGHK
{ssued/Subscribed.
Balance at the heginning of the year 2,283,756 R 2,283,758
lssuanca during the year - -
Exercise of stock option _ -
Balzance at the end of tha quatter 2,283,758 2283 7H8
Capital in Excess of Par Value: :
Balance ai the beginning of the year 46,329 463,329
Prarmium on exercised stock options - -
Balance at the end of the quarte 456,328 - 45 329
Subscription Receivabie
Balance at the beginning of the year {56,155} {56, 189]
Exercise of stock option - -
Coliections - -
Balance at the end of the quarter {56,159} {58,159}
Treasury Stock {16,882 {16,892}
2,257.036 2,257,036
REVALUATION INCREMENT IN PROPERTY
Balance at the beginning of the year B&B 661 £.543,244
Revaluation decrease - -
Appraisal increase - -
Adjustment {overfunder take-up} - -
Balance at the end of the quarter 508,661 8,543 244
EQUITY ADJUSTMENTS:
From transfation 2,037 688
Under rehab plan-loans transferred to Natl Govt - 597 541
O liabilities recommended for write-off £551,726 5551726
On loss of assets - (9.615,427)
Balance at the end of the quarter 5,551,726 {1,428,367}
RETAINED EARNINGS:
Balance at the beginning of the year {7,086 380) (1.511,638)
Met income (ioss) (34, 737) 458 067
Correction of priar xaars'eamings {76,625} {207 479)
Balance af the end of the quarter (7,207,742} {1,343,051)
1,488 681 = 0,028 862

=STDCI(=I;|CILDEHE' EQUITY

4| PNCC 20111 2% Quarterly Report




PART 1 - FINANCIAL INFORMATION (tem 1

-Financial Statements)
{Item 1.4 -Statement of Cash Flows)

PHILIPPINE NATIONAL CONSTRUCTION CORRORATION

STATEMENT OF CASH FLOWS
For the Second Quarter of 2011 and 2010
{In Thousand Pesos)

CASH AND CASH EQUIVALENTS AT END OF FIRST QUARTER
—— — — - e o =

LA ~ Wanuary ta June
2011 2010
CASH FLOW FROM OPERATING ACTIVITIES:
Cash recalpts from customers:
Tali coligctions = - ] 318,675
Revenua share B.014 30,215
Rental | 4,043 5,855
Others 50,881 502, 299
: 72,938 854,745
Cash paid to suppliers {93,853) (271,191)
Cash paid to employeas/direciors/eansuliants {143,438} {440 B42)
Cash generated from operations (154,351) 142,712
Panaliies paid {100
Interests paid -
Ineome tax paid {5,565)
Net cash flows provided by {used in) operating activities {164,351} 135,643
CASH FLOW FROM 'NVESTING ACTIVITIES:
Purchasse of property and equiptment {245} {19,514}
Proceeds from sala of fixed assetsfacrap materals 6,885 3,148
interasts received 4,913 14,448
Dividends received 283 34,378
Net cash flows provided by (used in) investing activilies 11,842 32,434
CASH FLOW FROM FINANCING ACTIVITIES:
Payment of fean:
Principal - (25,0007
Interests - - {17 581)
Others (2,004} {205,678)
[Net cash flows provided by {used in) financing activities {2,004} {248,259}
NET DECREASE (DECREASE) IN CASH AND CASH EQUIVALENT {184,513} {80,157)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 377,903 1,096 851
223,390 1,016,694

5| PNCC 2011 2"Quarterly Report




ltem 1.5

Item 1.6

tem 1.7

Eamings (loss) Per Share

" The Company's earning (loss) per share IS presented on the face of the
. Income Statement (flem 1.2). Said earning (loss) per share is computed

by dividing the net income (loss) by the number of outstanding common
shares. -

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

The interim financial statemenis of the Philippine National Construction
Corporation are prepared in conformity with the accounting pAnciples
generally accepted in fthe Philippines under the hisforical cost basis,

except for exprossways and property and equipment accounts which are

- carried at revalued amounts. The financial statements are presented in
' Philippine peso, which is the company’s functional and presentalion
- eurrency. The amounis ar¢ rouncied off to the nearest thousand pesos.

" Notes to Financial Statements

" .4 7a Accounting Policies and Methods

17.a1 The same accounting policies and methods of computation
are foflowed in the interim financial statements as
compared with the most recent annual  financial

. statemen!s.

17.a.2 The Company has adopted some refevant and applicable
standards, but is stil in the process of preparing Hs
fnancial statements in full compliance with the Philippine
Einancial Reporting Standards.

1.7.a3 Revenug Recognition

Tollway income COnNsists mainly of toff coflections in
connection with the franchise granted lo the Company o
construct, maintain, and operate toll facitities in the North
and South Luzon Toliway. 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 Alfiance Development Corporation vs.
Radstock Securities Limited et.al. cases.

Construction income s recognized on a percentage of

compietion method or completed contract hasis. Other
revenue is recorded on accrual basis.

e e _6 | PNCC 2011 2™ Quarterty Report




1.7.8.4

1.7.a5

1.7.a6

1747

1.7.4.8

Aifowance for Doubtful Accounts

Allowance for doubtiul accounts is maintained at a level
considered adequate to provide for potentialty uncolfectible
receivables. The level of affowance is based on past
collection experience and- other factors that may affect
colfectibility. Evaluation™of the receivables, on a per
account basis, is performed on & continuous basis
throughout the year.

i

Inventones

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

Investmen

The Corporation accounted ils investments in wholfy-
owned/controlied subsidiaries and joint ventures at cost.
Allowance for impairment in losses, however, is provided
for investments in subsidiaries and affiliates.

Available for sale equity securilies (club shares) are
recorded/measured/presented at fair market value as
provided under PAS 39.

Investment Froperty

investment properly are land of building or both held fo
earn rentals or for capital appreciation of both. Investrment
property is recognized as an asset when and only when it
is probable that future economic benefits associated
with the  properly flows to the entity and the cost of the
property can be measured refiably.

investment property is imitially measured af cost
Subsequent to initial recognition, the account is stated at
fair value, which has been determinad based on the
valuations performed by independent firms of appraisers.
The changes in fair velue from year fo year are recognized
in the profit or loss.

Fro and Equipment

Depreciation on property and equipment is provided on &
straight-line method over the foflowing estimated useful
lives:

7 |PI'ECC 2011 2"_“ Quarterly Report




1.7.b

1.7.c

Assef Type Estimated Useful Lives
Land improvements 10 years
Buildings and improvements 10 to 33 years
Construction equipment 2o 10 years
Transportation equipment 3to Syears
Office equipment-fumniture and fixiures 5 yoars
Cthers 2 fp 7 yoars

Major repairs and improvements are  capitalized,
maintenance and repairs are charged o operations in the
year expedses are incurred. The cost of assets retired or
sold, together with the accumidated depreciation are
remaved from the accounts and any profit or loss on
disposition is credited or charged fo other income Of
EeXPEnses.

17.a.9 Revaluation Increment in Propeny

iThe increase in the asset's carrying amount as well as a
result of revaiuation is credited fo equity under the heading
of “Revaluation Increment in Property”. The revalued assetl
is being depreciated and as such, parf of the surplus Is
being realized as the assel is used Realization of the
revaluation increment is credited {0 Retained Earnings
account.

1.7.a 10 Subscription Receivables
Subscription receivables represent the unpaid amount due

from the subscribers on subscriptions of shares of thc
company stock, the due dales of which are by agreement
of valid call by the Board of Directors, As of the reporting
quarter, there was no call made by the Board of Direclors
for the unpaid subscnplions.

1.7.a.11 Borrowing Cosis
Borrowing costs arg expenses as incurred.

Comments about the seasonality o cydlicality of intenim operations
- Not applicable -

Nature and amount of items affecting assets, liabilities, equity, net

income or cash fiows that are unusual because eof their nature, size,

or incidents

The Prepayments accournt in the amount of P22.237 milion as of

the second quarter of 20711 increased by P6.398 million or 40.39%,
when compared {o the P15.839 milion as of Decerber 31, 2010

8 PNCC 2011 2" Quarterly Report




1.7.d

The said increase represents payment of group hospitalization
insurance for the period February 23, 2011 to February 22, 2012,

The increase of P5.44 million or 37.33% in the Deferred Charges
and Other Assets account was brought about by the sef-up of the
2% MCIT. -

Accounts Payable increased by 53.54% or P177.681 million from
P331.76 mitlion as of December 31, 2010 to P50%. 37 miflion as of
June 30, 2011 due mainly to the recognition of fiability to CMMTC
representing cost of toll plaza refurbishment and transcore
equipment.. '

Accrued Costs and Other Payables decreased by 59.5% or
P192.087 mitlion from P322.828 million to P130.741 milfion as of
June 30, 2011 due to the payment of separation/retrenchment pay
of vanous employees.

The reduction of P17 983 miflion or 40.79 % in the Advances from
Chents was due fo 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% or P233.552 mifion from the
quarter ended June 36, 2010 fo quarter ended June 30, 2011 due
to the turn over of the SLEX operation {0 fhe new operator in May
2010.

Qther income decreased by 98.38 % from P425 548 milfiors for the
quarter ended June 30, 2010 to P2.625 million in the quarter ended
Jung 30, 2011 due fo the dividends received from Joint Venture
Companies and the recognition of other toll refated income during
the first and second quarters of 2010, respectively.

interest income for the guarter ended June 30, 2010 in the amount
of P16.205 million was higher by 6%.54% or F£11.269 miffion when
compared to the June 30, 2011 figure of FP4.936 milfion. This is
aftributable to the Company’s minimal interests earn from savings
depasits and money market placements.

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

9 PNCC 2011 2™ Quarterly Repart




1.7.e

1.7.f

1.7.9

- Not applicable -

Issuances, repurchases, and repayments of debt and aquity
seclrifies

PNCC was not able o make any Settiement of its concession fee
obligation to the Toll Regulatory Board { TRB) during and as of the
second quarter of 2011. The last payment was made on July 16,
2010,

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

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

Payment of dividend

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

Sagment revenue and segment resuit for business segments or
geographical segments, whichever is the issuer's primary basis of
segment reporting

10 | PNCC 2011 2™ Quarterly Report




PHCC's spurcaes of revenues are as 1olows:
1. Tolways operation, and
2. Construction oparation.

he turn over of the NLEX and SLEX operations 1o the new operalors in February 2005 and in May
2010, respeciively, resulted to the PNCC's ennbismment onfy 1o a share w the gross piocesds of the 1ol
operstions. -

ENCC is involved in the Daang Han SLEX Linkroad Progact. The Company is dasignated as the Main
Turkey Coriractor responsible for the undertaking the Advance Works and for the implemenmation of
the design and construction fo the Road Preject which comsists of boll road faclity commecting Daang
Har Road n Cavite to the SLEX newr Susana Heights nterchange.

The Following tables prosent the Tevanue and income informaton and cerain asset and Habiity
informabon regarding the business segments for the quariers anded June 30, 2011 and June 30,
2010. Segment assets and fiabilities exclude income tex assats and habidlies.

Eor the Parlod Ended
Juwe 30, 2011 {PO0O}: Tolhways Constructinn Others Tatal
| Ravenug’ |
Total rovanue - g7 002 282344 328 351
Segmernt resuls - (10,525} 282 319 271.624
Meat incomeé (nss) - (18,7030 (15,024} {7370
Asgeiz and Lighiiias:
Sagment assels - 117098 221828 2 23k 9076
Seqmert lisbilities - 52 340 g.231845 8284285
Othar saqrneid informnation:
Expressway potl - - - -
kvastment Froperty - - £, A0 1,600 6 601.600
Property, Plart, & Eguiprment fnaf) - 4583 935 857 943 440
Depreciation'Amorhzation - a76 20316 £1,292
Faor the Parlad Ended
June 30, 2010 {PODO}: Tollways | Construction Qthers Total
Havanya.
| Total revanué 36675 100 230 - 416 985
Segmert results 143 533 JE ROV - 170,430
Met incoma 134 48 21,085 300,334 456 067
Assafes and Lighillias:
Segmant a558ls 150381 98 666 4213816 4 462 863
Segrment habiliies 4 276441 g6 BT3 TT5 B 5103178
Ciher segmant informabion:
Evprosswen [net) 1722 - 2291326 2,293 048
Imvestment Praperty - - 6486 339 6,486 339
Property, Plant_& Equipmerd inet) 23306 4990 210410 347 706
Deprad st pnd Amartization ] 584 82412 g3 Bah

11 | PNCC 2011 2™ Quarterly Report




l.7.h

1.7.

Material events subsequent to the end of the interim period that
have not been reflected in the financial statemenis for the interim
paricd

- None -

Effect of changes in the composition of the issuer during the interim
period, including business combinations, acquisition, or disposai 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

1.7.j.4 The following contingent kabilities reported in the 2010
quarterly and annual reports are no longer disciosed in the
2011 Annual Report, due lo finality of decisions as discussed
befow:

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-
. PNCC in Malaysia for guarantees issued on vanous
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 inferest from
March 1983 to September 2003) or an equivalent
amount of P251.184 milfion based on the exchange
rate of MR to P14.2115 as of said date.

On July 13, 2009, the Supreme Court (First Division)
denied with finality = Asiavest's Mgalion for
Raconsideration of the Apnf 15, 2008 decision on
the following grounds: {i) insufficient or defective
verification under Section 4, Rufe 7, 1987 Ruies of
Civii Procedures, as amended; (i} defechive or
insufficient certification against forum shopping in
vioiation of Section 5, Rule 7, 1987 Rules of Civil
Procedures, as amended, for submifting &
photocopy of said verification/certification of non-
forum shopping and for failure fo attach ihe special
resolution appointing affiants as fiquidators of the
petitioner.

12 |PNCC 2011 2™ Quarterly Report



1.7.j1.b  Radsfock Securifies Limited vs. PNCC

Radstock, as assignee of Marubeni Corporation, filed
a compfaint for a sum of money and damages with
application for writ of prefiminary attachments with the
Regional Tiial Court (RTC}-Mandaluyong City fo
collect on PNCC's guarantess on the unpaid lfoan
obligations of COGP Mining Corporation. The RTC
granted the Complainant’s prayer for the issuance of
the Wit of Preliminary Attachment resulting to the
garniskwnent  of PNCC's bank accounts and
attachments of substantial portion of its properties.

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

On Aprit 20, 20610, the Supreme Court denied with

i finality the Second Motion for Reconsideration filed by
Radstock on the P6.196 biflion Compromise
Agreement with PNCC,

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

1.7.%.1 Pending Lawsuits and Litigations.

r

The Company is involved in continuing litigations refating fo
iabor and civi cases. The ultimate oufcome of these
litigations cannot be determined yet and no provision for any
liability that may resuft has been made in the books. The
Company’'s management and is fegal counsels befieve that
the final resolutions of these claims will have material effect
on the financial position of the Company as this will involve
undeterminable amount of monay.

The labor cases consist of those filed against the Company
involving mostly of iflegal dismissal, backwages, and
separation pay. Most of these cases have been ruled by
i abor Arbiter in favor of the complainanf. However, these
cases are on appeal by PNCC before the National Labor
Relation Commission (NLRC).

On the other hand, the civif cases filed against the Company
consist of cases involving damages, coffection of money,
and attorney’s fees which are stifl on iitigation before the
various Regional Trial Courts (RTC). Those filed by the
Company against other individual companies consist of suits
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involving sum of money, damages, and breach of contract
which involve 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 beaen made yet in the
financial statements.

17k2.a 1980 Deficiency income fax geficiency

1.7.k2.b

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

PNCC sought reinvesligation of the case on
November 08, 1995, and as a consequence, the
BIR issued a final decision on September 09,2004
ordering PNCC to pay the amount of F101.46
million or a reduction of P111.87 miflion
reprasenting deficiency contractor's tax. The BIR
resalved fo cancel and withdraw the said
assessment, it being bereft of ment and lack of
legal basis, thus finding ENCC's  contention
menloricus.

The BIR, however, reiferated the demand lo pay
the amount of P101.46 million for deficiency
income ftax (P97.42 wmillion) and deficiency
documentary stamp tax (P4.044 miflion) plus
increments that may have accrued until actual
payment.

PNCC, in its lefter of February 15, 2005 to the
BIR, informed the tatler through its Collection and
Enforcement 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 stilt liable for the aforesaid tax deficiencies
and had applied for an interim order of measure
from the DOJ to suspend or stop the collection of
subject amount pending resolution of the Petition.

Deficiency business tax of P84 million due the
Beigian Consortiurm, the Company's partner in its
L RT Project.
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1.7.k2.¢

1.7.k2d

1.7k28

1992 Deficiency income tax, deficiency value-
added tax and  deficiency expanded withholding
tax of P1.04 bilion which was reduced to P709
mitlion after the Company's written protest.

Management,  however, requested for a
meeting/conference for the clarification of the
issue, the reduced amount stilt being the result of
a jeopardy assessment. The Bureau has nof
responded fo date.

o002 Deficiency internal revenue taxes tataling
P72.92 millicn

Management, in close coordination with the
concemed BIR officers, is continuousty presenting
g more detailed analysis of the accounts subject of
the findings.

Proposed deficiency taxes for taxable year 2006
amounting 1o P116.141 million (inclusive of
interest of P48.76 million).

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

Prescription of limitation upon assessment and
colection pursuant fo Section 203 of the NIRC of
1997, which provides that "Except as provided in
Saction 222, internal revenue laxes shall be
assessed within three (3} years after the last day
prescribad by faw for the fifing of the return, and
no proceeding in court without assessment for the

coflection of such laxes shall begun after the

expiration of such period: Provided, That in case
where a return is filed beyond the period
prescribed by law, the three (3) year period shall
be coutited from the day the refurn was filed. For
purposes of this Section, a return fited before the
last day prescribed by law for the filing thereof
shall be considered as filed on such last day.”

The Company did not waive the aforesaid defense

of prescription under the statute of limitation. The
Company desmed the petinent  "Waiver”




unnecessary because ail the raquired documents
were timely provided and the hooks of acoounts
were made avaifable to the team upon conduct of
the exarnination.

Between the period from May 07, 2008 (the date
the [ elter of Authority was received by PNCC) to
October 21, 2010 {the day before the Notice was
issued by the BIR and received by the Company},
thave were no presentation of any findings that will
require the Company ic request extension or more
fime to submit documents to deny any or alf of the
same.

Revenue Regufations (RR} No. 12-99 provides
that the Revenue Officer who audited the
taxpayer's records shall initially discuss with the
Iattar the result of the investigation pror [0
submission of the repoit of his investigation to the
Chiaf of the Division concerned. No discussion
happened as the Company came [0 krow of the
findings on the alleged deficiency laxes only on
October 22, 2010, way beyond the three {3} year
prescription period of April 15, 2010.

To date, the Company has not received any formal

communication from the Bureau after ils lefter of
October 29, 2010.
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PART 1 -

Item 2.1

£ —_.

FINANCIAL INFORMATION (ltem 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 cperation since the end of the
last fiscal year and for the comparable interim period in the preceding
financia! year.

Financial Condition:

As of June 30, 2011, the Company's resouices totaled F9.784 billion,
lower by P17.574 miflion or 0.17 % compared fo the December 31, 2010
figure of F9.802 billion.

The decrease in resources was mainly attnibutable to the decrease in the
Investment Property account.
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Prasented hereunder i5 the discussion of the Company's and its majority-owned subsidiarnes’ key

performance indicators:

Performance Indlcators

Explanation

Current  Ratic  (Current
Ascets f Cument Liabilibes]

“The Compairy's ahility Lo mest ils current
obligatons as they fall due decreased
from P0541 o P1.00 as of the 2nd
quarter of 2010 to PO33T to P1 00 a5 of
the sameé penod of 2011, This was
mainky due to the recognition of dsbl to
the Mational Govammert.

Quick Ratio {Quick Assets /
Curremnt Liabilites)

The decreace in the quick ratie or acid
test ratic was also due to the reason
stated abowve,

Tota! Debt 1o Total Assets

The ratio messuras tha Company's ability
lo pay ilc mawiing obligations. The
Compamys debt to assets raio
increased due to the increase in the total
liabiiges brought about by the
rocognition of debts 1o the National

Total Debt to Equily

The ratic measures the Company's ability
to pay its matunng obhgations. The
Company's debt to equity ratio increased
due to the increase in ha total abiities
brought about by the recognition of debts
I the National Govamment.

Accat Turmover (Sales or
Revenuge [ Average Toial
As5ols)

PHCC
As of 0613011 | As of 06130110
0237 0541
0.233 0.530
84 7% B1%
552.4% 56 5%
32% 3.0%

The yery mininal asset naver of the
Compary was 2tbutsble to the non-
mairmization of ins
resources/equipments  due to  the
temporary  veennd  away with  the
corsiuction business.
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Subsidiaries
Performance Indlcators | As of 0813011 | As of 061A0MG Explanalion

Curent  Ratio  (Cumarnt 3512 2653 ! Clhment ratie as of June 30, 2011

Agcets f Cument Liabilibes) increasad from that of June 30, 2010 due
mainly in the decrease in  cument
lighilities.

Quick Ratic (Quick Assets | 30301,. 2421 | The increase in the quick ratio or acid

Cumernit Ligbifities) tast rabo was due to the decrease in
cument fiabililies.

Tatal Detst to Total Assets 101 3% 37 8%| The subsidiaries’ inability to meet Iis

maturing cbligations was evidenced by
its debt o assets ratio of 101.3% as of
the reporting quartsr, compared to the
ratio of 87 8% as of the same penod last
Total Dabt to Equity 7539 7% 715 .2%| The subsidianss projected & negative
dabt to equity ratin of 7530.7% as of the
ond guarter of 2011 compared with
718 2% as of the samg period of 2010,

Resuits of Opegation:

For the gquarfer ended June 30, 2011, the Company's net foss amounted
to £34.737 million, compared to the reported net income of P456.068
miltion for the same period of 2010.

As of the reporting quarter, the Company is involved in the construction of
the Daang-Hari SLEX Linkroad Project, which consists of 4 toif road facility
connecting Daang-Hari Road in Cavile to the SLEX near Susan Heights
interchange [as the operation and maintenance of the North Luzon
Tollway and South Luzon Toliway had been turned-over to the Manila
North Toltway Corporation (MNTC) on February 10, 2005 and the South
Luzon Toliway Corporation/MATES on May 02, 2010, respectivelyl.

As a result of the aforesaid tum over of toliway cperations lo the new
operators, the Company is entitled onfy to a share in the Joint Venture
Companies’ gross proceedsAolf revenues.

Item 22°  Discussion and analysis of material event/s and uncertainties known to
Management that woulki address the past and would hayve an impaci 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
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2.2b

22c¢

22a1 The Company's inability to seftie its outstanding obligations
with the TRB and the National Government brought about
by the difficulties in collecting its receivables from various
government agencias and its fimited revenues.

22.a.2 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
1 abor Arbiter in favor of the cornplainants, pending appeal
by PNCC before the National Labor Relation Commission

(NLRC).

22a.3 Pending civil cases which consist of those filed against the
Company involving damages, coflection of money, and
attorney's fees which are stilt on litigation before the
various Regional Trial Courfs (RTC).

272 a4 Pending assessments on deficiency taxes. Discussion is
contained under ftem 1.7.k.2 including courses of actions
already undertaken by the Company fc address the issue.

To address PNCC’s liquidity concern, the Gompany implemented a
program of manpower rightsizing in 2001 and has been pursued
gradually during the quarter. The program wilf be considered in the
succeeding quartersfyears until the Company aftains manpower
complement fo match its present revenue level which is generaled
significantly by its share in the Joint Venture Companies’ gross folf

revenue.

The Company does not have material off-balance sheet transaction
and arangement during the reporting petiod.

As of reporting quarter, there is nothing that trigger direct oF
contingent financial obligation that is matenal to the Company,
except for the default in payment of its TRB Joan and the
recognition of debts fo the National Govemnment.

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

- None -
Any known frends, evenis or uncertainties that have had or that are

reasonably expected to have a material favorable or unfavorable
impact on net salesfrevenuesfincome from continuing operations
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The following had affected the reveniue generating capacity of the

Company:
3 The veering away from the
» The tum over of the North

MNTC on February 10, 2005; and -
w The furn-over of its South— Luzon Tollway operations o
SLTC/MATES on May 02, 2010.

construction business since 2002,
{uzon Tollway operations o ihe

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

- Not applicable -

29e The causes for any material changess (5% or more) from period to
period in one or more line items of the issuer's financial statements
wlateri Bl changeds (5% of mors) o pericd 19 prend in ore oF Mo fing items o he 155uers financral sLalemeits

As nicrease [Decraasa]
Balarcs Sheat (FHRT QRN 1H3 [ % i Expierton of Yansnoss
Cach and Cash Euivakints 223380 377,903 TTE4513)| (4183 |Pawments of pawolielated acoountE|
snid purcheses of goods and garcet,
net of collactions durig He quase:
mvordraas 5520 10,387 1863y 8 33) Dispocl of chswdeta irvertarivsizcrap
mAETas.
Frapaynants 72237 1553 £,338 4039 [Fenjrren. of ioup  hoslaizatbon
JinsurRnee for the panod 027342011 tn
_ - |omzarenz _
Eﬂm Chargos g ther Assets I 14,572 5844 v VGl wup of Drfited Chargas-MCH.
Auourits Payahie H0E ATC 331,760 177 610 2334 Eadl: e regonis lighhty o CRMTC .
A Crued Cotts and Cffer Fayatles 136 741 332334 {197 08T} (5950 Prergrrwant of et ral ne: separsti on pey.
Advancas from Clients 26108 44 0oz (17,942 14079 Bube |apresents aversal of deferad
cradit account Te; comgdEnes of MTC
pegjecl Along the Souh Lugon Todbewers
iy ZH 0. ]
| Forthe Secend Cuarter Enged  Irreage ([recraate]
Income Statetin {PO00) DAA0M1 |' 0BT Arrouml -4 Explacation of Vanano:
(CONLSITUC(pe: IMCOmE: AT 002 100,290 153, 236} {53138 The projpect was teken over by DPYH
lar the purose o bioding oo,
pureuant o itt PPE mandale
Share in daint Venture Comyianies (o 265,700 FAER | 46299 H 55 Ghara in Jodd “erfure Companles’
Fevariug . ross bol revanue.
Tokyays Incoma 316,67% EeETE (10000]  [Tumoover of the Sl FX gparation to the
new opadatar in May 2010,
| Tonam.cton Costs 57 547 13204 (S AEE)|  (7182)  IManpower Lnipadng. Reduchon in
coske 15 in trect raldeon 1o O
docrease i the raabad ravitus.
TobwEys C08ts - 173,142 73142 (0600 PTum oer o1 the SLEX operab o by the
niEs opeerAor o My 3000
Dllvey FHC i A6 4255448 (225N 99 2B) Anbuanle W the diidencs facevac
frgm v Joirl Vensure Companies and
the recogmition of other bl redsted
| incomea such 2% Twwing  and  traffic
manaement Bt wance n 10
Itetast Income | 403 16,25 (11264 0545 |WRimal bierasts Hom bank SaMns
deposts  &nd  mordy Tarker
‘ ; " plarerneits




2.2f Any seasonal aspects that had a material effect on the financial
condition or results of operations

- Not applicable -
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