
PHILIPPINE NATIONAL
CONSTRUCTION CORPORATION

2 September 201.3
Ref . : 0P-LFS-L25-2OL3L

SECURITIES AND EXCHANGE COMMISSION
SEC Bldg., EDSA, Greenhills
Mandaluyong City

Attention: Atty. Justina F. Callangan
Director, Corporation Finance Department

Re: Letter dated 25 July 2013

We write in connection with your letter dated 25luly 2013 ("Letter"l, a copy
of which was received by Philippine National Construction Corp. ["PNCC") on 28
August 2013.

PNCC was advised that its 20L3 First Quarter Report ["SEC Form 17-Q"J, filed
on 4 fuly 2013, does not fully comply with the disclosure requirements under SRC
Rule 17.1[1J[A)[iiJ.

PNCC was directed to submit an amended SEC Form 17-Q supplying the
deficiencies in the checklist attached to the Letter, and explain why the required
information was not reflected in the original filing.

We note that the figures as of 31 December 2013 are already audited. We,
however, failed to indicate such in the SEC Form L7-Q through oversight. please
note also that the SEC Form 17-Q already contains in Section 2.1 a schedule showing
financial soundness indicators in two comparative periods, but is presented in a
different format.

As instructed by the SEC, we submit herewith PNCC's Amended First Quarter
SEC Form 17-Q which complies with the disclosure requirements.

Very truly yours,

IUIS F. SISON
President/CE0

KM. 15 EAST SERVICE RoAD, BICUTAN, PARANAQUE CITY, METRo [/ANILA, PHILIPPINES - zIP coDE 17oo
FAx O.P 846-0591; DIRECT LINE ; 846-0209 : TRUNK L|NE : 846-3045



PART I - FINANCIAL INFORMATION -Firiancial Statements)
-Statement of Financial Position)

(ltem 1

(ltem 1.1

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
STATEMENT OF FINANCIAL POSITION
As of March 31, 2013
With comparative figures as of Decembet 31 ,2O1Z
(ln Thousand Pesos)

ASSETS

Cunent Assets
Cash and cash equivalenb
Advances and other receivables, net
Receivables from contacts, net

PP 150,694
592,O87
139,177

27 .726
618,259
229,717

Other cunent assets. net
Total Curent Assets

Noncurrent Assets
lnvestments
lnvestment property
Property and equipment, net
Other assets. net

otal Noncunent

29
911

261 ,969
7 ,818,246

555,508

620

261 ,969
7,848,246

557,769
191 .347

LIABILITIES AND STOCKHOLDERS' EQUTY

Current Liabilities
Accounts payable and accrued expenses
Due to the National Govemment and ib lnstumentalities

19,950
7,426,068

15,604
7 ,3ffi,293

P

Due to Govemment Owned or Contolled
T

Noncurrent Liabilities
Defered rental income/others

1 1

205,451 210,643
Defened tax liabilities

Stockholders' Equity
Capital stock,net
Capital in excess of par value
Treasury Stocks
Revaluation increment in property

2.490.191

2,227 ,599
46,137

(16,699)
366,214

5,551 ,726

2.490.191

2,227 ,599
46,137

(16,699)
366,214

5,551 ,726
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PART 1 - FINANC]AL INFORMATION (ltem 1 -Financial Statements)
(ltem 1.2 -Statement of lncome)

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
STATEMENT OF COMPREHENSIVE INCOME
For the First Quarter of 2013 and 2012
(ln Thousand Pesos)

January to March
2013 2012

REVENUES
Revenue share from Joint Venture Companies
Rental income

P 18,821 P
13,275

16,152
10,347

32,096 26,499

GENERAL AND ADMINISTRATIVE OVERHEAD 22,264 41 ,.I28

|NGoME(LOSS) FROM OPERATTONS 9,832 (14.629\

OTHER INCOME (CHARGES):
Penalty chaees
lnterest income
Other income

(62,775)

3,253

(62,775)

'l .784
(5e,522) (60,991)

NET TNCOME (LOSS) P (49,690) P (7s,620)

Eamings (loss) per share:

(a) income (loss) (0.28) (0.43)

174,444,7 49



/Aa

PART 1 - FINANCIAL INFORMATION (ltem 1 -Financial Statements)
(ltem 1 .3 -Statement of Changes in Equity)

PHILIPPINE NATIONAL CONSTRUCT]ON CORPORATION
STATEMENT OF CHANGES IN EQUITY
For the First Quartet ol2013 and 2012
(ln Thousand Pesos)

January to March
2013 2012

CAPITAL:
Capital stock

lssued/subscribed 2,283,758
Subscription receivable (56,'159) (56,159)

Capital in excess of par value
Balance at beginning of the year and end of the quarter 46,137 46.137

P 2,283,758 P

Treasury stock
Balance at ofthe vear and end ofthe

REVALUATION INCREMENT IN PROPERry:
Balance at beginning of the year 366.214 525,466
Revaluation realization of revaluation

366214Balance

EQUITY ADJUSTMENTS:
Under rehabilitation plan-loans transferred to National Government 5,551,726 5,551,726

'16

037

DEFICIT:
Balance at beginning of the year
Net income (loss)

(9,700,055)
(49,690)

(7 ,109,292)
(75,620)

Correction of prior years'earninqs (849) 14.994
Balance at end ofthe quarter m



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

PHILIPPINE NATIONAL CONSTRUCT]ON CORPORATION
STATEMENT OF CASH FLOWS
For the First Quarter ot 2013 and 2012
(ln Thousand Pesos)

January to March
2013 2012

CASH FLOW FROM OPERATING ACTIVITIES:

Cash receipts from customers:
Work accomplishments
Revenue share
Rental
Others

P P84,881
46,230
12,257
4.663

sz,ise
949

(15,187)Cash paid to suppliers (16,977) (15,187)
CaSh paid to emplovees/directors/consultants t13 318) r13 603l
cash generated from operations iiTjea +1t-

(52)Penalties paid
lnterests paid

CASH FLOW FROM INVESTING ACTIVITIES:

Purchase of property and equiptment
Proceeds from sale of tixed assets/scrap materials
I nterests received

(1,72s)
4,874

(18)
3,411

Dividends received , na'l

CASH FLOW FROM FINANCING ACTIVITIES:

Payment of loan:
Principal
lnterests
Penalties
Others

NET DECREASE (DECREASE) IN CASH AND CASH EQUIVALENT 122,96A 8,058

27.726 642casH ANq cAsH EQUTVALENTS AT BEG|NN|NG OF THE YEAR

CASH AND CASH EQUIVALENTS AT END OF FIRST QUARTER



Item 1.5

Item 1.6

Item 1.7

Earnings (loss) Per Share

The Company's earning (loss) per share ts presented on the face of the
lncome Statement (ltem 1.2). Said earning (loss) per share ls computed
by dividing the net income (loss) by the number of outstanding common
shares.

Disclosure that the issueds interim financial report is in compliance with
the generally accepted accounting principles

The inteim financial sfaferrenfs of the Philippine National Construction
Corporation are prepared on a historical oosf basrs, except for investment
property and propefty aN equipment which are caried at revalued
amounts. The financial statements are prcsented in philippine peso,
which is the company's functipnal and presentation currency. The
amounts are rounded off to the nearest thousard pesos.

Notes to Financial Statements

1.7.a Accounting Policies and Methods

1.7.a.1 The same acrounting policies and methods of computation
are followed in the inteim financial sfafemenfs ascompared the most re@nt annual financiat
statements.

1 .7 .a.2 Revenue Recoqnition

Tollway income consrsfs mainly of tott collections in
connection with the franchise granted to the Company to
construct, maintain, and operate toll facilities in the Nofth
and South Luzon Tollway. Thes revenues are no longer
recordd in the books pursuant to the Supreme Court
decision in the Ernesto B. Francisco vs. TRB, pNCC et.at.
and in the Strategic Alliance Development Corporation vs.
Radstock Secunlies Limited et.al. cases.

Pending issuance of the implementing rules and guidetines
for the determination of the amounts due to the Company
for its administrative expenses, the Company recognized
10% of its share from the Joint Venture Companies; gross
toll revenues, in accordance with the inteim guidetines
issued by the Tott Regutatory Board (TRB).



Rental income aising from the investment propfty is
accounted for on a straight-line basrs over the term of the
iease.

Construction iname is reagnized on a percentage of
ampletion method or ampleted contract basis. Other
revenue is recorded on accrual basis.

1.7.a.3 Allowance for Doubtful Accounts

Allowance for doubtful accounts is maintained at a level
considered adequate to provide for potentially uncollectible
receivables. The level of allowance rs based on past
collection experience and other factors that may affect
collectibility. Evaluation of the receivables, on
account bags, ls performed on a continuous
throughout the year.

1.7.a.4 lnventoies

I nventories cons,sfing pri nci palty of con struction mateial s,
spare parts, and supplies are stated af oosl 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.

Allowance for inventory writedown is provided for all non-
moving/obsolete items of the inventory account.

1.7.a.5 Prepavments

Prepayments are expenses paid in advance and recorded
as assef before they are utilized. This account comprises
of insurance premiums, other prepaid items, and creditable
withholding taxes. Prepayments that are expected to be
realized for no more than twelve (12) months after the
reporting date are classified as current assefs, ofherwise,
these are c/assl/ied as offrer non-current assets.

1 .7 .a.6 lnvestments

The Corpration acaunted its investments in wholly-
owned/antrolled subsrdianes and joint ventures af cosf
Allowance for impairment in /osseg however, is provided
for investments ln subsidiaries and affiliates.

a per
basrs



The Company believes that the effects of not consolidating
the subsidiaries are not mateial to the financial statements
because these are no longer operating.

ln a regular board meeting held on November 14,201 1,

PNCC resolved to comply with the mandate of the
Supreme Court to transfer and turnover the shares of stock
in tollway joint venture companies which PNCC is holding
in trust for the National Government. Thus, the investment
in joint venture companies is accounted at cost.

Available for sale equity securities (club shares) are
recorded/measured/preented at fair market value as
provided underPAS 39.

1 .7 .a.7 lnvestment Propertv

lnvestment propefiy are land or building or both held to
earn rentals or for capital apprcciation or both. lnvestment
propefty is recognized as an assef when and only when it
ls probable that future economic benefits assoc/afed
with the property flows to the entity and the cost of the
propefty can be measured reliably.

lnvestment property is initially measured at cosf.
Subsequenf to initial recog nition, the account rs sfafed af
fair value, which has been determined based on the
valuations pertormed by independent firms of appraisers.
The changes in fair value from year to year are recognized
in the profit or loss.

1.7 .a.8 Propertv and Eouioment

Property and equipment are stated at cost, /ess
accumulated depreciation and any accumulated
impairment in value. Property and equipment are
subsequently canied at revalued amounts.

Depreciation commen@s once the propefty and equipment
are available for use and is computed using the straight-
line method over the following estimated useful lives:

Asset Type Estimated Useful Lives
Land improvements
B uildi ngs ard improve ments
Construction equipment
Tra n s po ft ati o n eq ui p me nt

10 years
10 to 33 years
2 to 1O Wars
3 to 5 years



Office equipment-fumiture and fixtures
Others

5 years
2 to 7 years

Fully depreciated assefs are retained in the accounts untit
they are no longer in use and no futther depreciation are
ch arged agai n st o perations.

When the assefs are retired or otheNise disposed of, the
cost and related ac:cumulated depreciation and impairment
in value are removed from the a@ounts and any gain or
loss resulting from the disposa/ is diecily charged or
credited in the current operations.

1.7.a.9 Revaluation lncrement in Propertv

The increase in fhe assef's carrying amount as well as a
result of revaluation is credited to equity under the heading
of "Revaluation lncrement in Property''. The revalued asset
is being depreciated and as such, paft of the surplus is
being realized as fhe assef rS used Realization of the
revaluation increment is credited to Retained Earnings
acaunt.

Piecemeal realization of the revaluation increment is
effected on a yearly basis.

1.7.a.10 Bonowinq Costs

Bonowing cosfs are experses as incurred.

1 .7 .a.11 lncome Taxes

Cunent income fax assets or tiabitities ampise of those
claims from, or obligations to, fiscal authoities relating to
the current or pior reporting peiod, that are unailected or
unpaid at the balane sheet date. They are catculated
according to the tax rates and tax laws applicable to the
fiscal peiods to which they retate, based on the taxabte
profit for the year. All changes to cunent fax assefs or
liabilities are reagnized as a component of tax expense in
the statement of iname.

For financial reporting purposes, deferred tax assefs are
recognized for the carry fonyard benefits of unused tax
credits from Net Operating Loss Carry-Over (NOLCO) and
from excess Minimum Corporate lname Tax (MCIT) over
Regular Corporate lncome Tax (RCIT) to the extent that it



is probable that future taxable profit will be available
against which the deferred income fax assefs can be
utilized.

The carrying amount of defened fax assefs is reviewed at
each balan@ sheet date and reduced to the extent that it is
no longer probable that sufficient taxable profit will be
available to altow all or paft of the deferred income tax
assefs fo be utilized.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the peiod when the asset
is realized or the liability is seft/ed, based on tax rates and
tax laws that have been enacted ot substantively enacted at the
balance sheet date-

1.7.a,1ZNew and Revised Standards

The following standards which are effective on or after
January 01 , 2013 are applicable to the Company and is
cunently evaluating the impact based on the audited figures
asof December 31, 2012:

PAS 27 (Amended) *p arate Fin anci al Slalements

PAS 28 (Anended) Investmenf in Associates and Joint Venfures

Amendnenbto PFRS 1 Govemment Loans

Anendments to PFRS 7 Disc/osurcs-0fbelfin g of Financial Assets and
Financial Liabifties

PFRS 10 Consolidated Fin ancial $atements
PFRS11 Joint Ananqements

PFRS 12 Disclaure of lnteresls in 0fher Enllies
PFRS 

'3
F air V alue Me asurem ents

The prescibed intormation and the reagnition of the impact
of the said standards will be disclosed in the amended
interim financial statements starting with the peiod ended
June 30,2013.

1 .7.b Comments about the seasonality or cyclicality of interim operations

- Not applicable -

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



Cash and cash equivatents increased by P122.968 million or
443.51% from P27.726 million as of December 31' 2012 to

P150.694 mittion as of the first quarter of 2013 due to the
collections of share from the Joint Venture Companies' gross toll
revenue and work accomplishments for the Daang Han SLEX
Lin kroad Project ( DH SLRP).

Receivabte from antracts decreased by P90.54 million or 39.41%

from P229.717 miltion as of December 31, 2012 to P139.177 million

as of March 31 ,2013 attributable to the collection of work
accomplishments for the DHSLRP.

The Prepayments account in the amount of P22-834 million as of
the first quarter of 2013 increased by P6.719 million or 41 .69%,

when compared to the P16.115 million as of December 31 , 2012.
The said increase is mainly due to the acguisition of group
hospitatization insurance for the peiod February 23, 2013 to
February 22, 2014.

Acaunts payable increased by P3.209 million or 38.75% from
P8.282 million as of December 31,2012 to P11.491 million as of
March 31 , 2013 due to the purchases ofgoods and services.

Accrued cpsfs ard other payables increased by P1.137 million or
15.53% from P7.322 million as of December 31, 2012 to P8.459
million as of March 31 , 2013 due to the ac:crual of the mandatory
employee benefits and leave credits and ac:crual of other asts and
expenses_

Revenue share from Joint Venture Companies increased by P2.669
million or 16.52% from 16.152 million for the quarter endd March
31 , 2012 to P18.821 million for the quarter ended March 31 , 2013
due to the recognized revenue share which is in direct relationship
to the Joint Venture Companies' reporfed gross toll revenue.

Rental income increased by P2.928 millbn or 28.3% from P10.347
million for the quafter ended March 31 , 2012 to P13.275 million for
the quarter ended March 31, 2013 due to the recognition of rental
income from new tenants in the leased FCA propefty.

Other income increased by Pl.469 million or 82.34% from P1 .784
million for the quarter ended March 31 , 2012 to P3.253 million for
the quarter ended March 31 , 2O13 due to the realized gain on asset
dr'sposa/.



General and administrative overhead decreased by Pl8.864 million
or 45.87% from P41.128 mittion for the quarter ended March 31 ,

2012 to P22.264 mitlion for the quarter ended March 31, 2013 due
mainly to the implementation of cost reduction measures to match

the Company's pre*nt rcvenue level.

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

Not applicable -

1.7.e lssuances, repurchases, and repayments of debt and equity
securities

PNCC was not abte to make any seftlemenf of ifs concession fee
obligation to the Toll Regulatory Board (TRB) duing and as of the
first quarter of March 31 , 2013. The last payment was made on
July 16,2010.

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

The Board earlier approved the seftlement of the obligations with
the TRB and the National Govemment by way of dacion en pago
using the real estate assefs of PNCC, notably the 12.9 hectare
Financial Center area. ln the lafter months of 2012, however, the
Board reansidered the option to bid out the property proposed for
dacion to aftain a higher dacion value and forestall all legal
problems that may aise from the option of direct dacion.

1.7.t Payment of dividend

There were no dividends paid during and as of the first quarter of
2013.

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



PNCC'S sources of revenues are as follows:

1. Revenue share from Joint Venture Companies; and

2. Rental incorne from the leased FCA property.

The turn over of the NLEX and SLEX operations to the new oPerators in February 2005 and in

May 2010, respectively, resulted to PNcc's entitlernenvrecognition of 10% of its share from the

Joint Venture companies gross toll revenues, in accordance with the interim guidelines issued by

Rental income is derived out of the PNcc's real estate properties not used in business and being

leased out to third parties, renewable under such tenns and conditions as nBybe agreed upon by

both parties.

The following tables present the revenue and income information and certain asset and liability

inforrftation regarding the business segments for the quarters ended March 31, 2013 and March

3'1, 2O12. Segment assets and liabilities exclude incorne tax assets and liabilities.

For the Pe.iod Ended
March 31,2013 (Pq)o):

Revenue
Share

Rental
lncome Others Total

Revenue:
Total revenue 18.821 13,27 5 32,096

Seqment results 0

Net inconE 18,821 't3.275 (81.786) (49.690

Assets and Li ab il itie s :

Seqrnent assets 1,365,289 1,365,289

Seoment liabilities 8,854,469 8,854.469

Ot her se am e nt in form ati on :

lnvestrnent ProDertv 7 .84A.246 7.848.246

Prope.ty, Plant, & Equipment (net) 555.508 555.508

Depreciation/Arnortization 2,111 2.111

For the Period Ended
March 3'1, 2Ol2 (P0o0):

Revenue
Share

Rental
lncome Others Total

Revenue:
Total revenue 16.152 10.347 26.499
Seoment results 0

Net incorne 16.152 10.347 't02.1't9\ (75.620

As sets and Li ab il ities :
Seqment assets 1.308.983 1.308,983
Seqrnent liabilities 8.557,849 8.557,849

Other seoment inform ation:
lnvestrnent ProDertv 7.448.246 7 .a48.246
ProDertv. Plant. & EouiDment (net) 564.93'1 564.931
Depreciation/Arnortization 16.650 16.650



1.7.h Material events subsequent to the end of the interim period that
have not been reflected in the financial statements for the interim

period

- None -

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

discontinuing operations.

- Not aPPlicable -

1 7.j Changes in contingent liabilities or contingent assets since the last
annual balance sheet date

- None -

1.7.k Existence of material contingencies and any other events or
transactions that are material to an understanding of the cunent
interim period

'1 .7.k.1 Pending Lawsuits and Litigations:

The Company is involved in continuing litigations relating to
labor and c,Vil cases. The ultimate outcome of these
litigations cannot be determined yet and no provision for any
liability that may result has been made in the books. The
Company's management and its legal cpunse/s believe that
the final resolutions of these claims will have mateial effect
on the financial psition of the Company as this will involve
undeterminable amount of money.

The labor cases cons,.sf of those filed against the Company
involving mostly of illegal dismissal, backwages, and
separation pay. Most of fhese cases have been ruled by
Labor Afiiter in favor of the complainant. However, these
cases are on appeal by PNCC before the National Labor
Relation Commission (NLRC).

The civil cases f/ed against the Company oonsisf of cases
involving damages, collection of money, and attorney's fees
which are still on litigation before the vaious Regional Tial
Courts (RTC). Those filed by the Company against other
individual companies consisf of suits involving sum of



money, damages, and breach of contracl which involve
undeterminable amount of moneY.

1.7.k.2Tax Matters:

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

1.7.k.2.a 1980 Deficiency income tax, deficiency
contractor's tax and deficiency documentary stamp
tax assessments by the BIR totaling P212.52
million.

PNCC sought reinvestigation of the case on
November 08, 1995, and as a consequence, the
BIR lssued a final decision on September 09,2004
ordeing PNCC to pay the amount of P101 .46
million or a reduction of Pl 11 .87 million
representing deficiency contractofs tax. The BIR
resolved to cancel and withdraw the sad
assessmenf, it being bereft of merit and lack of
legal basis, thus finding PNCC3 contention
meritoious.

The BlR, however, reiterated the demand to pay
the amount of Pl01.46 million for deficiency
income tax (P97.42 million) and deficiency
documentary stamp tax (P4.04 million) plus
increments that may have accrued until actual
payment.

PNCC, in its letter of February 15, 2005 to the
BlR, informed the lafter through its Collection and
Enforcement Division, that in the interest of
fairness and due procesg the Company had filed
a Petition with the Depaftment of Justice (DOJ)
seeking reversal of the Bureau's resolution holding
PNCC still liable for the aforesaid tax deficiencies
and had applied for an inteim order or measure
from the DOJ to suspend or stop the collection of
subject amount pending resolution of the Petition.



1 .7 .k.2.b Deficiency business tax of P64 million due the
Belgian Consortium, the Company's partner in its
LRT Project.

1 .7 .k.2.c 1992 Deficiency income tax, deficiency value-
added tax and deficiency expanded withholding
tax of P1.04 billion which was reduced to P709
million after the Company's written protest.

1.7.k.2.d

Management, however, requested for a
meeting/conference for the clarification of the
issue, fhe 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 presented a more detailed
analysis of the accounts. Said presentation and
the Company's availment of the tax amnesty had
substantially reduced the aforesaid tax deficiency.

2006 Proposed deficiency taxes amounting to
P116.141 million (inclusive of interest of P48.76
million).

Management, in its letter of October 29, 2010 to
the BlR, protested the aforcsaid proposed
deficiency taxes based ort the following grounds:

Presciption of limitation upon assessment and
collection pursuant to Section 203 of the NIRC of
1997, which provides that 'Except as provided in
Secfrbn 222, internal revenue taxes shall be
assessed within three (3) years after the last day
prescribed by law for the filing of the return, and
no proceeding in court wffrouf assessment for the
collection of such taxes shall begun after the
expiration of such period: Provided, That in case
where a return is filed beyond the period
prescibed by law, the three (3) year period shall
be counted from the day the return was filed. For
purposes of this Section, a return filed before the
last day prescibed by law for the filing thereof

1.7.k.2.e



1.7.k.2.f

shall be corsidered as tiled on such last day."

The Company did not waive the aforesaid defense
of prescription under the statute of limitation. The
Company deemed the pertinent "Waivef'
unnecessary because all the required documents
were timely provided and the books of ac@unts
were made available to the team upon conduct of
the examination.

Between the peiod from May 07, 2008 (the date
the Letter 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),
there were no presentation of any findings that will
require the Company to request extension or more
time to submit documents to deny any or all of the
same.

Revenue Regulations (RR) No. 12-99 provides
that the Revenue Officer who audited the
taxpayer's records shall initially drscuss with the
lafter the result of the investigation pior to
submission of the report of his investigation to the
Chief of the Division concerned. No dlscusslon
happened as the Company came to know of the
findings on the alleged deficiency taxes only on
October 22, 2010, way beyond the three (3) year
presciption penod ot Apil 15, 2010.

To date, the Company has not received any formal
communication from the Bureau after its letter of
October 29, 2010.

2009 Proposed deficiency taxes in the amount of
P51.957 million (exclusive of interest and penalty
charges of P35 457 million).

An informal conference between the BtR
examiners and the PNCC representatives was
held on November 15, 2012, wherein the
Company requested for extension of time within
which to submit the required schedules and other
supporting documents against the findings. Sard
request was favorably granted by the BlR.



The Company, in its lefter of December 14' 2012,

presentd its position and submitted several
'documents 

to negate the BIR's initial findings'

ln another tetter dated February 12, 2013, PNCC

transmifted additionat documents and emphasized
therein the substantiat redudion in the deficiency
taxes from P51.957 miltion to P9.394 million' ln
the said lefter, the Company also requested for
another time extension to substantiate the

remaining P9.394 mitlion deficiency taxes and to
be adviied on the resuft of the BIR team's
evaluation of the submitted documents. Thus, on

March 14, 2013, the ComPanY submifted
additional documents.



PART 1 -

Item 2.1

FINANCIAL INFORMATION (ltem 2 - Management Discussion and

nnafysis [MDA] of Financial Condition and Results of Operations)

Comparable discussion that will enable the reader to assess material

"n""i". 
i" n""ncial condition and results of operation since the end of the

rasi risc.t year and for the comparable interim period in the preceding

financial year.

Financial Condition:

AsofMarch3l,2Ol3,theCompany'sresourcestotaledP9'769biilion'
nigier ty Pl1.3g mittion or 0.12 o/o compared to the De@mber 31' 2012

figure of P9.758 billion-

The increase in resources was mainly attibutabte to the increase in cash

andcashequivalentsresuttingfromtheallectionofreceivablesfrom:
Asoi to""n'g Hai SLEX Linkioad Proiect work accomplishments); Joint

ventuie coipanies (revenue share and dividend), FCA Property tenants

(rental); and proeeds fiorn assef dl'sposa/.



Presented hereunder is the discussion of the company's key perforrnance indicators:

Perfomance lndicatots

The Conpany's abilitY to meet

current obligations as they fall du

decreased from P0.121 to P1.00 as

the 1st quarter of 2012 to P0.'105

P1.00 as of the sarne Period of 2013

This was nninlY due to the 1 1 .54

decrease in current assets vis-e-vis
I .71% increase in current liabilities.

/ Current Liatilities)

The decrease in the quick ratio or

test ratio was also due to the reaso

The ratio measures the

ability to pay its nElturing
The Conpany's debt to assets

increased due to the increase in th

total liabilities brought about by

recognition of debts to the
Government and deferred tax liabi
(deerned tax on the increase in th

value of investrnent Property

'116.1o/ootal Debt to Total Assets

The ratio measures the
ability to pay its rnaturing obligati

The Company's Poor debt to
ratio is due to the increase in the
liatilities as discussed above and

735.01o/o-720.Oohotal Debt to Equity

Results of Operation:

The Company's nef /oss of P49.69 millbn for the quafter ended March 31 ,

2012 decreased by P25.93 mitlion or 34.29% compared to the reported
nef /oss of P75.62 mittion for the same peiod of 2012. This is mainly
attibutabte to the 45.87%o decrcase in general and administrative
overhead resulting from the Company's Cost Reduction Program.

As a resuft of the DPWH'; take over of the Daang Hai SLEX Linkroad
Project for purposes of bidding it out (pursuant to its PPP mandate) and
the turn over of the operation and maintenan@ of the North Luzon Tollway

and South Luzon Toltway to the Manila Nofth Tollway Corporation (MNTC)

on February 10, 2OO5 and the South Luzon Tollway Corporation/MATES



Item 2.2

on May 02, 2010, respectively, Company's revenue is generated by. its

7oi" in"n from'Joini Ventuie Coipanies' gross toll revenue and its

earnings from the leased FCA propefty.

Discussion and analysis of material evenUs and uncertainties known to

fvfanagement 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

thit will have a material impact on the issueds liquidity

2.2.a.1TheCompany'sinabilityfoseftleitsoutstandingobligations
with the TREi and the(ationat Government brought about

by the difficutties in cottecfing receivables from various

government agencies.

2.2.a.2 Pending tabor cases whrbh oonsisf of those filed against

the Company involving disrnissal backwages, and

separatioi piy; most of which had been ruled by the

Labor Arbiter in favor of the comptainants, pending appeal

by PNCC before the Nationat Labor Relation Commission

(NLRC).

2.2.a.3 Pending civil cases which consist of those filed against the

Compiny involving damages, collection of money, and

attoiney;s fees which are still on litigation before the

vaious Reg'anal Tial Courts (RTC).

2.2.a.4 Pending assessrnenfs on deficiency faxes. Drscusslon ls

contained under ltem 1.7.k.2 including courses of actions

already undefiaken by the Company to address fhe 
'ssue'

Io address PNCC'S liquidity concern, the Company implemented a
program of manpower rightsizing in 2001 and has been pursued
'graduatty 

dunng the quafter. The program will be considered in the

succeeding quafters/years until the Company attains manpower

comptement to match its present revenue level which is generated

by iis share in the Joint Venture Companies'gross fol/ revenue and
its earnings from the leased FCA propefty.

The Company does not have mateia! off-balance sheet transaction
and arrangement duing the repofting peiod.

As of repofting quarter, there is nothing that tigger direct or
contingent financiat obligation that is mateial to the Company,



except for the defautt in payment of its TRB loan and the

refinition of debts to the National Government'

2.2.b Any material commitments for capital expenditures' the general

pripo." of such commitments and the expected sources of funds

for such exPenditures

None -

2.2.cAnyknowntrends,eventsoruncertaintiesthathavehadorthatare
rejsonably expected to have a material favorable or unfavorable

impact on net sales/revenues/income from continuing operations

The fotlowing had affected the revenue generating capacity of the

ComPanY:

'> The veeing away from the construction business since 2002;

Y The turn 6rer 6f the North Luzon Tollway operations to the

MNTC on February 10, 2005;
> The turn-over of its South Luzon Tollway operations to

SLTC/MATES on MaY 02, 2010; and
Y DPWH's take over of the Daang Han Proiect

PPP mandate).

(pursuant to its

2.2.dAnysignificantelementsofincomeorlossthatdidnotarisefrom
the issuer's continuing operations

Not applbable -

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



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

condition or results of operations

Not applicable -

iraterial .harE€/s (5% or rpre) from p€dod to p€i'od in one or IIDre lirE itorE of ttc isslF/s fnancial sialer€nts

Bdanc. Sheet (Poool

lndease (Decrease)
Explamtion of VariarEes0331/13 12131t12 %

Castr and Cash Equivalenb 150,6S4 2T,726, 12368 ,14Ii.51 Colleciions: r,rork acconplishmertfor
ttle DaarE Flad SLEX Unkoa(
Project and sltar€ kom Joint Venfur€

a-lrG.ies' om*s ioll revenue.

139,177 229,717 (9O,540) (3S.41) Mainly due to lhe co ecuon or vr€

vr'ork accomplishnErfi for the Daan!
H,n sl FX I inkoad Probcl.

Receivablos fiom Conbacts

22,*4 16.115 6,719 41.69 Sroup hosffalzation insurance fol
llr- r4fiod O2l23nO13lo OZ23rN14 .

1,€1 a,m2 32@ 3A.75 Purchas€s ol oooOs and sowrces-

\cdued Cosis and Other Payables 8,169 7.322 1,137 15.43 Accnral ot l,)e rEnodory
leave caedb of the ernployees and

^rhA7 
6<ts 

'hd 
erbens€s

ncom€ Staternent (P0o0)
For the Fird Quarter Ended lnaroase (Decrease)

ExplarEti,on ot Variarrces0331/'13 o3t31t12 %

Revenue Share from Joint Ventule
Componies

14,421 't 6,'rs2 2,66S 16.52 Recognized revenue shar€ ls ln drrec
rclationship to the Joint Venturc

CompanieJ r€ported gross tol
.arcnue durino the ouarter.

iental lncollE 13,275 10,vl 2,924 24.. Recognition of r€ntal incorE from the

new temnts in the leased Fcl

(45.87) Due to lhe inplementation of various
6si reduclion iEasures.

22, 4 41,124 (18,864)
General and Adninist'ative O€rhead

Other lncome 3,253 1,744 1,zl@ 4234 AlhibLtable to the reali2ed gain or



January to March
2013 2012

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

FINANCIAL SOUNDNESS INDICATORS
For the First Quarter of 20{3 and 2012

'l currenuLiquidity Ratios:
Current Ratio 0105 0121

Quick Asset Ratio 0.102 0'118

2 Solvency Ratios:
Debt to Assets
Debt to Equity Ratio

3 Asset to Equity Ratio

4 lnteresl Rate Coverage Ratio

5 Profitability Ratios:
Gross Profit Ratio
Return on Assels
Return on Equity

1 16 .13o/o 88 .O2o/o

-720 .O1o/o 735 .O1oh

-620.0106 735.01Yo

0.157 -0.233

30.63% -55.210k

-0.5'l % -o.780/o

-3.15% -6.49%


