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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

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

1. For the quarterly period ended September 30, 2017 ,.rr :
2. SEC Identification No. 30939 IR ol

3. BIR Tax Identification No. 330-058-000

4. Exact name of issuer as specified in its charter. Philipp
5. Province, country or other jurisdiction of incorporation or organization: Metro Manila, Philippines

6. Industry Classification Code:[ ] (SEC Use Only)

7. E 8 rvice Road, Bicutan, Parafiague 1700
ﬁdwmﬁfmuaf‘s pﬂncipalnfﬂc& Postal Code
8. (02)846-3045 Fax: (02) 846-1395
Issuer's telephone number, including area code
9. Not applicable

Former name, former address and former fiscal year, if changed since last report
10. Securities registered pursuant to Sections 8 and 12 of the Code, or Sections 4 and 8 of the RSA

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

Note:

Philippine National Construction Corporation (PNCC) has 141,519,380 shares (99,444,759 common
shares and 42,074,621 preferred shares) issued to different Government Financial Institutions in
1983. For purposes of registration of said shares, PNCC with Feria Law Offices as consultant filed its
Amended Registration Statement on August 15, 2001. On December 19, 2001, the Securities and
Exchange Commission (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 the securities listed on a Stock Exchange?
Yes [ x ] Ne [ ]
if yes, state the name of such Stock Exchange and the class/es of securities listed therein:
The Common shares of the Company are listed on the 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 Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26
and 141 of the Corporation Code of the Philippines, during the preceding twelve (12)
months (or for such shorter period the registrant was required to file such reports)

Yes [ ] No [ x]

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

Yes [ x ] No[ 1

PART 1 - FINANCIAL INFORMATION
item 1. Financial Statements

Interim financial statements are attached as Exhibits 1 to 5 hereof and incorporated herein by
reference:

Exhibit 1 Statements of Finandal Position as at September 30, 2017 and December 31,

2016
Exhibit2 Statements of Comprehensive Income for the three months ended and nine months

ended September 30, 2017 and September 30, 2016
Exhibit3  Statements of Changes in Equity for the nine months ended September 30, 2017

and September 30, 2016
Exhibit4 Statements of Cash Flows for the nine months ended September 30, 2017 and

September 30, 2016
Exhibit 5  Notes to Interim Financial Statements

tem 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

Please refer to Exhibits 6 & 7.

PART Il - OTHER INFORMATION

The Company is not in possession of information which has not been previously reported in a
report on SEC Form 17-C and with respect to which a report on SEC Form 17-C is required to be
filed.



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

PHILIPPINE NATIONAL CON TION
Issuer

By:

MIRIAM M. PASETES
Vice President, Head - Treasury

Go 7./Z

EZRA L. PANOPIO
Assistant Vice President, Head - Controllership




PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
Statements of Financial Position EXHIBIT 1

(In Philippine Peso)
As at September 30, As at December 31,
2017 2016
{(Unaudited) {Audited)
ASSETS
Current Asseis
Cash and Cash Equivalents ; 664,085,956 490,718,321
Accounts Receivable 363,243,584 327,180,356
Receivables from Officers and Employees 43,863,131 43,642,903
Prepayments 21,943,867 18,007,204
Total Current Assets 1,093,136,538 £79,548, 784
Noncurrent Assets
Investments 026,950,952 926,950,952
Investment Property 10,669,948,000 10,669.948,000
Property and Equipment, net 776,093,646 780,275,072
Other Asscts, nct 278,420,537 273,810,053
Total Noncurrent Asseis 12,651,413,135 12,650,984,077
e 13,744,549,673 13,530,532,861
LIABILITIES AND STOCKHOLDERS' EQUITY
Curreat Liabilities
Accounts Payable & Accrued Expenses 90,753,428 61,643,060
Due to National Government and its Intrumentalitics £,021,973,616 7.829.001.816
Due to Government-Owned or Controlled Corporations 1&.}@@ 5@,@@0
Total Current Liabilities 9,315,727,044 9,093,644,876
MNoncurrent Liabilities
Deferred Tax Liabilities 3,408,692,673 3.408,692,673
Other Payables 174,861,629 174,861,629
Total Noncurrent Liabilities 554,302 3,583 302
Total Liabilities 12.899.281,346 12,677,199.178

Stockholders' Equity
Total Stockholders' Equity 845,268,326 853,333,683

13,744,549,673 13,530,532,861
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PHILIPPINE NATIONAL CONSTRUCTION CORPORATION
Statements of Cash Flows EXHIBIT 4
(In Philippine Peso)
Nine Months Ended September 30
2017 2016
{(Unaudited) {Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Revenue share 43,632,182 85,164,835
Rental 131,515,721 92,151,872
Service Income 29,087,635 28,548,361
Others 568,064 3,540,424
204,804,502 209,405,492
Payments to:
Suppliers (41,146,881) (37.951,194)
Employees {48,032.291) (46,434,690)
Directors (3,447,992) (2,472,011)
Consultants/Retainers {486,888) (526,134)
Cash Provided by Operations 111,690,451 122,021,463
Penalties - (180,910)
Taxes and Licenses {2,201,808) (2,181,195)
Net Cash Provided by Operating Activities 109,488,643 119,659,358
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Property, Plant & Equipment (461,145) (326,083)
Proceeds from Sale of Fixed Assets/Scrap materials 1,194311 22,569,249
Interests 5,199.476 7,801,739
Dividends 57,946,350 55,012,641
Others - DISC Wind-up transfer of HYSA account - 26,371,235
Net Cash Provided by Investing Activities 63,878,992 111,428,780
NET INCREASE IN CASH AND CASH EQUIVALENTS 173,367,635 231,088,138
CASH AND CASH EQUIVALENTS, BEGINNING 490,718,321 693,740,491
664,085,956 924,828,629

CASH AND CASH EQUIVALENTS, ENDING

_—



EXHIBIT 5

PHILIPPINE NATIONAL CONSTRUCTION CORPORATION

1.5.

1.5.1.

1.5.2.

1.5.3.

Motes to Interim Financial Statements

Eamings (loss) Per Share

The Company’s eamings (loss) per share is presented on the face of the Statement
of Comprehensive Income (Exhibit 2). Said eamings (loss) per share is computed by
dividing the net income (loss) by the number of outstanding common shares.

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

The interim financial statements of the Company are prepared on a historical cost
basis, except for investment property and property and equipment which are carried
at revalued amounts. The financial statements are presented in Philippine peso,
which is the Company's functional and presentation cumency. All amounts are
rounded off to the nearest peso except when otherwise indicated.

Under Commission on Audit (COA) Circular No. 2015-003 dated April 16, 2015, for
the purpose of determining the applicable financial reporting framework for
Government Corporations, PNCC is classified as a Government Business Enterprise
(GBE). In line with this classification, the Company’s financial statements have been
prepared in compliance with the Philippine Financial Reporting Standards (PFRS).
PFRS are based on Intemational Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB). PFRS consist of PFRS, Philippine
Accounting Standards (PAS) and Philippine Interpretations issued by the Philippine
Financial Reporting Standards Council (FRSC).

Notes to Financial Statements
1.5.3.a. Accounting Policies and Methods

1.5.3.a.1. The same accounting policies and methods of computation are
followed in the interim financial statements as compared with
the most recent annual financial statements.

1.5.3.a2. Revenue Recognition

Revenue and Dividend Share from Joint Venture Companies
(JVCs)

Pursuant to the Supreme Court En Banc Decision, as
discussed in Note 1 to the 2016 Audited Financial Statements,
the Company no longer recorded the toliways income from the
North and South Luzon Tollways (NLT and SLT).

Pending issuance of the Implementing Rules and Guidelines
for the determination of the amounts due to the Company for
its administrative expenses, the Company recognized 10
percent of its share from the JVCs gross toll revenues, in



1.5.3.a3

1.5.3.a4

accordance with the interim rules and guidelines issued by
TRB.

Dividend income is recognized when the Company’s right to
receive the payment is established.

Rental Income

Rental income from operating leases, wherein substantially all
the risks and rewards of ownership are retained by the
Gmpanyasalassnr,ismmgﬁz&dunamighumehasis
over the term of the relevant lease. The rent income is derived
from the Company’s properties not used in business and being
leased out to third pariies for a certain period, renewable under
such terms and conditions as may be agreed upon by both
parties.

Service Income and Cost

Service income and costs are recognized on the basis of
percentage of completion method.

Other Income
Other income is recognized when eamed.

The Company maintains an allowance for impairment losses at
a level considered adequate to provide for potential
uncollectible receivables. The level of this allowance is
evaluated by Management on the basis of factors that affect
the collectability of the accounts. These factors include, but
are not limited to, the customer's and lessee’s payment
behavior and known market factors. The Company reviews
the age and status of receivables, and identifies accounts that
are to be provided with allowances on a continuous basis.

The amount and timing of recorded expenses for any period
would differ if the Company made different judgments or
utilized different estimates. An increase in the allowance for
impairment losses on receivables would increase recorded
operating expenses and decrease curmrent assets.

Prepayments

Prepayments are expenses paid in advance and recorded as
assets before these are utilized. These are comprised of
insurance premiums, other prepaid items, and creditable
withholding taxes. Prepayments that are expected to be
realized for no more than 12 months after the reporting date
are classified as cumrent assets; otherwise, these are classified
as other non-current assets.



1.5.3.a.5

1.53.a6

Prepayments also include inventories consisting principally of
construction materials, spare parts, and supplies which 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. Allowance for
inventory writedown is provided for all non-moving/obsolete
items.

Investments

The Company accounts for its investments in wholly-
owned/controlled subsidiaries at cost Allowance for

impairment is provided.

The Company believes that the effects of not consolidating the
subsidiaries are not material to the financial statements
because these subsidiaries are no longer operating, except for
DISC Contractors, Builders and General Services, Inc.
(DCBGSI) which has been incumring losses, resulting in
accumulated deficit. In addition, in 2015, the Company has
initiated the process of closing its subsidiaries that are no
longer operating and those that are losing. On October 1,
2015, as part of the reorganization and streamlining of
Company operations, PNCC assumed the operations of
DCBGSI which now operates as a separate division of the

Company.

in a regular board meeting held on November 14, 2011, the
PNCC Board resolved to comply with the mandate of the
Supreme Court to transfer and turn over to the National
Government (NG) the shares of stock in toliway Joint Venture
Companies (JVCs) which PNCC is holding in trust for the NG.

Available for sale equity securities (club shares) are recorded/
measured/presented at fair market value as provided for under
Philippine Interpretations Committee (PIC) Q&A 6-02.

Investment Property

Investment property is comprised of land or building or both
held to eam rentals or for capital appreciation or both.
Investment property is recognized as an asset when and only
when it is probable that future economic benefits associated
with the property flows to the entity and the cost of the property
can be measured reliably.

Investment property is initially measured at 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 to year are recognized in profit or loss.



1.5.3a7

153.a8

1.5.3.a9

1.5.3.a.10

Property and Equipment

Property and equipment are stated at cost, less accumulated
depreciation and any accumulated impairment in value.
Property and equipment are subsequently carried at revalued
amounts.

Depreciation commences once the property and equipment
are available for use and is computed using the straight-line
method over the following estimated useful lives:

Estimated
Asset Type Useful Lives

(in years)
Land improvements 10
Buildings and improvements 10to 33
Construction equipment 210 10
Transportation equipment 3tob
Office equipment, fumniture and fixtures 5
Others 2t07

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

When the assets are retired or otherwise disposed of, the cost
and related accumulated depreciation and impairment in value
are removed from the accounts and any gain or loss resulting
from their disposal is recognized in profit or loss.

Revaluation Increment in Property

The increase in the property and equipment’s carrying amount
as a result of revaluation is credited to equity under the
heading of “Revaluation Increment in Property”. The revalued
asset is being depreciated and, as such, part of the revaluation
increment is being realized as the asset is used. Realization of
the revaluation increment is credited to “Retained Eamings”
account.

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

Borrowing Costs
Borrowing costs are expensed as incurred. These costs

represent the two per cent penalty charges imposed by the Toll
Regulatory Board (TRB) on unpaid concession fees.

Income Taxes

Curmrent income tax assets or liabilities comprise of those
claims from, or obligations to, fiscal authorities relating to the
current or prior reporting period that are uncollected or unpaid
at reporting date. They are calculated according to the tax



1.5.3b

15.3.¢c

1.5.3.d

1.53.e

rates and tax laws applicable to the fiscal periods to which they
relate, based on the taxable profit for the year. All changes to
current tax assets or liabilities are recognized as a component
of tax expense in the statements of comprehensive income.

For financial reporting purposes, deferred tax assets are
mcogn‘zadfnrthemyfmrdbmeﬁtsdunuaedtaxcredits
from Net Operating Loss Camy-Over (NOLCO) and from
excess Minimum Corporate Income Tax (MCIT) over Regular
Corporate Income Tax (RCIT) to the extent that it is probable
that future taxable profit will be available against which the
deferred tax assets can be utilized.

The carrying amount of deferred tax assets is reviewed at each
reporting date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow
all or part of the deferred tax assets to be utilized.

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset is
realized or the liability is settled, based on tax rates and tax
laws that have been enacted or substantively enacted at

the reporting date.
Comments about the seasonality or cyclicality of interim operations
- Not applicable -

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

- Not applicable -

Nature and amount of changes in estimates of amounts reported in prior
immm&ﬂmmmﬁwﬁﬂmmchamlneﬁﬁmnf
amounts reported in prior financial years, if those changes have material
effects in the current interim period

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

PNCC was not able fo make any settlement of its concession fee obligation
to the Toll Regulatory Board (TRB) during the nine months ended and as
of September 30, 2017. The last payment was made on December 2016.
Penalty charges of 2% accruing from the TRB loan are continuously
recognized in the books.

The Company intends to pay recognized debts using the proceeds from
the sale of its investment properties. The Board approved the offer to
apply part of FCA to pay liabilities to the National Government (NG). The
Company sent a letter dated July 21, 2015 to the OP recognizing its liability
to the NG in the amount of P7.9 billion and proposing to “pay off the
recognized obligations, particularly given that the obligation to the TRB for



1531

1.5.3.9

1.5.3.h

1.5.3.1

153

unpaid concession fees carries with it a penalty of two percent per month.”
The Company is awaiting the decision of the OP.

Payment of dividend

There were no dividends paid during the nine months ended September
30, 2017.

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 composition of the issuer during the interim period,
including business combinations, acquisition, or disposal of subsidiaries
and long-term investments, restructurings, and discontinuing operations.

- None -

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

- None -

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

1.5.3.j.1 ing Lawsuits ions:

The Company is involved in continuing litigations relating to
labor and civil cases. The ultimate outcome of these litigations
cannot be determined yet and no provision for any liability that
may result can be made in the financial statements.

The labor cases consist of those filed against the Company
comprised mostly of claims for illegal dismissal, backwages,
separation pay, and unpaid benefits. Most of these cases
have been ruled by the Labor Arbiter in favor of the
complainant. However, these cases are on appeal by the
Company before the National Labor Relations Commission,

Court of Appeals and Supreme Court.

The civil cases filed against the Company consist of cases
involving damages, collection of money, and attomey's fees,
which are still in litigation before various Regional Trial Courts.
On the other hand, those filed by the Company against other
individuals or companies consist of suits involving sums of
money, damages, and breaches of contract which invoive
undeterminable amount of money.

153j2 TaxMatters

As stated in Note 28 of the 2016 Audited Financial Statements,
the Company was assessed by the Bureau of Internal
Revenue (BIR) for deficiencies in various taxes. However, no



provision for any liability has been made yet in the Company’s
financial statements.

Deficiency intemal revenue taxes for taxable year 1980 (income
tax, contractor’s tax, and documentary stamp tax) totaling P212.52
million.

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

Deficiency intemal revenue taxes for taxable year 1992 (income
tax, value-added tax, and expanded withholding tax) of P1.04
billion which was reduced to P709 million after the Company’s

written protest.

Deficiency internal revenue taxes for the taxable year 2002 totaling
P72.92 million.

taxes for taxable year 2006 amounting to P116.141
million (inclusive of interest of P48.76 million).

Deficiency intemal revenue taxes for the taxable year 2009 in the
amount of P87.414 million (basic tax of P51.957 million and

interest/penalty charges of P9.763 million.



EXHIBIT 6

item 2. Management's Discussion and Analysis of Financial Condition and Results of

Operations

ltem 2.1

ltem 2.2

Comparable discussion that will enable the reader to assess material
changes in financial condition and results of operation since the end of the
laatﬁsnaimrandfurmembleinmimpeﬁodhﬂmpmding
financial year.

i ial Position:
As of September 30, 2017, the Company's resources totaled P13.745 billion,

higher by P214.017 million or 1.58% compared to the December 31, 2016
figure of P13.531 billion.

The increase in resources was mainly attributable to the increase in cash and
cash equivalents provided by the Company's operating and investing
activities and increase in receivables due to increase in rental rates in the
FCA Property.

Please refer to ltem 2.2.e fnrfurﬂ'leranaryﬂsafnﬂteﬂal changes in the
financial statements.

Results of Operations:

The Company's net loss of P8.298 million for the nine months ended
September 30, 2017 decreased by P9.107 million or 52.32% compared to the
reported net loss of P17.406 million for the same period of 2016. This is
mainly due to the 6.92% increase in income from operations, practically
brought about by the 8.16% net increase in revenue and dividend share from
Joint Venture Companies and rental income from its leased FCA property in
Pasay City and the inclusion of service income from DISC operations.

Key Performance Indicators:

Please refer to Exhibit 7 for the analysis of the Company’s key performance
indicators.

Discussion and analysis of material event/s and uncertainties known to
Management that would address the past and would have an impact on future

operations on the following:

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

2.2.a1 The Company’s inability to settle its outstanding obligations
with the TRB and the National Govemment brought about by
the difficulties in collecting receivables from various

government agencies.

2.2.a2 Pending labor cases which consist of those filed against the
Company involving dismissal, back wages, and separation



2.2b

22¢c

2.2d

pay; most of which had been ruled by the Labor Arbiter in
favor of the complainants, pending appeal by PNCC before
the National Labor Relation Commission (NLRC).

2.2.a3 Pending civil cases which consist of those filed against the
Company involving damages, collection of money, and
attomey's fees which are still on litigation before the various
Regional Trial Courts (RTC).

22.a4 Pending assessments on deficiency taxes. Discussion is
contained under ftem 1.5.3.j.2 including courses of actions
already undertaken by the Company to address the issue.

To address PNCC's liquidity concemn, the Company implemented a
program of manpower rightsizing in 2001 and has been pursued
gradually until the quarter. The program will be considered in the
succeeding quarters/years until the Company attains manpower
complement to match its present revenue level which is generated by
its share in the Joint Venture Companies' gross toll revenue and its
eamings from the leased FCA property.

The Company does not have material off-balance sheet transactions

As of reporting quarter, there is nothing that trigger direct or contingent
financial obligation that is material to the Company, except for the
default in payment of its TRB loan and the recognition of debts 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 material favorable or unfavorable

impact on net sales/revenues/income from continuing operations

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

» The veering away from the construction business since 2002;

» The tumover of the North Luzon Tollway operations to the MNTC
on February 10, 2005;

» The tumover of its South Luzon Toliway operations to
SLTC/MATES on May 2, 2010; and

> DPWH's takeover of the Daang Hari Project (pursuant to its PPP
mandate).

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

- Not applicable -



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

490,718,321

173,367 635

H27,180,356

36,063 228

Prapayments 21,943,857 18,007,204 3935864 | 21.86%
Accounts Payable & Accrued 80,753,428 61,843,060 28,110,388 | 47.22%
Expenses

81132425

15,677,880

revenues from FCA Properly

29,895,524

31,676,370

ﬁ-m#‘“ﬂl

Attributable to the discontinued
operations of PHILPHOS

{48,187,570)

(38,396,251)

{B,781,318)] -17.24%

Attributable fo the following

expenses;
- payment of separation pay o the
Ihmal President & CEQ and the
former executive assistant
- Increase in legal support
- increase in reimburseable
of dinsctors
increase in security guard sakary
- increasa in payments of
business permits
- payment of fire insurance
payment of appraisal fees for
PHCC & TRE properties

1,303,820

4,060 485

(2:756,645)] -67.89%

|Atiributable to decrease in interest

income, depreciation expenses,

and miscellaneous income,
income, and gain on

|sale of property & equipment

2.2f Any seasonal aspects that had a material effect on the financial

condition or results of operations

- Not applicable -
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