CENTRO ESCOLAR UNIVERSITY

(Company's Full Name)

9 Mendiola Street

San Miguel, Manila
(Company's Address)

735-6861 to 71

(Telephone Numbers)

MANAGEMENT REPORT
TO STOCKHOLDERS

For the fiscal year ended March 31, 2012
in accordance with SRC Rule 20.4

MANAGEMENT REPORT TO STOCKHOLDERS
UNDER SRC RULE 20.4



Item 1. Financial Statements
The audited consolidated financial statements are hereto attached.

Item 2. Changes in and Disagreements with External Accountants
on Accounting and Financial Disclosure

There was no change in nor disagreement with External Accountants on
accounting and financial disclosures.

Item 3. Management’s Discussion and Analysis (MD&A) or
Plan of Operation

Financial Performance (2012-2011; 2011-2010)

Tuition and Other School Fees increased by 4.72% to #1,405,583,660
from the previous vyears £1,342,181,789 and 3.23% increased from
£1,300,154,119 and 6.73% in 2010. This account consists of Tuition Fees,
Miscellaneous Fees, and Income from Other School Services. Miscellaneous
fees are comprised of fees for electricity, registration materials, miscellaneous
classroom expenses, laboratory materials diplomas and certificates, ID cards,
and various collections for specific items or activities. Income from Other School
Services consist of audio-visual fees, testing materials, computer materials, and
the like. Interest income were reported at £5,411,136 in 2012 and 6,048,014 in
2011.

The total revenues increased to #1,437,709,748 in 2012 from
£1,374,087,093 last year and £1,334,404,794 in 2010. While the Operating
Expenses were reported at £1,105,767,645 in 2012 from #1,151,994,852 last
year and £1,016,055,482 in 2010.

Net income of the University for 2012 was £297,108,952 from
£199,162,376 last year and 285,748,081 in 2010.

Because of the good first semester enrollment plus the 3% increase in
tuition and other fees being implemented and considering the year 2012 is not a
CBA year, the University achieved a considerable increase in net income.

Financial Condition

The University reported a healthy cash position as of March 31, 2012.
Cash and cash equivalents were at 209,522,046 as compared to last year's
balance of 259,576,548 and £252,034,028 in 2010. Tuition and other
receivables were at 23,528,601 as compared to £19,090,579 last year and



£16,380,785 in 2010. The University’s receivables consist of tuition receivables,
interest receivables, and employee and lessee receivables (classified as Other
Receivables). There are no receivables from unconsolidated subsidiaries or
related parties.

Inventories, consisting of materials, uniforms and supplies, were at
P7,455,321. Other current assets, which consist largely of Prepayments stood
at 3,457,765.

Available for Sale (AFS) Investments, reported under Other Assets in
2012, had a market value of 600,717 as compared to 583,568 last year.
Other Assets also include Advances to Suppliers and Contracts at 8,445,829
compared to 6,508,475 last year.

The current assets of the University as of fiscal year ended March 31,
2012 were P243,963,733 as compared to 296,397,796 for March 31, 2011.

Property and Equipment were reported at P2,892,648,868 from
£2,925,394,710 last year.

Total non-current assets were at £2,901,695,414 and Total Assets were
at 3,145,659,147 at the end of the fiscal year.

Accounts payable and accrued expenses increased to 182,352,122 from
P177,547,722 last year and 135,160,681 in 2010. Dividends payable were at
81,757,198 compared to $68,628,460 last year and £60,979,347 in 2010. The
current portion of the long-term liability due to the building acquisition was
40,000,000 and the income tax payable increased to 14,663,275 from
8,133,753 last year and 15,781,808 in 2010. Total current liabilities were at
P318,772,595 at fiscal year end.

Total non-current liability as of March 31, 2012 decreased to
$453,943,789 from P479,835,078 last year and P461,626,207 in 2010. The
long-term liability of 123,717,899 reflects the present value of the installment
payments due on the acquired Seaboard Building. Because schools are allowed
to claim 10% of its capital expansion as an advanced tax credit, it can no longer
claim the depreciation on these capital assets as tax deduction. Instead, the
unamortized portion of these tax credits are lodged under deferred tax liability,
and is amortized yearly in congruence with the depreciation of the capital assets.
Deferred tax liabilities were at £224,668,920. Retirement liability refers to the
portion of the Retirement Fund that needs to be funded over the course of the
expected working lives of the employees. As of March 2012, retirement liability
was at £105,556,970.



The University’s stockholder’s equity stood at £2,372,942,763 as of March
2012 as compared to £2,448,231,061 in March 2011.

Key Performance Indicators

Key 2012 | 2011 | 2010 Manner of Significance
Computation
Revenue | 4.72% | 3.23% | 3.40% | Difference between Measures
Growth current and last year’s Revenue growth
tuition and other school
fees divided by last
year's revenues
Returnon | 21% 15% | 22% | Net income divided by Shows how much
Revenue Tuition and other school | profit is derived
fees from every pesos
of tuition and
other school fees
Dividend 125% | 140% | 130% | Dividends divided by | Indicates how
Pay-out net income earnings support
Ratio dividend payment
Returnon | 14% 9% 12% | Net profit divided by Measures extent
Equity average total of profit earned
stockholder’'s equity
Return on | 10.43% | 6.89% | 9.34% | Net profit divided by Measures use of
Assets average total assets assets to
generate income
Liquidity

The University relies on internally generated cash to fund its working
capital needs, capital expenditures and cash dividends.

Cash flows provided by operating activities were at 412,938,978 for fiscal
year ended March 31, 2012 as compared to cash flows provided by operating
activities of P401,779,265 for the previous fiscal year and 417,580,841 in March

in 2010.

Cash used in investing activities was 64,003,722 during fiscal year
ended March 31, 2012, as compared to cash used in investing activities of
£82,489,968 for previous fiscal year and 119,387,150 in March 31, 2010.




Cash used in financing activities was at 399,285,662 during the current
fiscal year. This was primarily used for the payment of dividends as well as the
payment of the loan installment for the purchase of the CEU-Makati Legaspi
Village building. Cash used for financing activities was at 311,661,687 for fiscal
year ended March 31, 2011 and 398,583,049 in fiscal year ended March 31,
2010.

Segment Reporting

The University operates in four geographical segments — Mendiola,
Malolos, Makati-Gil Puyat and the start up operations for the Makati-Legaspi
campus. The financial information on the operations of these segments are
disclosed in terms of segment assets, segment property and equipment (net),
segment liabilities, segment revenues, operating expenses and net income/loss.

The segment report is included in Note 19 of the financial statements.
Known Trends
Effect of Government Regulation with Respect to Increase in Tuition Fees

The Commission on Higher Education (CHED) promulgates guidelines to be
followed by Higher Education Institutions (HEIs) intending to increase their tuition
and other fees. Notable among them follows:

‘A Certificate of Intended Compliance (COIC) stating that
(70%) of the proceeds to be derived from the tuition fee increase
shall be used for the payment of the salaries, wages, allowances
and other benefits of its teaching and non-teaching personnel and
other staff x x x.

“The 20% shall go to the improvement of the following:

Modernization of buildings
Equipment

Libraries

Laboratories

Gymnasium and similar facilities and
Payment of other cost of operations.

ook wh =

“Only 10% is left for return on investment.”



Education Trends

For School year 2011-2012, the University registered upward trends in
Dentistry, Pharmacy and Medical Technology while nursing course continued to
experience downward enrollment due to lesser demand in the United States and
United Kingdom.

Key Variable and Other Qualitative and Quantitative Factors

Currently, there are no known trends, events, or uncertainties that have a
material impact on the University’s liquidity.

The Registrant does not know of any event that will trigger any direct or
contingent financial obligation that may be material to the company, including
default or acceleration of an obligation.

There are no known material off-balance sheet transactions,
arrangements, or obligations (including contingent obligations), and other
relationships of the company with unconsolidated entities or other persons
created during the reporting period.

For School year 2012-2013, there are commitments for capital
expenditures such as renovations of science laboratory rooms and improvements
of other student facilities, which include procurement of science equipment and
computer for laboratory and ICT Department which funding shall be derived from
the increase in tuition fees in accordance with the guidelines of the Commission
of Higher Education (CHED).

Currently, there are no known trends, events or uncertainties that have
material impact on sales, aside from downward enrollment on nursing course,
tourism and hotel and restaurant management courses.

All income is derived from the normal course of operations or through
interest income on money market placements. There are no significant elements
of income or loss.

Material changes from FY 2011 to FY 2012 include 10.53% decrease in
interest income which resulted from decrease in money market placements as
well as decrease in interest rates. Posted was a decrease of 7.72% in the cost of
services due to lower rental and retirement expenses, and decrease in salaries
and other benefits to employees considering that last fiscal year was a CBA and
a ranking year wherein salary increases/adjustments were paid. An increase of
13.09% in general and administrative expenses was due to increases in
transportation and communications, clinical expenses, janitorial and security
services, and taxes and licenses. Interest expense decreased by 12.37% due to



lower principal balance of loan. An increase of 18.90% in the loss on
sale/retirement of assets was due to increase in the value of condemned assets.
Foreign currency exchange gain was realized this year from last year’s foreign
currency exchange loss because of increase in dollar savings deposits from June
to December 2011. These material changes resulted to a 49.18% increase in net
income after tax.

New Accounting Standards

The University presented its consolidated financial statements to comply
with accounting principles generally accepted in the Philippines (Philippine
GAAP) as set forth in Philippine Financial Reporting Standards (PFRS). New
and revised accounting standards, consisting of Philippine Accounting Standards
(PAS) and PFRS became effective for financial reporting purposes.

The transition to PFRS in 2006 resulted in certain changes to the
University’s previous accounting policies. The comparative figures for the 2005
financial statements were restated to reflect the changes in policies except those
relating to financial instruments. The standards adopted were: PAS 16, Property
and Equipment; PAS 19, Employee Benefits; PAS 21, Effects of Changes in
Foreign Exchange Rates; PFRS, Operating Segments; and PAS 39, Financial
Instruments: Recognition and Measurement.

The University has also adopted the following other PFRS, which did not
materially affect the University’s financial position and results of operation:
PAS 1, Presentation of Financial Statements; PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors; PAS 10, Events After the Balance
Sheet Date; PAS 16, Property, Plant and Equipment; PAS 17, Leases; PAS 24,
Related Party Disclosures; PAS 32, Financial Instruments: Disclosure and
Presentation; and, PAS 33, Earnings Per Share. The comparative presentation
and disclosures have been amended as required by these standards. Adoption
of these standards has no effect on equity as of April 1, 2004 and March 31,
2005.

The consolidated financial statements include the financial statements of
the University and its wholly owned subsidiary namely the Hospital, which were
incorporated in the Philippines (collectively referred to as the Group).

The financial statements of the Hospital are prepared for the same
reporting year as the University.

Subsidiary is consolidated when control is transferred to the Group and
ceases to be consolidated when control is transferred out of the Group. Control
is presumed to exist when the University owns more than 50% of the voting
power of an entity unless in exceptional cases, it can be clearly demonstrated



that such ownership does not constitute control. The consolidated financial
statements are prepared using uniform accounting policies for the like
transactions and other events in similar circumstances. All intercompany
balances and transactions, intercompany profits and unrealized gains and
losses have been eliminated in the consolidation.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent with those of the previous year
except for the following new and amended standards, interpretations and
improvements to PFRS adopted as of April 1, 2011. These new and amended
standards and improvements to PFRS did not have any impact on the accounting
policies, financial position or performance of the Group.

New and Amended Standards and Interpretations

e Philippine Accounting Standard (PAS) 24, Related Party Disclosures
(Amendment)

e PAS 32, Financial Instruments: Presentation (Amendment)

e Philippine Interpretation of International Financial Reporting Interpretation
Committee (IFRIC) 14, Prepayments of a Minimum Funding Requirement
(Amendment)

e Philippines Interpretation IFRIC 19, Extinguishing Financial Liabilities with
Equity Instruments

e Philippine Interpretation IFRIC 13, Customer Loyalty Programmes
(determining the fair value of award credits)

Improvements to PFRS in 2010

PFRS 3, Business Combinations

PFRS 7, Financial Instruments: Disclosures

PAS 1, Presentation of Financial Statements

PAS 27, Consolidated and Separate Financial Statements
PAS 34, Interim Financial Reporting

New standards and interpretations that have been issued but are not vet effective

Standards or interpretations issued but are not yet effective as of March 31, 2012
are listed below. The Group intends to adopt these standards and interpretations
when they become effective. Except as otherwise stated, the Group does not
expect the adoption of these new standards and interpretations to have a
significant impact on its financial statements.

e PAS 12, Income Taxes — Recovery of Underlying Assets (Amendment),
effective for annual period beginning on or after January 1, 2012. |t



clarified the determination of deferred tax on investment property
measured at fair value. The amendment introduces a rebuttable
presumption that deferred tax on investment property measured using the
fair value model in PAS 40, Investment Property, should be determined on
the basis that its carrying amount will be recovered through sale.
Furthermore, it introduces the requirement that deferred tax on non-
depreciable Assets that are measured using the revaluation model in
PAS 16, Property, Plant and Equipment, always be measured on a sale
basis of the asset. The Group does not expect the adoption of this
standard to have significant impact on its financial statements since the
deferred tax assets on the “Group’s land carried at revalued amount is
already measured on a sale basis of the asset.

PAS 1, Financial Statement Presentation — Presentation of Items of Other
Comprehensive Income (Amendment), effective for annual periods
beginning on or after July 1, 2012. The amendments to PAS 1 change the
grouping of items presented in other comprehensive income (OCI). Items
that could be reclassified (or “recycled”) to profit or loss at a future point in
time (for example, upon derecognition or settlement) would be presented
separately from items that will never be reclassified.

PAS 28, Investments in Associates and Joint Ventures (as revised in
2011), effective for annual periods beginning on or after January 1, 2012.
As a consequence of the new PFRS 11, Joint Arrangements, and
PFRS 12, PAS 28 has been renamed PAS 28, Investments in Associates
and Joint Ventures, and describes the application of the equity method to
investments in joint ventures in addition to associates.

PFRS 7, Financial Instruments: Disclosures — Enhanced Derecognition
Disclosure Requirements, effective for annual periods beginning on or
after January 1, 2012. The amendment requires additional disclosure
about financial assets that have been transferred but not derecognized to
enable the user of the Group’s financial statements to understand the
relationship with those assets that have not been derecognized and their
associated liabilities. In addition, the amendment requires disclosures
about continuing involvement in derecognized assets to enable the user to
evaluate the nature of, and risks associated with, the entity’s continuing
involvement in those derecognized assets.

PAS 27, Separate Financial Statements (as revised in 2011), effective for
annual periods beginning on or after January 1, 2013. As a consequence
of the new PFRS 10, Consolidated Financial Statements, and PFRS 12,
Disclosure of Interests in Other Entities, what remains of PAS 27 is limited
to accounting for subsidiaries, jointly controlled entities and associates in
separate financial statements.



e PAS 19, Employee Benefits (Amendment), effective for annual periods
beginning on or after January 1, 2013. Amendments to PAS 19 range
from fundamental changes such as removing the corridor mechanism and
the concept of expected returns on plan assets to simple clarifications and
rewording. The Group is currently assessing the impact of the
amendment to PAS 19.

e PFRS 7, Financial Instruments: Disclosures — Offsetting Financial Assets
and Financial Liabilities. These amendments require an entity to disclose
information about rights of set-off and related arrangements (such as
collateral agreements). The new disclosures are required for all
recognized financial instruments that are set off in accordance with PAS
32. These disclosures also apply to recognized financial instruments that
are subject to an enforceable master netting arrangement or ‘similar
agreement’, irrespective of whether they are set-off in accordance with
PAS 32. The amendments require entities to disclose, in a tabular format
unless another format is more appropriate, the following minimum
Quantitative information. This is presented separately for financial assets
and financial liabilities recognized at the end of the reporting period:

a. The gross amounts of those recognized financial assets and
recognized financial liabilities;
b. The amounts that are set off in accordance with the criteria in PAS 32
when determining the net amounts presented in the statement of
financial position;
The net amounts presented in the statement of financial position;
The amounts subject to an enforceable master netting arrangement or
similar agreement that are not otherwise included in (b) above,
including:
i. Amounts related to recognized financial instruments that do not
meet some or all of the offsetting criteria in PAS 32; and
ii. Amounts related to financial collateral (including cash collateral);
and
e. The net amount after deducting the amounts in (d) from the amounts in
(c) above.

oo

The amendments to PFRS 7 are to be retrospectively applied for annual
periods beginning on or after January 1, 2013.

e PFRS 10, Consolidated Financial Statements, effective for annual periods
beginning on or after January 1, 2013. PFRS 10 replaces the portion of
PAS 27, Consolidated and Separate Financial Statements, that addresses
the accounting for consolidated financial statements. It also includes the
issues raised in SIC-12, Consolidation — Special Purpose Entities. PFRS



10 establishes a single control model that applies to all entities including
special purpose entities. The changes introduced by PFRS 10 will require
management to exercise significant judgment to determine which entities
are controlled, and therefore, are required to be consolidated by a parent,
compared with the requirements that were in PAS 27. The Group is
currently assessing the impact of the amendment to PFRS 10.

PFRS 11, Joint Arrangements, effective for annual periods beginning on
or after January 1, 2013. PFRS 11 replaces PAS 31, Interest in Joint
Ventures, and SIC-13, Jointly-controlled Entities — Non-monetary
Contributions by Ventures. PFRS 11 removes the option to account for
jointly controlled entities (JCEs) using proportionate consolidation.
Instead, JCEs that meet the definition of a joint venture must be
accounted for using the equity method.

PFRS 12, Disclosure of Interests in Other Entities, effective for annual
periods beginning on or after January 1, 2013. PFRS 12 includes all of
the disclosures that were previously in PAS 27 related to consolidated
financial statements, as well as all of the disclosures that were previously
included in PAS 31 and PAS 28. These disclosures relate to an entity’s
interests in subsidiaries, joint arrangements, associates and structured
entities. A number of new disclosures are also required.

PFRS 13, Fair Value Measurement, effective for annual periods beginning
on or after January 1, 2013. PFRS 13 establishes a single source of
guidance under PFRS for all fair value measurements. PFRS 13 does not
change when an entity is required to use fair value, but rather provides
guidance on how to measure fair value under PFRS when fair value is
required or permitted.

Philippine Interpretation IFRIC 20, Stripping Costs in the Production
Phase of a Surface Mine, effective for annual periods beginning on or after
January 1, 2013. This interpretation applies to waste removal costs that
are incurred in surface mining activity during the production phase of the
mine (“production stripping costs”) and provides guidance on the
recognition of production stripping costs as an asset and measurement of
the stripping activity asset.

PAS 32, Financial Instruments: Presentation — Offsetting Financial Assets
and Financial Liabilities. These amendments to PAS 32 clarify the
meaning of “currently has a legally enforceable right to set-off” and also
clarify the application of the PAS 32 offsetting criteria to settlement
systems (such as central clearing house systems) which apply gross
settlement mechanisms that are not simultaneous. The amendments to
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PAS 32 are to be retrospectively applied for annual periods beginning on
or after January 1, 2014.

e PFRS 9, Financial Instruments: Classification and Measurement, effective
for annual periods beginning on or after January 1, 2015. PFRS 9, as
issued in 2010, reflects the first phase of the work on the replacement of
PAS 39 and applies to classification and measurement of financial assets
and financial liabilities as defined in PAS 39. In subsequent phases,
hedge accounting and impairment of financial assets will be addressed
with the completion of this project expected on the first half of 2012.

e Philippine Interpretation IFRIC 15, Agreements for the Construction of
Real Estate. This interpretation covers accounting for revenue and
associated expenses by entities that undertake the construction of real
estate directly or through subcontractors. The interpretation requires that
revenue on construction of real estate be recognized only upon
completion, except when such contract qualifies as construction contract
to be accounted for under PAS 11, Construction Contracts, or involves
rendering of services in which case revenue is recognized based on stage
of completion.  Contracts involving provision of services with the
construction materials and where the risks and reward of ownership are
transferred to the buyer on a continuous basis will also be accounted for
based on stage of completion. The Securities and Exchange Commission
(SEC) and the Financial Reporting Standards Council (FRSC) has
deferred the effectivity of this interpretation until the final Revenue
standard is issued by International Accounting and Standards Board and
an evaluation of the requirements of the final revenue standard against the
practices of the Philippine real estate industry is completed.

The Registrant has no knowledge of any seasonal aspects that had a
material effect on the financial condition or results of the operations.

The University engaged the services of Sycip Gorres Velayo & Co. (SGV)
in SY 2007-2008 to undertake the external quality assessment review of its
internal audit activity in compliance with the International Standards for the
Professional Practice of Internal Auditing (ISPPIA), specifically Standard 1312 -
External Assessments. The purpose of said external quality assessment review
was to determine and, as appropriate, to improve the internal audit activity’s
compliance with ISPPIA.

SGV completed the external quality assessment review of the University’s
internal audit activity last January 28, 2008 and rendered the overall opinion that
“the internal audit activity of CEU Partially Complies to the Standards. ‘Partially
Complies’ means that the activity is making good-faith efforts to comply with the
requirements of the individual Standard or element of the Code of Ethics, section
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or major category, but falls short of achieving some major objectives. These will
usually represent significant opportunities for improvement in effectively applying
the Standards or Code of Ethics and/or achieving their objectives. Some
deficiencies may be beyond the control of the activity and may result in
recommendations to senior management or the board of the organization.”

The audit was completed in the last fiscal year and the University is
committed to move in the direction of the risk-based auditing process. The plan
will be set forth by the University’s Quality Management Systems Group along
with the Internal Audit Department.

Information on Independent Accountant
Audit Fees and Related Fees

The appointment of Sycip Gorres, Velayo and Co. (SGV) as external
auditor of the University for 2011 was approved by the stockholders during the
annual meeting on July 26, 2011.

In compliance with Securities Regulation Code (SRC) Rule 68, Ms. Janet
Alvarado-Paraiso has been the partner in-charge for less than five years. Her
appointment started in 2009.

In 2012 and 2011, the University paid 715,000, VAT exclusive, for each
year, to Sycip Gorres, Velayo and Co. (SGV) for the audit of the University’s
annual financial statements, as well as assistance in the preparation of the
annual income tax returns.

There is no other assurance and related services by the external auditor
that are reasonably related to the performance of the audit or review of the
University financial statements.

Tax Fees

In 2011, the University paid 240,000, VAT exclusive to Sycip, Gorres,
Velayo and Co (SGV) for the performance of a tax compliance review for the
fiscal year ended March 31, 2010 covering income tax, expanded withholding
tax, fringe benefit tax and withholding tax on wages. The review involved a study
of the University’s opposition and practices and procedures in relation to specific
tax laws, regulations and rulings. The objectives were to determine whether or
not the tax position, practices and procedures adopted and maintained are in
compliance with the tax laws and regulations; top identify areas where non-
compliance are noted and quantify, if possible, the extent of the University’s
exposure thereon, and to provide recommendations to improve or correct the
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University’s tax practices and procedures in compliance with the tax laws and
BIR regulations.

Other Fees

There are no other services provided by the external auditor, other than
the services reported.

Audit Committee Pre-approval Policy

CEU’s Audit Committee is composed of the Chairman, Dr. Emil Q. Javier,
and members, Dr. Angel C. Alcala and Atty. Sergio F. Apostol.

The Audit Committee is required to pre-approve all audit and non-audit
services rendered and approve the engagement fees and other compensation to
be paid to the external auditor.

The Audit Committee found the services and fees for external audit
reasonable and approved the same following a conference with the external
auditors and the University’s financial officers to clarify the scope, extent and
details of the audit.

Item 4. Description and General Nature and Scope of the Business

Centro Escolar University, an institution of higher learning established in
1907 by Librada Avelino and Carmen de Luna, is committed to the furtherance of
its founders' philosophy Ciencia y Virtud (knowledge and virtue), and aims to
cultivate the mind, the spirit, and the body for service to God, country and the
family.

In pursuit of this goal, it seeks to educate students:

1. to develop wholesome values and attitudes;

2. to be proficient in their chosen vocations; and

3. to be involved in the promotion of progressive nationalism within the
context of one world.

CEU, a stock corporation, was first incorporated in 1932 to exist for 50
years, or until 1982. On March 31, 1982 the corporate life was extended for
another 12 years to last until 1994. On March 31, 1994, the Articles of
Incorporation was amended extending the life of CEU for another 50 years.

There was no bankruptcy, receivership or similar proceeding that
happened to the corporation.
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A stock split was approved by SEC on March 31, 2000, effectively
reducing the par value from 2100 to P1 per share. PSE correspondingly adjusted
the par value on August 3, 2000.

Business Development During the Past Three Fiscal Years (2009-2011)
School Year 2009-2010

In SY 2009-2010, the University had an average enrolment for the first
and second semesters of 19,597 students for all campuses. As compared to the
previous school year, CEU had an increase in total enrolment of 3.79%. the
increase can be attributed to the increase in the freshman enrolment and on the
demand in hospitality management and health sciences programs. It is worthy to
note that the freshman enrolment increased by 12.09%.

Foreign Student Enrolment

CEU is still the preferred institutions by foreign students for their tertiary
education, most especially by the Iranian students for Dentistry and Pharmacy
programs. This school year, there was an increase in foreign student enrolment
of 49% compared to the previous school year.

New Program/Majors and Revised Curricula

As part of the continuous improvement of the program offerings and
commitment to academic excellence, new areas of study were designed to
explore additional markets. The new program to be offered for School Year
2010-2011 is the Bachelor of Science in Legal Management. This program will
be offered in Manila campus during the first year and in Makati campus for the
succeeding years.

The Master of Science in Tourism was revised to the Master of Science in
Hospitality Management with majors in Tourism Management, Hotel and
Restaurant Management, and Leisure Management. The Master of Science in
Dental Education was also revised to Master of Science in Health Education with
majors in Dental Education, Medical Technology Education, and Optometry
Education. A new major, Financial Analysis, was instituted for the Master of
Business Administration program.

Several curricula were revised: Master of Arts major in Applied Linguistics

and Special Education, Master of Arts in Teaching, Master of Science in
Cosmetic Science and in Bachelor of Arts in Mass Communication
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Performance in Board Examination

The outcome of the government licensure examinations is one of the best
indicators of the quality of education offered by an academic institution. Thus,
topping the board examinations and achieving high passing percentages are
important achievements of the University. CEU graduates maintained their
excellent performance in the PRC Board Examinations topping the examinations
in Dentistry and Social work. There were sixteen other top ten placers in other
licensure examination. The overall passing percentages of graduates in
Dentistry, Social Work, Nursing, Nutrition, Optometry, Pharmacy, Education and
Accountancy were all higher than the respective national passing percentages.

It is worth noting that the first batch of Medical Technology graduates of
Makati Campus obtained 100% passing percentage.

Accreditation and Recognition of Programs

The Commission on Higher Education (CHED) renewed the Autonomous
Status of CEU Manila and CEU Malolos. The Federation of Accrediting Agencies
of the Philippines (FAAP), upon the recommendation of the Philippine
Association of Colleges and Universities Commission on Accreditation
(PACUCOA), awarded Institutional Accreditation to CEU, the first institution to be
granted such status. CEU was also recognized by the PACUCOA during its 20"
Annual General Assembly as the Institution with the Highest Number of Level I
Accredited Programs in the whole country.

Quality Assurance

CEU continues to maintain its ISO certification under ISO 9001:2000 with
Societe Generale de Surveillance as certifying body. The University is preparing
for the transition of the standard from the 2000 to the 2008 version.

Part of the continuous improvement of the quality management system of
the University is the review of the Manuals of Policies and Procedures for all
functions and units.

Faculty Achievements

Dr. Flordeliza Anastacio, Dean of the School of Accountancy and
Management was chosen as a recipient of the Philippine Council of Deans and
Educators inn Business (PCDEB) Presidential Award. The PCDEB Council of
Advisers approved her PCDEB Presidential Award in recognition of her
unprecedented accomplishments as president of the organization for SY 2007-
2008.
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Student Achievements

Hotel and Restaurant Management students participated in the World
Food Expo where CEU won several awards in different competitions that were
participated in by ten (10) colleges and universities in the Philippines.

Student representatives from the College of Medical Technology
participated in the 28" National PAMET-PASMETH Quiz Contest and placed 3™
runner up from among the 23 participating schools.

Students of Dentistry participated in the undergraduate research
competition of Philippine Dental Association (PDA) through poster presentations
during the 101%" Scientific Meeting held last September 24, 2009 at SMC
Convention Center. CEU had the most number of researches submitted for the
competition. CEU obtained the 1% and 3™ place in the competition.

CEU was among the seven dental schools that participated in the Student
Clinicians Research Competition in the 8" Student Clinician Program of Dentsply
Philippines held October 9, 2009. CEU Malolos got the 1% place, while CEU
Manila got the 2" place. The CEU Malolos entry was the Philippine entry to the
South East Asia Dentsply competition held during the 20" South East Asia
Association for Dental Education (SEAADE) at Chiang Mai, Thailand.

CEU Malolos Pharmacy students emerged as Champion in the National
Pharmacy Quiz Bee 2009. The contest organized by the Federation of Junior
Chapter Philippines Pharmacist Association was held on December 3, 2009 at
the UST.

Students of BSHRM participated in the EDEN YUMM Culinary
Competition Noche Buena Cook-off and Cheese Sculpture. CEU was the
Champion in Cheese Sculpture and Runner-up in Noche Buena Cook-off.

CEU Malolos HRM students participated in the Regional Culinary Skills
Development Competition where they garnered two (2) Gold Medals, four (4)
Silver Medals, one (1) Bronze Medal and a Special Award.

Improvement of Facilities and Services

The University is presently upgrading the existing Enrolment Automation
and Registration Systems (EARS). The project EARS2 was launched to do the
migration of existing EARS database, and expansion of the system to
accommodate new requirements in admission, alumni information and others.

Offices affected by Typhoon Ondoy were refurbished. A Student Center in
CEU Makati, Gil Puyat Campus was constructed along with the classrooms,
offices and library for the School of Law and Jurisprudence.
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School Year 2010-2011

In S.Y. 2010-2011, the University had an average enrolment of 20,548 for
the first and second semester. The total enrolment in the three campuses both
for the 1st and 2nd semesters of school year 2010-2011 increased by 4.28% and
3.2%, respectively as compared to the previous school year. It is worthy to note
that the freshman enrolment also increased by 5.23%. The increase in enrolment
is in Medical Technology, Pharmacy and Dentistry.

Foreign Student Enrolment

This school year, CEU had an average number of foreign students of
1,304 for the first and second semester. It showed an increased by 57.6% as
compared to the previous school year.

CEU has been reported to have the biggest number of foreign students
enrolled during the current year. Statistics provided by the Bureau of Immigration
showed that 1,066 foreign students are enrolled in CEU, followed by UE with
799, FEU with 573, MCU with 504, DLSU with 396 and Fatima University with
309.

Performance in Board Examination

CEU graduates performed well in the licensure examinations given by the
Philippine Regulatory Commission (PRC). They TOPPED in the licensure
examinations for Optometry and Pharmacy. There were nineteen other top ten
placers in other licensure examinations. ALL of the CEU programs with licensure
examinations had the overall passing percentages higher than the national
passing percentages.

Foreign Certification and Examination

Four (4) graduates of Doctor of Pharmacy of CEU Makati passed the
Foreign Pharmacy Graduates Equivalency Exam (FPGEE) given last April 19,
2010 in USA.

Three (3) students of BSBA Management Accounting of CEU Manila
passed the foreign registration and certification examination in Australia as
Registered Cost Accountant.

One (1) student of BSBA Management Accounting and two (2) BS
Accounting passed the certification examination in United Kingdom as Certified
Bookkeeper.

Accreditation and Recognition

CEU was recognized by the Philippine Association of Colleges and
Universities Commission on Accreditation (PACUCOA) as the institution with the
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highest number of Level Il reaccredited programs during the 21st National
Assembly on 10 December 2010.

The Pharmacy program was granted Level IV Accreditation, the highest
accreditation level of PACUCOA. CEU is the first and only HEI with Level IV
accreditation in Pharmacy. On the other hand, the Nursing and Social Work
programs were granted Level Il Re-accreditation for five years from the Philippine
Accrediting Association of Schools, Colleges and Universities (PAASCU).

International Linkages

CEU signed a cooperative agreement for student and faculty exchange
with Daegu Health College in South Korea in the areas of Dentistry, Optometry
and Medical Technology. There were nine (9) CEU students who went to Daegu
Health College for their internship and clinical practice. On the other hand, on
February 2011, there were nine (9) students from Daegu Health College visited
CEU and had their internship.

Quality Assurance

CEU’s commitment to quality management system was fulfilled through
the ISO certification. On October 2010, CEU Manila and Malolos campuses
underwent external audit of the academic and support functions by the Societe
Generale de Surveillance (SGS). The audit was based on the new version of ISO
standards, thus, a transition of the certification from ISO 9001: 2001 to I1SO
9001:2008. in addition, CEU Makati is now included in the certification.

As part of the continuous improvement, the manuals of Policies and Procedures
for all functions and units were revised.

Faculty Achievements

Dr. Olivia Limuaco, Dean of School of Pharmacy has been elevated to
Council of Advisers for 2010 by the Philippine Organization of Colleges of
Pharmacy, while Dr. Cecilia Santiago, program head of Pharmacy in Malolos was
elected as treasurer of PACOP.

Dr. Charito Bermido, Dean of the College of Medical Technology was
again elected to the Philippine Organization of Schools of Medical Technology
and Public Health, Inc. (PASMETH) Board as Internal Vice-President.

Dr. Lolita Pablo, Head of the CEU Community Outreach Department was
elected National President of the Philippine Association of Social Workers, Inc.,
the national organization for professional social workers and the sole accredited
professional organization by the PRC.
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Student Achievements

CEU 2010 graduate won first place in the Food and Nutrition Research
Institute, Dept. Of Science and Technology (FNRI-DOST) Undergraduate
Student Research Competition, Nutrition Category for their research entitled “The
Feasibility of Producing Siopao with the Extract of the Leaves and Fruits of
Ampalaya (Momordica Charantia)’. The undergraduate research competition was
part of FNRI-DOST’s 36th Annual Seminar Series, which had the theme
“Pagkaing Tama at Sapat, Kalusugan para sa Lahat”.

CEU Malolos won first place in the 8" Annual Dentsply Student Clinician
Program Search for the Best Research. The competition was open to all schools
and colleges of dentistry. The other universities competing in the finals were UP,
UE, University of Baguio and Our Lady of Fatima University. The CEU team
represented the Philippines in the South East Asia Association of Dental
Education Annual Scientific Meeting in Chiang Mai, Thailand.

The undergraduate research of the CEU School of Dentistry entitled “
Chico (Achras sapota Linnaeus) sap preparations as possible alternative to
thermoplasticized gutta percha in root canal theraphy” won 3rd place in the
IADR-SEA/Dentsply Student Clinician Competition held at Taipei, Taiwan on
September 19, 2010.

CEU joined the “Discover Israel 2010 College Quiz" organized by the
Embassy of Isarel in Manila. CEU hosted the qualifying exam last September 14,
2010. Ten (10) CEU students qualified in the semi-final round. The semi-final
round was held in De La Salle University with one (1) CEU student qualified for
the final round.

The CEU School of Accountancy and Management (SAM) won the
second place in the 4th National Business Ideas and Development Award (BIDA)
2010 sponsored by the Philippine Chamber of Commerce and Industry. The
recognition was given to CEU-SAM for outstanding ideas in entrepreneurship
and creativeness of the students under the non-food category.

The Hotel and Restaurant Management students joined the 2nd Umami
Culinary Challenge held on January 21, 2011. CEU HRM student won as Umami
Master (Master Chef) in the said competition. The culinary challenge was
participated by more than 23 universities and schools that other offer HRM and
Culinary programs. CEU students also won in the following categories: 3rd Place
Umami Buzz, 3rd Place Bento Box and 3rd Place Best Ginisa Dish.

The School of Nutrition and Hospitality Management (SNHM) got the

GOLD trophy in the recently concluded National Skills Olympics by the Union of
Filipino Tourism Educators. CEU has been the over-all champion of the skills
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competition for three consecutive years. The Intercollegiate Culinary Challenge
2011 was held on February 28 to March 1, 2011 at the World Trade Center.
Students from SNHM participated in the competition and got the following
awards: Bronze Medalist in Creative Filipino Merienda and finalist in Modern
Team Challenge and Great Adobo Challenge.

The students got a diploma in the Traditional Filipino Market Basket
contest. They were chosen finalists in Filipino Set-Menu and Asian Dessert
categories.

School Year 2011-2012
Student Enrolment

The University had an average enrolment of 20,718 for the first and
second semesters of SY 2011-2012. The total enrolment in the three campuses
both for the 1 and 2" semesters increased by 1.16% and 1.49%, respectively
as compared to the previous school year. The total freshmen enrolment
decreased by 3.5% as compared to the previous school year.

Foreign Student Enrolment

Foreign student enrollment stood at 1,286 and 1,211 for the first and
second semesters, respectively. An average decrease of 5.3% was noted as
compared to SY 2010-2011. The top three programs where the foreign students
are enrolled are Dentistry, Pharmacy and Business Administration.

Performance in Board Examination

The passing percentage of CEU graduates was higher than the national
passing percentage in all licensure examinations taken by the graduates in the
past year. A CEU graduate TOPPED the licensure examination in Optometry;
seven others were in the top ten places. There were four other top ten placers in
other licensure examinations.

Accreditation and Recognition

CEU set another milestone in higher education with the addition of four
more programs attaining Level IV, the highest level of accreditation in the
Philippines: Business Administration, Dentistry, Optometry and Nutrition and
Dietetics programs. These were granted by the Federation of Accrediting
Agencies of the Philippines upon recommendation of the Philippine Association
of Colleges and Universities Commission on Accreditation (PACUCOA)
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PACUCOA cited CEU for the first Pharmacy program to have been
granted Level IV accredited status in the National Capital Region and in the
Philippines.

Granted candidates status, also by PACUCOA, are the Hotel and
Restaurant Management, Tourism Management, Pharmacy, Nursing and
Dentistry programs of CEU Malolos.

The Computer Science, Hotel and Restaurant Managerment, Tourism
Management and Business Administration programs of CEU Makati completed
the consultancy visit by PACUCOA in preparation for Level 1 accreditation.

International Linkages

The University along with 24 others signed the Joint Cooperative
Agreement among Universities in the Asia Pacific in July 2011. This cooperative
agreement allows member universities to initiate programs that would promote
internationalization like cultural exchange program, internship program, faculty
exchange and others. Through this agreement, CEU sent students to Siam
University In February 2012 to listen to lectures of faculty members of Siam
University on Thailand Tourism and Thai Cuisine. CEU is also doing a research
collaboration with Kumamoto Health Science University. Arrangements are
being made for internship exchange programs with Sias International University
for business administration students.

The University strengthened its global work And travel program through a
goodwill visit and dialogue with the key officials of Janus International Student
Exchange based in Doswell, Virginia, USA.

CEU continued its Student Exchange Program, now on its third year, with
Daegu Health College (DCH) in South Korea. The program aims to promote
Academic enrichment and to deepen understanding among the participants of
the cultures of Philippines and Korea.

The Dean of the College of Optometry attended the Philippine Optometry
Dean’s Training on Linkage and Benchmarking on September 23 to October 24,
2011 at the University of California, Berkeley School of Optometry in the West
Coast, and New England College of Optometry in the East Coast.

Quality Assurance
The continuous improvement program of CEU includes various programs
coordinated by its Quality and risk Management System Committee:

Management Review, 5S (now 7S), Quality Circle, Customer Feedback,
CEUSTARS. The majority of CEU work areas in the 3 campuses attained level 4
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compliance in a scale of 5, in three (Sweep, Systematize, Standardize) of the five
components of the Five S program. Thus standards were revised to include two
additional components: Safety and Security. To further improve service to
various clientele, Customer Feedback was incorporated in the visitor's form to
obtain feedback from external clients.

In July 2011, CEU Makati, along with CEU Manila and CEU Malolos, was
certified by SGS United Kingdom Ltd as meeting the requirements of I1SO
9001:2008 for all academic and support services functions. For CEU Manila and
CEU Makati, this was a re-certification while it was a first certification for CEU
Makati.

Faculty Achievements

Dr. Teresita I. Barcelo, the new dean of the College of Nursing was
awarded as “2012 Outstanding Woman Leader in Manila in the field of
Education” by the City of Manila and Soroptimist International, Sampaloc Chapter
on May 26, 2012.

Dr. Olivia M. Limuaco, Dean of the School of Pharmacy was appointed as
Secretary General by the Federation of Asian Pharmaceutical Association
(FAPA) and was elected as Vice President for Luzon of the Philippine
Pharmacists Association (PPhA).

Dr. Charito M. Bermido, Dean of the College of Medical Technology was
again elected to the Philippine Association of Schools of Medical Technology and
Public Health, Inc. (PASMETH) Board and was elected PRO and chair of 41%
Annual Convention of PASMETH.

Student Achievements

CEU Mass Communication student, Kristine Bernardette Sasi, was among
the 80 delegates chosen to the 14" Ayala Young Congress 2012.

CEU Manila School of Accountancy and Management students won the
grand prize, non-food category in Business Plan Competition sponsored by the
Philippine Chamber of Commerce. The students received a trophy and a cash
prize for their winning business plan — “Oregatol, a manufacturing of mosquito
coils made from oregano leaves”.

Senior accountancy student Edlynne Elaine Bernardo was elected
National President of the American Chamber of Commerce (AmCham).

CEU Malolos dentistry student won the DENTSPLY’s 2011 student
clinician competition for Southeast Asia, gaining the distinction of being the first
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Filipino to have won this competition. As the winner, she gains membership to
the Student Clinician American Dental Association and will present her work in
the annual session of the American Dental Association in San Francisco in
October 2012 as the representative of the International Association fort Dental
Research Southeast Asia Division (IADR-SEA).

The research of dentistry students’ research on “Production of Collagen
Membrane Derived from Gas Bladder of Janitor Fish, Pterygoplichthys pardilis,
as Alternative for Guided Tissue Regeneration” won second place in the 25
International Association for Dental Research-South East Asia division held in
Singapore.

CEU Manila Nutrition and Dietetics students got the first place for their
entry, 2CMint Tea, in the UNILEVER Philippines Lipton tea concocting
competition.

CEU Manila School of Nutrition and Hospitality Management received a
cash award from the Tourism Infrastructure Enterprise Zone Authority (TIEZA) in
recognition of the School’'s tourism management program for its successful
promotion of the Philippine festivals.

CEU’s Association of Tourism Students (ATS) was declared overall
champion in the Union of Filipino Tourism Educators (UFTE) Tourism Skills
Olympics held on February 23, 2012. Having consistently grabbed the
championship title for 3 consecutive years, CEU ATS as named as the first UFTE
Hall of Fame awardee.

CEU athletes emerged overall champion in the 11" season of National
Athletic Association of Schools, Colleges and Universities (NAASCU), having
won first place in seven events (Cheerleading, Men and Women Table tennis,
Badminton and Men and Women Swimming) and finished second also in six
different events. CEU Pep Squad once again bagged their second year
championship in the cheer dance competition.

CEU Men’s volleyball team grabbed their second championship in the

NCR Men’s National Collegiate Athletic Association (NCAA) and represented
NCR in the national championship in Naga City.

Item 5. Directors and Executive Officers

Please refer to pages 6 to 10 of the Definitive Information Statement
submitted to the Securities and Exchange Commission.

23



Item 6. Market Price and Dividends

The University’'s common equity is traded at the Philippine Stock
Exchange. Following are the high and low prices for each quarter within the last
two (2) fiscal years:

High Low

Fiscal Year Ended 2011
April 2010 — June 2010 First Quarter £10.00 | #8.50
July 2010 — September 2010 Second Quarter 10.25 8.60
October 2010 — December 2010 Third Quarter 9.40 8.40
January 2011 — March 2011 Fourth Quarter 9.20 8.65

Fiscal Year Ended 2012
April 2011 — June 2011 First Quarter R940 |P8.61
July 2011 — September 2011 Second Quarter 9.00 8.20
October 2011 — December 2011 Third Quarter 10.00 8.50
January 2012 — March 2012 Fourth Quarter 10.60 9.30

The closing price per share of the University's common shares as of
June 28, 2012 was #10.40.

Holders

As of June 28, 2012, there was a total of 1,062 common shareholders.
The name of the top twenty (20) shareholders and the number of shares and the
percentage of total shares outstanding held by each are as follows:

Number of Percentage of
Stockholder Common Shares Held Total Shares (%)
1. USAUTOCO, INC. 126,620,891 34.0000
2. U.S. Automotive Co., Inc. 55,963,803 15.0273
3. PCD Nominee Corp. — Filipino 55,046,389 14.7810
4.  Southville Commercial Corp. 29,686,293 7.9713
5. Jose M. Tiongco 13,439,614 3.6088
6. Corazon M. Tiongco 10,107,793 2.7141
7. Erlinda T. Galeon 9,252,982 2.4846
8. Generosa T. Cabrera 9,190,225 2.4677
9. Marie T. Sands 9,186,138 2.4666
10.  Security Bank Corp. TA#1090 8,072,299 2.1676
11.  Alvin Anton C. Ong 1,344,308 0.3610
12.  Fredrick C. Ong 1,250,000 0.3356
13. Soledad T. Inducil 901,762 0.2421
14. Emma de Santos Oboza 758,190 0.2036
15. Alicia de Santos Villarama 758,190 0.2036
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16. Trinidad V. Javellana 713,666 0.1916

17. Jose Hontiveros 650,107 0.1746
18. Manuel M. Paredes 650,107 0.1746
19. Amado R. Reyes 650,107 0.1746
20. Conrado Sanchez, Jr. 650,000 0.1745

There are no transactions that relate to an acquisition, business
combination or other reorganization which will affect the amount and percentage
of shareholdings of any of the University’s directors, officers (as a group) or any
person owning more than 5% of the University’s outstanding capital stock.

Dividends

Dividends declared for the two most recent fiscal years, i.e., Fiscal Year
ended March 31, 2011 and Fiscal Year ended March 31, 2012, are as follows:

Fiscal Year Ended March 31, 2011
(April 1, 2010 — March 31, 2011)

1. Cash dividend of B0.75 per share was declared on June 25, 2010 in
favor of stockholders of record as of July 12, 2010, payable on August 2, 2010.

Fiscal Year Ended March 31, 2012
(April 1, 2011 — March 31, 2012)

1. Cash dividend of B0.50 per share was declared on May 27, 2011 in
favor of stockholders of record as of June 10, 2011, payable on July 7, 2011.

2. Cash dividend of R0.25 per share was declared on September 30,
2011 in favor of stockholders of record as of October 14, 2011, payable on
November 10, 2011.

3. Cash dividend of R0.25 per share was declared on December 16, 2011
in favor of stockholders of record as of January 2, 2012, payable on January 25,
2012.

Dividends shall be declared only from retained earnings.

There are no restrictions that limit the ability to declare dividends on
common equity.

Recent Sale of Unregistered or Exempt Securities

The University did not sell any unregistered or exempt securities in the
past three (3) years.
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Item 7. Compliance on Corporate Governance

The University has complied with the provisions of its Manual on
Corporate Governance. Continuous monitoring is being done by the Compliance
Officer, Audit Committee, President, Chief Financial Officer and Internal Auditor
to assure compliance.

In compliance with SEC Memorandum Circular No. 2, s. 2007, the
University submitted its duly accomplished Corporate Governance Scorecard
and supporting documents.

On February 13, 2008, the members of the Board of Directors as well as
top and middle management officers attended a seminar on corporate
governance conducted by the Institute of Corporate Directors (ICD) in
compliance with the requirement contained in its Manual on Corporate
Governance, adopted pursuant to SEC Memorandum Circular No. 2, s. 2002.

On May 27, 2009, the Institute of Corporate Directors (ICD) recognized
CEU as one of the top 15 publicly listed companies with the highest scores in
ICD’s 2008 Corporate Governance Scorecard, Silver Category.

The University has not deviated from its Manual since the time of the self-
rating process previously conducted and reported to the Securities and
Exchange Commission through the Corporate Governance Self-Rating Form
(CG-SRF) submitted in November 2011.

CEU adheres to governance principles and best practices to attain its
objectives. A system has been established to monitor and evaluate the
performance of the University and its Management and CEU is committed.
There is an ongoing commitment on the part of the University to consistently
abide by and ensure improved compliance with the requirements of good
corporate governance.

26



UNDERTAKING

A copy of the University’s annual report in “SEC Form 17-A (2011)”
as amended, may be provided to any stockholder upon written request
addressed to:

Office of the Corporate Secretary
Centro Escolar University

9 Mendiola Street

San Miguel, Manila

At the discretion of Management, a charge may be made for exhibits,

provided such charge is limited to reasonable expenses incurred by the
registrant in furnishing such copies.
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