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CeNrRo EscoLAR UNIVERsITY

Office of the Corporate Secretary

N9T,|CE OF ANNUAL STOCKHOLDEBS' MEETING

To the Stockholders of Centro Escolar University:

Notice is hereby given that the Annual Meeting of the Stockholders of CENTRO
ESCOLAR UNIVERSITY (CEU) wil l be held on Tuesday, July 25, 2017,3:00 P.M., at the
University's Information Science Center, Mezzanine Floor, 9 Mendiola Street, San Miguel,
Manila, to consider and take action upon the following matters:

1.  Cal l to Order
2. Proof of Notice and Quorum
3. Approval of the Minutes of Annual Stockholders' Meeting on July 26,2016
4. Chairman's Address
5. Approval of the Annual Report of the Board of Directors
6. Election of Directors
7. Appointment of External Auditor
8. Other Matters
9. Adjournment

All stockholders of record as of the close of business on June 29,2017 are entitled to
notice and to vote at the annual meeting and at any adjournment thereof. The stock and
transfer book of the University will be closed from July 5,2017 to July 25,2017.

lf you cannot attend the meeting personally, you may designate your authorized
representative by submitting a PROXY instrument in accordance with Section 58 of the
Corporation Code to the office of the stock transfer agent at the address below by
July 14, 2017. Proxies will be validated on July 20,2017.

Professional Stock Transfer, lnc.
10/F Telecom Plaza
316 Gil Puyat Avenue
Salcedo Village, Makati City

Manila, Phil ippines, July 4, 2017.
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. CHED Center of Excellence in Teacher Education ' CHED Center ot Development in
Business Education . HIGHEST NUMBER of programs at HIGHEST LEVEL of
accreditation, Level lV by PACUC0A certitied by FAAP: Biology, P-sychology, Pharmacy,
Business Administratiori, Dentistry, optometry, Nutrition and Dietetics, Liberal Arts
{Mass Communication and Political Science), Education, and Medical Technology
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INDEPENDENT AUDITOR’S REPORT

The Stockholders and the Board of Directors
Centro Escolar University

Opinion

We have audited the consolidated financial statements of Centro Escolar University (the “University”)
and its subsidiaries (the “Group”), which comprise the consolidated statements of financial position as at
March 31, 2017 and 2016, and the consolidated statements of income, consolidated statements of
comprehensive income, consolidated statements of changes in equity and consolidated statements of cash
flows for each of the three years in the period ended March 31, 2017, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at March 31, 2017 and 2016, and their consolidated
financial performance and their consolidated cash flows for each of the three years in the period ended
March 31, 2017, in accordance with Philippine Financial Reporting Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs).  Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Consolidated Financial Statements section of our report.  We are independent of the Group in
accordance with the Code of Ethics for Professional Accountants in the Philippines (the “Code of Ethics”)
together with the ethical requirements that are relevant to our audit of the consolidated financial
statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code of Ethics.  We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period.  These matters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.  For each matter below, our
description of how our audit addressed the matter is provided in that context.

SyCip Gorres Velayo & Co.
6760 Ayala Avenue
1226 Makati City
Philippines

Tel: (632) 891 0307
Fax: (632) 819 0872
ey.com/ph

BOA/PRC Reg. No. 0001,
   December 14, 2015, valid until December 31, 2018
SEC Accreditation No. 0012-FR-4 (Group A),
   November 10, 2015, valid until November 9, 2018

A member firm of Ernst & Young Global Limited
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We have fulfilled the responsibilities described in the Auditor’s Responsibilities for the Audit of the

Consolidated Financial Statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our assessment of
the risks of material misstatement of the consolidated financial statements.  The results of our audit
procedures, including the procedures performed to address the matters below, provide the basis for our
audit opinion on the accompanying consolidated financial statements.  We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Acquisition of Centro Escolar Las Piñas (formerly Las Piñas College) (CELP)

As disclosed in Note 4 to the consolidated financial statements, in September 2015, the University
acquired a controlling interest in CELP and the related real properties used in its operations.  For the year
ended March 31, 2016, the purchase price allocation for the CELP acquisition was determined on a
provisional basis pending finalization of the valuation of land and buildings and improvements acquired.
As required by PFRS 3, Business Combinations, the University finalized the purchase price allocation in
the current year.  This resulted to a goodwill of P=47.61 million.  Under PAS 36, Impairment of Assets, the
University is required to test goodwill for impairment on an annual basis.  The impairment assessment
was done based on the value-in-use of CELP.

The finalization of the purchase price allocation is significant to our audit as the finalization of the
valuation of land and buildings and improvements involves significant judgments and estimates.  The
disclosures on the significant assumptions used in valuing the land and buildings and improvements are
included in Note 4 to the consolidated financial statements.

The impairment assessment on goodwill is also significant to our audit as the value-in-use calculation
involves significant management judgment in the use of assumptions, particularly the tuition fee rates and
number of students assumed to project future revenues, the rate used to discount forecasted cash flows,
and the long-term growth rate.  The disclosures on the significant assumptions used in determining the
recoverable amount of goodwill are included in Note 4 to the consolidated financial statements.

Audit response

We reviewed the final purchase price allocation for the CELP acquisition, focusing on the valuation of
land and buildings and improvements acquired.  We involved our internal specialist in the review of the
methodology and assumptions used by the University’s appraiser – whose professional qualifications,
capabilities and objectivity were also considered.  We tested the key inputs used, such as price per square
meter for land and reproduction costs for buildings and improvements, by comparing these inputs against
market data.

For the goodwill impairment assessment, we obtained an understanding of the University’s impairment
assessment process and the related controls.  We involved our internal specialist in evaluating the
methodology and assumptions used, in particular those relating to the discount rate and the long-term
growth rate.  We assessed the forecasted cash flows by comparing the key assumptions used, such as
tuition fee rates and number of students, against externally available industry data and the Group’s
historical data and performance.  We tested the parameters used in the determination of the discount rate
against market data.  We also reviewed the disclosures about those assumptions to which the outcome of
the impairment test is most sensitive, specifically those that have the most significant effect on the
determination of the recoverable amount of goodwill.

A member firm of Ernst & Young Global Limited
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Recoverability of tuition fee receivables

As at March 31, 2017, the Group has tuition fee receivables amounting to P=77.63 million, net of
allowance for doubtful accounts amounting to P=39.51 million.  The Group determines the allowance for
doubtful accounts on a portfolio basis by applying a loss rate determined based on a five-year average of
historical losses.  The determination of the loss rate involves management judgment, and the estimated
losses could be significantly different from actual credit losses.  Thus, we considered this area as a key
audit matter.  The disclosures relating to the impairment of tuition fee receivables are included in Note 3
to the consolidated financial statements.

Audit response

We obtained an understanding of the impairment testing process and tested the key controls over
impairment data and calculations.  We tested the tuition fee receivables schedule used in the impairment
calculation by comparing the details to the source information systems and, on a test basis, to the
underlying records such as the certificate of matriculation.  We tested whether the loss rate used in the
impairment calculation is based on historical cash collections.  We also checked the mathematical
accuracy of the impairment calculation.

Other Information

Management is responsible for the other information.  The other information comprises the information
included in the SEC Form 20-IS (Definitive Information Statement), SEC Form 17-A and Annual Report
for the year ended March 31, 2017, but does not include the consolidated financial statements and our
auditor’s report thereon.  The SEC Form 20-IS (Definitive Information Statement), SEC Form 17-A and
Annual Report for the year ended March 31, 2017 are expected to be made available to us after the date of
this auditor’s report.

Our opinion on the consolidated financial statements does not cover the other information and we will not
express any form of assurance conclusion thereon.

In connection with our audits of the consolidated financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audits, or otherwise appears to be materially misstated.

Responsibilities of Management and Those Charged with Governance for the Consolidated

Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with PFRSs, and for such internal control as management determines is
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Group or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

A member firm of Ernst & Young Global Limited
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion.  Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with PSAs will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these consolidated financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit.  We also:

· Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.  The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

· Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

· Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern.  If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion.  Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report.  However, future events or conditions may cause the Group to cease
to continue as a going concern.

· Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

· Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision and performance of the audit.  We remain solely
responsible for our audit opinion.

A member firm of Ernst & Young Global Limited
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We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters.  We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is Josephine
Adrienne A. Abarca.

SYCIP GORRES VELAYO & CO.

Josephine Adrienne A. Abarca
Partner
CPA Certificate No. 92126
SEC Accreditation No. 0466-AR-3 (Group A),
      February 9, 2016, valid until February 8, 2019
Tax Identification No. 163-257-145
BIR Accreditation No. 08-001998-61-2015,
      February 27, 2015, valid until February 26, 2018
PTR No. 5908660, January 3, 2017, Makati City

June 23, 2017

A member firm of Ernst & Young Global Limited
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CENTRO ESCOLAR UNIVERSITY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

March 31

2017 2016

ASSETS

Current Assets
Cash and cash equivalents (Note 5) P=435,796,757 P=366,434,352
Tuition and other receivables (Note 6) 87,039,659 62,377,048
Inventories (Note 7) 8,070,681 9,984,637
Other current assets (Note 8) 10,621,088 11,301,497

Total Current Assets 541,528,185 450,097,534

Noncurrent Assets
Property and equipment (Note 9)

At revalued amount 1,863,505,003 1,863,505,003
At cost 1,337,278,704 1,314,718,280

Goodwill (Note 4) 47,605,695 47,605,695
Other noncurrent assets (Note 10) 30,343,434 36,700,365

Total Noncurrent Assets 3,278,732,836 3,262,529,343

P=3,820,261,021 P=3,712,626,877

LIABILITIES AND EQUITY

Current Liabilities
Accounts payable and accrued expenses (Note 11) P=280,606,407 P=332,915,525
Dividends payable (Note 13) 108,225,615 110,877,745
Installment payable (Note 12) – 39,061,511
Income tax payable (Note 18) 9,953,732 –

Total Current Liabilities 398,785,754 482,854,781

Noncurrent Liabilities
Deferred tax liabilities - net (Note 18) 242,128,875 249,612,373
Retirement liability (Note 17) 170,302,530 129,998,681

Total Noncurrent Liabilities 412,431,405 379,611,054

Total Liabilities 811,217,159 862,465,835

Equity

Equity Attributable to Equity Holders of the University
Capital stock (Note 13) 372,414,400 372,414,400
Additional paid-in capital 664,056 664,056
Retained earnings (Note 13)

Appropriated 786,000,000 786,000,000
Unappropriated 554,210,386 366,587,058

Revaluation increment on land - net (Notes 9 and 22) 1,350,002,971 1,350,002,971
Remeasurement loss on retirement obligation (Note 17) (56,949,473) (26,889,389)
Revaluation reserve on available-for-sale investments (Note 10) 112,970 137,018

3,006,455,310 2,848,916,114
Equity Attributable to Non-controlling Interests in

 Consolidated Subsidiaries 2,588,552 1,244,928

Total Equity 3,009,043,862 2,850,161,042

P=3,820,261,021 P=3,712,626,877

See accompanying Notes to Consolidated Financial Statements.
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CENTRO ESCOLAR UNIVERSITY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Years Ended March 31

2017 2016 2015

REVENUES
Tuition and other school fees (Note 14) P=1,535,004,059 P=1,691,890,018 P=1,661,937,386

Miscellaneous income (Note 15) 45,349,627 41,766,288 35,719,420

1,580,353,686 1,733,656,306 1,697,656,806

COSTS AND EXPENSES
Costs of services (Note 16) 1,120,358,938 1,227,687,910 1,128,004,931
General and administrative expenses (Note 16) 171,389,359 146,716,632 171,496,362

1,291,748,297 1,374,404,542 1,299,501,293

INCOME BEFORE OTHER INCOME (EXPENSES)

AND INCOME TAX 288,605,389 359,251,764 398,155,513

OTHER INCOME (EXPENSES)
Interest income (Note 5) 3,721,167 6,933,117 5,657,474
Interest expense (Note 12) (938,489) (4,385,740) (7,527,405)
Foreign currency exchange gains - net 535,941 390,562 2,182
Loss on retirement/disposal of assets (Note 9) (295,689) (447,082) (2,906,885)

3,022,930 2,490,857 (4,774,634)

INCOME BEFORE INCOME TAX 291,628,319 361,742,621 393,380,879

PROVISION FOR INCOME TAX (Note 18) 28,178,487 16,570,857 47,700,778

NET INCOME P=263,449,832 P=345,171,764 P=345,680,101

Attributable to:
Equity holders of the University P=262,106,208 P=345,068,851 P=345,792,120
Non-controlling interests 1,343,624 102,913 (112,019)

P=263,449,832 P=345,171,764 P=345,680,101

Basic/Diluted Earnings Per Share (Note 23) P=0.71 P=0.93 P=0.93

See accompanying Notes to Consolidated Financial Statements.
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CENTRO ESCOLAR UNIVERSITY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years Ended March 31

2017 2016 2015

NET INCOME P=263,449,832 P=345,171,764 P=345,680,101

OTHER COMPREHENSIVE INCOME (LOSS)

Item to be reclassified to profit or loss
Change in revaluation reserve on available-for-sale

investments (Note 10) (24,048) (63,072) 9,072

Items not to be reclassified to profit or loss
Revaluation increment on land (Notes 9 and 22) – 38,402,165 –
Income tax effect (Note 18) – (3,840,216) –

– 34,561,949 –

Remeasurement gain (loss) on retirement
obligation (Note 17) (33,400,093) 75,752,916 5,814,562

Income tax effect (Note 18) 3,340,009 (7,575,292) (581,456)

(30,060,084) 68,177,624 5,233,106

(30,060,084) 102,739,573 5,233,106

TOTAL OTHER COMPREHENSIVE
INCOME (LOSS) (30,084,132) 102,676,501 5,242,178

TOTAL COMPREHENSIVE INCOME P=233,365,700 P=447,848,265 P=350,922,279

Attributable to:
Equity holders of the University P=232,022,076 P=447,745,352 P=351,034,298
Non-controlling interests 1,343,624 102,913 (112,019)

P=233,365,700 P=447,848,265 P=350,922,279

See accompanying Notes to Consolidated Financial Statements.
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CENTRO ESCOLAR UNIVERSITY AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended March 31

2017 2016 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax P=291,628,319 P=361,742,621 P=393,380,879
Adjustments for:

Depreciation and amortization (Notes 9 and 16) 88,882,264 83,110,144 84,251,580
Provision for credit losses (Notes 6 and 16) 8,049,897 2,556,621 15,266,730
Movement in retirement liability (Note 17) 6,903,755 6,136,689 7,250,115
Interest income (Note 5) (3,721,167) (6,933,117) (5,657,474)
Interest expense (Note 12) 938,489 4,385,740 7,527,405
Unrealized foreign exchange gains - net (535,941) (390,562) (2,182)
Loss on retirement/disposal of assets (Note 9) 295,689 447,082 2,906,885

Operating income before changes in operating assets and
liabilities 392,441,305 451,055,218 504,923,938

Changes in operating assets and liabilities:
Decrease (increase) in:

Tuition and other receivables (32,732,572) (26,129,359) (32,930,153)
Inventories 1,913,956 (2,282,881) 1,535,507
Other current assets 680,409 (810,519) (1,039,756)

Increase (decrease) in accounts payable and accrued
expenses (52,309,117) 67,144,102 28,927,792

Net cash generated from operations 309,993,981 488,976,561 501,417,328
Income taxes paid (22,368,244) (40,015,331) (34,114,177)
Interest received 3,741,231 6,957,590 5,589,887

Net cash provided by operating activities 291,366,968 455,918,820 472,893,038

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment (Note 9) (111,738,377) (51,940,134) (102,468,185)
Increase (decrease) in other noncurrent assets 6,332,883 (21,520,897) 15,976,127
Acquisition of a subsidiary (Note 4) – (281,140,000) –
Proceeds from sale of property and equipment (Note 9) – 473,943 –

Net cash used in investing activities (105,405,494) (354,127,088) (86,492,058)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments of cash dividends (Note 13) (77,135,010) (212,190,991) (183,239,553)
Payments of installment payable (Note 12) (40,000,000) (40,000,000) (40,000,000)

Cash used in financing activities (117,135,010) (252,190,991) (223,239,553)

EFFECT OF FOREIGN CURRENCY RATE

CHANGES ON CASH AND CASH

EQUIVALENTS 535,941 390,562 2,182

NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS 69,362,405 (150,008,697) 163,163,609

CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 366,434,352 516,443,049 353,279,440

CASH AND CASH EQUIVALENTS
AT END OF YEAR (Note 5) P=435,796,757 P=366,434,352 P=516,443,049

See accompanying Notes to Consolidated Financial Statements.
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CENTRO ESCOLAR UNIVERSITY AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

The consolidated financial statements include the financial statements of Centro Escolar
University (the “University”) and the following subsidiaries (collectively referred to as
the “Group”):

Percentage of Ownership

Subsidiary 2017 2016 2015

Centro Escolar University Hospital, Inc.
(the “Hospital”) 100.00% 100.00% 100.00%

Centro Escolar Integrated School, Inc. (CE-IS) 90.00% 90.00% 90.00%
Centro Escolar Las Piñas, Inc. (CELP) (formerly

Las Piñas College) 90.00% 90.00% �

The University, a publicly listed entity, was organized in the Philippines on June 3, 1907 to
establish, maintain, and operate an educational institution or institutions for the instruction and
training of the youth in all branches of the arts and sciences, offering classes in tertiary level.  The
University renewed its corporate life for another fifty years on March 31, 1994.

In accordance with the Commission on Higher Education (CHED) Memorandum Order No. 32,
the University’s Mendiola and Makati campuses were granted autonomous status to be in force
and in effect for five years from November 15, 2007 to November 14, 2012 per Resolution
Nos. 087-2012 and 148-2012.  Private Higher Education Institutions (HEIs) granted autonomous
status in 2007 to 2009 and deregulated status in 2009 and 2010 shall retain their respective status
until December 31, 2015 by virtue of CHED Memorandum Order No. 21, series of 2015.  On
May 16, 2016, the CHED extended the autonomous status of these two campuses until
May 31, 2019.  Under this autonomous status, the University is free from monitoring and
evaluation of activities of the CHED and has the privilege to determine and prescribe curricular
programs, among other benefits as listed in the memorandum order.  The three general criteria
used by the CHED for the selection and identification of institutions which shall receive
autonomous status are as follows:
a. Institutions established as centers of excellence or centers of development and/or with

Federation of Accrediting Agencies of the Philippines Level III Accredited programs;
b. With outstanding overall performance of graduates in the government licensure examinations;

and
c. With long tradition of integrity and untarnished reputation.

The University’s Malolos campus was granted autonomous status for a period of five years
effective from November 15, 2009 to November 14, 2014 per Resolution Nos. 087-2012 and
148-2012.  Such autonomous status was extended until December 31, 2015 by virtue of CHED
Memorandum Order No. 21, series of 2015.  On May 16, 2016, the CHED extended the
autonomous status of the University’s Malolos campus until May 31, 2019.

The registered principal office of the University is at 9 Mendiola Street, San Miguel, Manila.

The University incorporated the Hospital on June 10, 2008.  The primary purpose of the Hospital
is to establish, maintain and operate a hospital, medical and clinical laboratories and such other
facilities that shall provide healthcare or any method of treatment for illnesses or abnormal
physical or mental health in accordance with advancements in modern medicine and to provide
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education and training facilities in the furtherance of the health-related professions.  The registered
principal office of the Hospital is at 103 Esteban corner Legaspi Streets, Legaspi Village, Makati
City.  In January 2016, the Hospital entered into an agreement with Hemotek Renal Center
(Hemotek), a dialysis clinic, for the former to provide laboratory examinations to Hemotek
patients.  As at March 31, 2017, the Hospital is operating four Renal Centers, two of which are
operated by the Hospital starting the second quarter of the current fiscal year.

CE-IS was incorporated on July 24, 2013 and is a learning institution which offers pre-school,
primary and secondary education.  The principal place of business of CE-IS is located at
Km 44 MacArthur Highway, Longos, Malolos City.

CELP was incorporated on June 1, 1975 and is primarily engaged as an educational institution
offering a full range of programs from Kindergarten to Graduate school.  On November 29, 2016,
the Securities and Exchange Commission (SEC) certified and approved the filing of the amended
Articles of Incorporation.  One of the significant amendments to the Articles of Incorporation was
the change in the corporate name to Centro Escolar Las Piñas, Inc. as approved by its Board of
Directors (BOD) and stockholders on April 29, 2016.  The principal place of business of CELP is
located at Dr. Faustino Uy Avenue, Pillar Village, Las Piñas City.

The consolidated financial statements were approved and authorized for issuance by the
University’s BOD on June 23, 2017.

2. Summary of Significant Accounting and Financial Reporting Policies

Basis of Preparation
The consolidated financial statements have been prepared on a historical cost basis, except for
land classified under ‘Property and equipment’ that is measured at revalued amount, and
available-for-sale (AFS) investments included under ‘Other noncurrent assets’ that are measured
at fair value.

The consolidated financial statements are presented in Philippine Peso (P= or Peso), which is also
the Group’s functional currency.  All values are rounded to the nearest Peso, unless otherwise
stated.

Statement of Compliance
The consolidated financial statements have been prepared in compliance with Philippine Financial
Reporting Standards (PFRS).

Presentation of Consolidated Financial Statements
The Group presents its assets and liabilities in the consolidated statement of financial position
based on current/noncurrent classification.

An asset is current when it is:

· Expected to be realized or intended to be sold or consumed in the normal operating cycle;

· Held primarily for trading;

· Expected to be realized within 12 months after the statement of financial position date; or

· Cash or cash equivalent, unless restricted from being exchanged or used to settle a liability for
at least 12 months after the statement of financial position date.

All other assets are classified as noncurrent.
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A liability is current when:

· It is expected to be settled in the normal operating cycle;

· It is held primarily for trading;

· It is due to be settled within 12 months after the statement of financial position date; or

· There is no unconditional right to defer the settlement of the liability for at least 12 months
after the statement of financial position date.

All other liabilities are classified as noncurrent.

Deferred tax assets and liabilities are classified as noncurrent.

Basis of Consolidation
The consolidated financial statements comprise the financial statements of the University and its
subsidiaries.  Control is achieved when the University is exposed, or has rights to variable returns
from its involvement with the investee and has the ability to affect those returns through its power
over the investee.  Specifically, the University controls an investee if, and only if, the University
has:

· Power over the investee (that is, existing rights that give it the current ability to direct the
relevant activities of the investee);

· Exposure, or rights, to variable returns from its involvement with the investee; and

· The ability to use its power over the investee to affect its returns.

Generally, there is a presumption that a majority of voting rights result in control.  To support this
presumption and when the University has less than a majority of the voting or similar rights of an
investee, the University considers all relevant facts and circumstances in assessing whether it has
power over an investee, including:

· The contractual arrangement with the other vote holders of the investee

· Rights arising from other contractual arrangements

· The University’s voting rights and potential voting rights

The University reassesses whether or not it controls an investee if facts and circumstances indicate
that there are changes to one or more of the three elements of control.  Consolidation of a
subsidiary begins when the University obtains control over the subsidiary and ceases when the
University loses control of the subsidiary.  Assets, liabilities, income and expenses of a subsidiary
acquired or disposed of during the year are included in the consolidated statement of
comprehensive income from the date the University gains control until the date the University
ceases to control the subsidiary.

When necessary, adjustments are made to the financial statements of subsidiaries to align their
accounting policies with the University’s accounting policies.  All intra-group assets, liabilities,
equity, income, expenses and cash flows relating to transactions between entities in the Group are
eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction.  In such circumstances, the carrying amount of the controlling and non-
controlling interests are adjusted by the Group to reflect the changes in its relative interests in the
subsidiary.  Any difference between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received is recognized directly in equity
and attributed to the owners of the University.
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When a change in ownership interest in a subsidiary occurs, which results in loss of control over
the subsidiary, the University:

· Derecognizes the assets (including goodwill) and liabilities of the subsidiary;

· Derecognizes the carrying amount of any non-controlling interests;

· Derecognizes the cumulative translation differences recorded in equity;

· Derecognizes the related other comprehensive income (OCI) and recycle the same to the
consolidated statement of income or retained earnings;

· Recognizes the fair value of the consideration received;

· Recognizes the fair value of any investment retained; and

· Recognizes any surplus or deficit in the consolidated statement of income.

Non-controlling Interests
Non-controlling interests represent the portion of profit or loss and the net assets not held by the
University and are presented separately in the consolidated statement of income, consolidated
statement of comprehensive income and within equity in the consolidated statement of financial
position, separately from equity attributable to the equity holders of the University.  Any losses
applicable to the non-controlling interests are allocated against the interests of the non-controlling
interests even if this results in the non-controlling interests having a deficit balance.

Changes in Accounting Policies and Disclosures
The accounting policies adopted are consistent with those of the previous financial year, except for
the adoption of the following amendments to existing standards, which became effective
beginning April 1, 2016.  Unless otherwise indicated, the adoption of these amendments did not
have any impact on the Group.

· Amendments to PFRS 10, PFRS 12 and Philippine Accounting Standard (PAS) 28, Investment

Entities: Applying the Consolidation Exception

· Amendments to PFRS 11, Accounting for Acquisitions of Interests in Joint Operations

· PFRS 14, Regulatory Deferral Accounts

· Amendments to PAS 1, Disclosure Initiative

· Amendments to PAS 16 and PAS 38, Clarification of Acceptable Methods of Depreciation

and Amortization

· Amendments to PAS 16 and PAS 41, Agriculture: Bearer Plants

· Amendments to PAS 27, Equity Method in Separate Financial Statements

· Annual Improvements to PFRSs 2012 - 2014 Cycle
§ Amendment to PFRS 5, Changes in Methods of Disposal

§ Amendment to PFRS 7, Servicing Contracts

§ Amendment to PFRS 7, Applicability of the Amendments to PFRS 7 to Condensed Interim

Financial Statements
§ Amendment to PAS 19, Discount Rate: Regional Market Issue

§ Amendment to PAS 34, Disclosure of Information ‘Elsewhere in the Interim Financial

Report’

Foreign Currency Translation
Transactions denominated in foreign currencies are recorded in Peso based on the exchange rates
prevailing at the transaction dates.  Foreign currency-denominated monetary assets and liabilities
are translated in Peso based on the Philippine Dealing System closing rate prevailing at the
statement of financial position date.  Foreign exchange differentials between rate at transaction
date and rate at settlement date or statement of financial position date of foreign currency-
denominated monetary assets or liabilities are credited to or charged against the consolidated
statement of income in the period in which the rates changed.  Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated using the exchange rates at
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the dates of the initial transactions.  Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was determined.

Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.  The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

· In the principal market for the asset or liability; or

· In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Group.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
economic best interest.

A fair value measurement of a nonfinancial asset takes into account a market participant’s ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:

· Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

· Level 2 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is directly or indirectly observable.

· Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognized in the consolidated financial statements on a recurring
basis, the Group determines whether transfers have occurred between Levels in the hierarchy by
reassessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of statement of financial position date.

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities
on the basis of the nature, characteristics and risks and the level within the fair value hierarchy as
explained above (see Note 24).

Cash and Cash Equivalents
Cash includes cash on hand and in banks.  Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of
three months or less from dates of placements and are subject to insignificant risks of changes in
value.  Cash and cash equivalents are carried at amortized cost in the consolidated statement of
financial position.
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Financial Instruments - Initial Recognition and Subsequent Measurement
Date of recognition

The Group recognizes financial instruments when, and only when, it becomes a party to the
contractual terms of the instrument.  Purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the marketplace are
recognized on the settlement date.  Settlement date accounting refers to:
a. The recognition of an asset on the day it is received by the Group; and
b. The derecognition of an asset and recognition of any gain or loss on disposal on the day that

such asset is delivered by the Group.

Initial recognition

All financial instruments are initially measured at fair value.  Transaction costs are included in the
initial measurement of all financial assets and liabilities, except for financial instruments which
are classified at fair value through profit or loss (FVPL).  The Group classifies its financial assets
in the following categories: financial assets at FVPL, held-to-maturity (HTM) investments, AFS
investments, and loans and receivables.  Financial liabilities are classified as financial liabilities at
FVPL and other financial liabilities carried at amortized cost.  The classification depends on the
purpose for which the financial instruments are acquired and whether they are quoted in an active
market, and for HTM financial assets, the ability and intention to hold the investment until
maturity.  Management determines the classification of its financial instruments at initial
recognition and, where allowed and appropriate, re-evaluates such designation at every statement
of financial position date.

As at March 31, 2017 and 2016, the Group has no financial asset or liability at FVPL and
HTM investments.

‘Day 1’ difference

Where the transaction price in a non-active market is different with the fair value from other
observable current market transactions in the same instrument or based on a valuation technique
whose variables include only data from an observable market, the Group recognizes the difference
between the transaction price and fair value (‘Day 1’ difference) in the consolidated statement of
income.  In cases where the transaction price used is made of data which is not observable, the
difference between the transaction price and model value is only recognized in the consolidated
statement of income when the inputs become observable or when the instrument is derecognized.
For each transaction, the Group determines the appropriate method of recognizing the ‘Day 1’
difference amount.

Loans and receivables

These are non-derivative financial assets with fixed or determinable payments and fixed maturities
that are not quoted in an active market other than those:

· That the Group intends to sell immediately or in the near term and those that the Group, upon
initial recognition, designates as at FVPL;

· That the Group, upon initial recognition, designates as AFS; and

· For which the Group may not cover substantially all of its investments, other than because of
credit deterioration.

After initial measurement, loans and receivables are subsequently measured at amortized cost
using the effective interest method, less allowance for doubtful accounts.  Amortization is
determined using the effective interest method and is included under ‘Interest income’ in the
consolidated statement of income.  Losses arising from impairment are recognized in ‘Provision
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for credit losses’ under ‘General and administrative expenses’ in the consolidated statement of
income.

This accounting policy relates to the financial position caption ‘Tuition and other receivables.’

AFS investments
AFS investments are those which are designated as such or do not qualify to be classified as
financial assets at FVPL, HTM investments or loans and receivables.  These are purchased and
held indefinitely, and may be sold in response to liquidity requirement or changes in market
conditions.

After initial measurement, AFS investments are subsequently measured at fair value.  The
unrealized gains and losses arising from the fair valuation of AFS investments are recognized, net
of tax, in the consolidated statement of comprehensive income as ‘Change in revaluation reserve
on available-for-sale investments.’

When the fair value of AFS investments cannot be measured reliably because of lack of reliable
estimates of future cash flows and discount rates necessary to calculate the fair value of unquoted
AFS investments, these investments are carried at cost, less any allowance for impairment losses.
When the security is disposed of, the cumulative gain or loss previously recognized in equity is
recognized in ‘Others’ under ‘Miscellaneous income’ in the consolidated statement of income.
Where the Group holds more than one investment in the same security, these are deemed to be
disposed of on a weighted average basis.

Dividends earned on holding AFS investments are recognized in ‘Others’ under ‘Miscellaneous
income’ in the consolidated statement of income when the right of the payment has been
established.  Losses arising from impairment of such investments are recognized as ‘Provision for
credit losses’ under ‘General and administrative expenses’ in the consolidated statement of
income.

The Group’s AFS investments pertain to quoted and unquoted equity investments.

Other financial liabilities carried at amortized cost
These are issued financial instruments or their components, which are not designated as at FVPL
and where the substance of the contractual arrangement results in the Group having an obligation
either to deliver cash or another financial asset to the holder, or to satisfy the obligation other than
by the exchange of a fixed amount of cash or another financial asset for a fixed number of its own
equity shares.  The components of issued financial instruments that contain both liability and
equity elements are accounted for separately, with the equity component being assigned the
residual amount after deducting from the instrument as a whole the amount separately determined
as the fair value of the liability component on the date of issue.

After initial measurement, financial liabilities not qualified and not designated as at FVPL are
subsequently measured at amortized cost using the effective interest method.  Amortized cost is
calculated by taking into account any discount or premium on the issuance and fees that are an
integral part of the effective interest rate (EIR).

This accounting policy relates to the financial position captions ‘Accounts payable and accrued
expenses’, ‘Dividends payable’ and ‘Installment payable’.
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Impairment of Financial Assets
The Group assesses, at each statement of financial position date, whether there is objective
evidence that a financial asset or group of financial assets is impaired.  A financial asset or a group
of financial assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition of the
asset (an incurred ‘loss event’) and that loss event (or events) has an impact on the estimated
future cash flows of the financial asset or the group of financial assets that can be reliably
estimated.  Evidence of impairment may include indications that the borrower or the group of
borrowers is experiencing significant financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter bankruptcy or other financial
reorganization and where observable data indicate that there is measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate with
defaults.

Loans and receivables

The Group first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and collectively for financial assets that are not
individually significant.  If it is determined that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, the asset is included in a group of
financial assets with similar credit risk characteristics and that group of financial assets is
collectively assessed for impairment.  Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognized are not included in a collective
assessment of impairment.

If there is objective evidence that an impairment loss on loans and receivables has been incurred,
the amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have not been
incurred).  The carrying amount of the asset is reduced through the use of an allowance account
and the loss is recognized in the consolidated statement of income.

Loans and receivables, together with the associated allowance, are written off when there is no
realistic prospect of future recovery.  If, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment
was recognized, the previously recognized impairment loss is reversed.  Any subsequent reversal
of an impairment loss is recognized in the consolidated statement of income, to the extent that the
carrying value of the asset does not exceed its amortized cost at the reversal date.  If a write-off is
later recovered, the recovery is credited to ‘Others’ under ‘Miscellaneous income’ in the
consolidated statement of income.

This policy applies to the Group’s tuition and other receivables.  The Group impairs its receivables
through the use of an allowance account.

AFS investments
In the case of equity investments classified as ‘AFS investments,’ objective evidence of
impairment would include a significant or prolonged decline in the fair value of the investments
below its cost.  Where there is evidence of impairment, the cumulative loss - measured as the
difference between the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognized in the consolidated statement of income - is removed from
equity and recognized in the consolidated statement of income.  Impairment losses on equity
investments are not reversed through the consolidated statement of income.  Increases in fair value
after impairment are recognized directly in the consolidated statement of comprehensive income.
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Derecognition of Financial Instruments
Financial assets

A financial asset (or, when applicable, a part of a financial asset or part of a group of financial
assets) is derecognized (that is, removed from the Group’s consolidated statement of financial
position) when:

· The rights to receive cash flows from the asset have expired;

· The Group retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-through”
arrangement; or

· The Group has transferred its rights to receive cash flows from the asset; and either:
a. The Group has transferred substantially all the risks and rewards of the asset; or
b. The Group has neither transferred nor retained substantially all the risks and rewards of

the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if and to what extent it has retained the risks and rewards of
ownership.  When it has neither transferred nor retained substantially all of the risks and rewards
of the asset, nor transferred control of the asset, the Group continues to recognize the transferred
asset to the extent of the Group’s continuing involvement.  In that case, the Group also recognizes
an associated liability.  The transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the Group has retained.  Continuing involvement that
takes the form of a guarantee over the transferred asset is measured at the lower of the original
carrying amount of the asset and the maximum amount of consideration that the Group could be
required to repay.

Financial liabilities
A financial liability is derecognized when the obligation under the liability is discharged,
cancelled or has expired.  When an existing financial liability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original liability
and the recognition of a new liability, and the difference in the respective carrying amounts is
recognized in the consolidated statement of income.

Offsetting of Financial Instruments
Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated statement of financial position if, and only if, there is a legally enforceable right to
offset the recognized amounts and there is an intention to settle on a net basis or to realize the
assets and settle the liability simultaneously.  The Group assesses that it has a currently
enforceable right of offset if the right is not contingent on a future event, and is legally enforceable
in the normal course of business, event of default, and event of insolvency or bankruptcy of the
Group and all of the counterparties.

Inventories
Inventories are valued at the lower of cost and net realizable value (NRV).  NRV is the estimated
selling price in the ordinary course of business, less marketing and distribution costs.  The cost
includes the invoice amount, freight in and other incidental costs and is determined using the first-
in, first-out method.
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Property and Equipment
Property and equipment, except for land, is carried at cost, less accumulated depreciation and
amortization and accumulated allowance for impairment losses.  The initial cost of property and
equipment comprises its purchase price, including import duties, taxes and any directly
attributable costs of bringing the assets to their working condition and location for their intended
use.

Land is carried at revalued amount.  Valuations are performed with sufficient regularity to ensure
that the fair value of a revalued asset does not differ materially from its carrying amount.

Any revaluation surplus, net of tax effect, is presented in OCI, except to the extent that it reverses
a revaluation decrease of the same asset previously recognized in the consolidated statement of
income, in which case, the increase is recognized in the consolidated statement of income.  A
revaluation decrease is recognized in the consolidated statement of income, except to the extent
that it offsets an existing surplus on the same asset presented in OCI.

Construction in progress, included in property and equipment, is stated at cost.  Construction in
progress is not depreciated until such time that the relevant assets are completed and become
available for intended use.

Expenditures incurred after the property and equipment have been put into operations, such as
repairs and maintenance and overhaul costs, are normally charged against the consolidated
statement of income in the period in which the costs are incurred.  In situations where it can be
clearly demonstrated that the expenditures have resulted in an increase in the future economic
benefits expected to be obtained from the use of an item of property and equipment beyond its
originally assessed standard of performance, the expenditures are capitalized as an additional cost
of property and equipment.

Depreciation of property and equipment is computed using the straight-line method over ten years,
except for buildings and furniture and equipment, which are depreciated over 50 years and
five years, respectively.  Leasehold improvements are amortized over ten years or the lease term,
whichever is shorter.

The useful life and depreciation and amortization method are reviewed at least at each statement
of financial position date and adjusted prospectively, if appropriate.

Fully depreciated property and equipment are retained in the accounts until these are no longer
used and no further depreciation and amortization is charged to the consolidated statement of
income.

An item of property and equipment is derecognized upon disposal or when no future economic
benefits are expected from its use or disposal.  Any gain or loss arising from the derecognition of
the asset by sale (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) and by write off, is recognized under ‘Miscellaneous income’ and ‘Loss on
retirement/disposal of assets,’ respectively, in the consolidated statement of income in the year the
asset is derecognized.

Business Combinations and Goodwill
Business combinations are accounted for using the acquisition method.  The cost of an acquisition
is measured as the aggregate of the consideration transferred, measured at acquisition date fair
value and the amount of any non-controlling interest in the acquiree.  For each business
combination, the acquirer elects whether to measure the non-controlling interest in the acquiree at
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fair value or at the proportionate share in the recognized amounts of the acquiree’s identifiable net
assets.  Acquisition-related costs incurred are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and financial liabilities
assumed for appropriate classification and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the acquisition date.  This includes the
separation of embedded derivatives in host contracts by the acquiree.

If the business combination is achieved in stages, any previously held equity interest is remeasured
at its acquisition date fair value and any resulting gain or loss is recognized in the consolidated
statement of income.

Any contingent consideration to be transferred by the acquirer will be recognized at fair value at
the acquisition date.  Subsequent changes to the fair value of the contingent consideration which is
deemed to be an asset or liability will be recognized in accordance with PAS 39 in the
consolidated statement of income.  If the contingent consideration is classified as equity, it should
not be remeasured until it is finally settled within equity.

When the seller agrees to contractually indemnify the acquirer for the outcome of a contingency or
uncertainty related to a specific asset or liability, the acquirer recognizes an indemnification asset
with an equivalent amount deducted from the consideration transferred for the business
combination.  Indemnification asset recognized at the acquisition date continues to be measured
on the same basis as the related indemnified item subject to collectability and contractual terms
until the asset is collected, sold, cancelled or expire in the post-combination period.  The Group
measures the indemnification asset on the same basis as the related item, subject to any restrictions
in the contractual terms.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred and the amount recognized for non-controlling interests, and any previous interest
held, over the net identifiable assets acquired and liabilities assumed.  If the fair value of the net
assets acquired is in excess of the aggregate consideration transferred, the Group reassesses
whether it has correctly identified all of the assets acquired and all of the liabilities assumed and
reviews the procedures used to measure the amounts to be recognized at the acquisition date.  If
the reassessment still results in an excess of the fair value of net assets acquired over the aggregate
consideration transferred, then the gain is recognized in the consolidated statement of income.

After initial recognition, goodwill is measured at cost, less any accumulated impairment losses.
For purposes of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group’s cash-generating unit (CGU), or group of CGU’s,
that are expected to benefit from the synergies of the combination, irrespective of whether other
assets or liabilities of the Group are assigned to those units or groups of units.

Each unit or group of units to which the goodwill is allocated should:

· Represent the lowest level within the Group at which the goodwill is monitored for internal
management purposes; and

· Not be larger than an operating segment determined in accordance with PFRS 8.

When goodwill has been allocated to a CGU and part of the operation within that unit is disposed
of, the goodwill allocated with disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal.  Goodwill disposed in these
circumstances is measured based on the relative values of the disposed operation.
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Impairment of Nonfinancial Assets
An assessment is made at each statement of financial date whether there is any indication of
impairment of nonfinancial assets, or whether there is any indication that an impairment loss
previously recognized for an asset in prior years may no longer exists or may have decreased.  If
any such indication exists, the asset’s recoverable amount is estimated.  An asset’s recoverable
amount is calculated at the higher of the asset’s or CGU’s value-in-use or its fair value less cost to
sell.  The recoverable amount is determined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of those from other assets or groups of assets, in
which case, the recoverable amount is assessed as part of the CGU to which it belongs.

In assessing value-in-use, the estimated future cash flows are discounted to their present value
using pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset (or CGU).  In determining fair value less cost to sell, recent market
transactions are taken into account.  If no such transactions can be identified, an appropriate
valuation model is used.

An impairment loss is recognized only if the carrying amount of an asset (or CGU) exceeds its
recoverable amount.  An impairment loss is charged against the consolidated statement of income
in the period in which it arises, unless the asset (or CGU) is carried at a revalued amount, in which
case, the impairment loss is charged against the revaluation increment of the said asset (or CGU).

A previously recognized impairment loss is reversed only if there has been a change in the
estimates used to determine the recoverable amount of an asset (or CGU), but not to an amount
higher than the carrying amount that would have been determined (net of any depreciation and
amortization) had no impairment loss been recognized for the asset (or CGU) in prior years.  A
reversal of an impairment loss is credited to current consolidated statement of income, unless the
asset (or CGU) is carried at revalued amount, in which case, the reversal of the impairment loss is
credited to the revaluation increment of the said asset (or CGU).

The following criteria are also applied in assessing impairment of specific assets:

Property and equipment

The carrying values of property and equipment are reviewed for impairment when events or
changes in circumstances indicate the carrying values may not be recoverable.  If any such
indication exists and when the carrying values exceed the estimated recoverable amounts, the
assets or CGUs are written down to their recoverable amounts.

Goodwill

Goodwill is reviewed for impairment annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired.

Impairment is determined for goodwill by assessing the recoverable amount of the CGU (or group
of CGUs) to which the goodwill relates.  When the recoverable amount of the CGU (or group of
CGUs) is less than the carrying amount of the CGU (or group of CGUs) to which goodwill has
been allocated, an impairment loss is recognized immediately in the consolidated statement of
income.  Impairment losses relating to goodwill cannot be reversed for subsequent increases in its
recoverable amount in future periods.

Other Assets
Advances to suppliers and contractors
Advances to suppliers and contractors, included under ‘Other noncurrent assets’, represent
amounts paid to suppliers and contractors for purchases not yet received as at the statement of
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financial position date.  This is subsequently reversed to an asset or expense account when the
goods or services are received.

Prepayments

Prepayments, included under ‘Other current assets’, are initially measured at the amounts paid and
subsequently recognized as expense over the period in which the prepayments apply.

Equity
Capital stock is measured at par value for all shares issued.  When the University issues more than
one class of stock, a separate account is maintained for each class of stock and the number of
shares issued.

When the shares are sold at a premium, the difference between the proceeds and the par value is
credited to ‘Additional paid-in capital.’  When shares are issued for a consideration other than
cash, the proceeds are measured by the fair value of the consideration received.

Retained earnings represent accumulated earnings of the Group less dividends declared.

Revenue Recognition
Revenue is recognized when it is probable that future economic benefits will flow to the Group
and these benefits can be measured reliably.  Revenue is measured at the fair value of
consideration received.  The following specific recognition criteria must also be met before
revenue is recognized:

Tuition and other school fees, excluding income from other school services

Tuition and other school fees, excluding income from other school services, are recognized as
income when earned on a straight-line basis over the corresponding school term.

Interest income

Revenue is recognized as the interest accrues taking into account the effective yield on the asset.

Income from other school services and miscellaneous income

Revenue is recognized when services are rendered or goods are delivered.

Rental income

Rental income arising from leased properties is accounted for on a straight-line basis over the
lease terms and is recorded in the consolidated statement of income under ‘Miscellaneous
income.’

Expense Recognition
Expenses are recognized in the consolidated statement of income when a decrease in future
economic benefits related to a decrease in an asset or an increase in a liability has arisen that can
be measured reliably.

Expenses are recognized in the consolidated statement of income:

· On the basis of systematic and rational allocation procedures when economic benefits are
expected to arise over several accounting periods and the association can only be broadly or
indirectly determined; or

· Immediately when an expenditure produces no future economic benefits or when, and to the
extent that, future economic benefits do not qualify or cease to qualify, for recognition in the
consolidated statement of financial position as an asset.
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Borrowing Costs
Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalized as part of the cost of the respective assets.  All other borrowing costs are expensed in
the period they occur.  Borrowing costs consist of interest and other costs that an entity incurs in
connection with the borrowing of funds.

Retirement Benefits
The Group operates a defined benefit retirement plan which requires contribution to be made to a
separately administered fund.

The cost of providing benefits under the defined benefit retirement plan is actuarially determined
using the projected unit credit method.

Retirement expense comprises the following:

· Service cost; and

· Net interest on the retirement liability.

Service costs which include current service costs, past service costs and gains or losses on
non-routine settlements are recognized as expense in the consolidated statement of income.  Past
service costs are recognized when plan amendment or curtailment occurs.  These amounts are
calculated periodically by the independent qualified actuary.

Net interest on the retirement liability is the change during the period in the retirement liability
that arises from the passage of time which is determined by applying the discount rate based on
government bonds to the retirement liability.  Net interest on the retirement liability is recognized
as an expense or income in the consolidated statement of income.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on the retirement liability) are recognized
immediately in OCI in the period in which they arise.  Remeasurements are not reclassified to the
consolidated statement of income in subsequent periods.

The retirement liability is the aggregate of the present value of defined benefit obligation at the
statement of financial position date reduced by the fair value of plan assets, adjusted for any effect
of limiting a net retirement asset to the asset ceiling.  The asset ceiling is the present value of any
economic benefits available in the form of refunds from the plan or reductions in future
contributions to the plan.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies.  Plan assets are not available to the creditors of the Group, nor can they be paid directly
to the Group.  The fair value of plan assets is based on market price information.  When no market
price is available, the fair value of plan assets is estimated by discounting expected future cash
flows using a discount rate that reflects both the risk associated with the plan assets and the
maturity or expected disposal date of those assets (or, if they have no maturity, the expected
period until the settlement of the related obligations).

Income Taxes
Income tax on income or loss for the year comprises current and deferred tax.  Income tax is
determined in accordance with Philippine tax laws.  Income tax is recognized in the consolidated
statement of income, except to the extent that it relates to items recognized directly in equity, in
which case, the tax effect is recognized in the consolidated statement of comprehensive income.
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Current tax

Current tax assets and current tax liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the tax authority.  The tax rates and tax laws used
to compute the amount are those that are enacted or substantively enacted as at the statement of
financial position date.

Deferred tax

Deferred tax is provided or recognized, using the liability method, for all temporary differences
between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes at the statement of financial position date.

Deferred tax assets are recognized for all deductible temporary differences and unused net
operating loss carryover (NOLCO).  Deferred tax assets are recognized to the extent that it is
probable that taxable profit will be available against which the deductible temporary differences
and NOLCO can be utilized, except:
a. When the deferred tax asset relating to the deductible temporary difference arises from the

initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit or
loss; or

b. In respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are recognized only to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilized.

The carrying amount of deferred tax provided is based on the expected manner of realization or
settlement of the carrying amount of the assets and liabilities, using tax rates enacted or
substantively enacted at the statement of financial position date.

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

Deferred tax liabilities are recognized for all taxable temporary differences, except:
a. When the deferred tax liability arises from the initial recognition of goodwill or an asset or

liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss; or

b. In respect of taxable temporary differences associated with investments in subsidiaries, when
the timing of the reversal of the temporary differences can be controlled and it is probable that
the temporary differences will not reverse in the foreseeable future.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to
offset current tax assets against current tax liabilities and the deferred taxes relate to the same
taxable entity and the same tax authority.

Leases
The determination of whether an arrangement is, or contains a lease, is based on the substance of
the arrangement and requires an assessment of whether the fulfillment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset.
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A reassessment is made after inception of the lease only if one of the following applies:
a. There is a change in contractual terms, other than a renewal or extension of the arrangement;
b. A renewal option is exercised or extension granted, unless the term of the renewal or

extension was initially included in the lease term;
c. There is a change in the determination of whether fulfillment is dependent on a specified

asset; or
d. There is a substantial change to the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances gave rise to the reassessment for scenarios a, c or d, and at the date of
renewal or extension period for scenario b.

Group as lessor
Leases where the Group does not transfer all the risks and benefits of ownership of the assets are
classified as operating leases.  Initial direct costs incurred in negotiating operating leases are added
to the carrying amount of the leased asset and are recognized over the lease term on the same basis
as the rental income.  Operating lease payments are recognized in the consolidated statement of
income.  Any rental payments are accounted for on a straight-line basis over the lease term and
included under ‘Miscellaneous income’ in the consolidated statement of income.  Contingent
rentals are recognized as revenue in the period in which they are earned.

Group as lessee

Leases where the lessor retains substantially all the risks and benefits of ownership of the assets
are classified as operating leases.  Operating lease payments are recognized as ‘Rental’ under
‘Cost of services’ in the consolidated statement of income on a straight-line basis over the lease
term.  Contingent rental payable is recognized as expense in the period in which it is incurred.

Segment Reporting
The Group’s operating businesses are organized and managed separately according to the
geographic locations, designated as the Group’s branches, with each segment representing a
strategic business unit that offers varying courses depending on demands of the market.  Financial
information on business segments is presented in Note 20.

Basic and Diluted Earnings Per Share (EPS)
Basic EPS amounts are calculated by dividing net income by the weighted average number of
ordinary shares outstanding during the year.

Diluted EPS is calculated by dividing net income attributable to common shareholders by the
weighted average number of common shares outstanding during the year adjusted for the effects
of any dilutive potential common shares.

Provisions
A provision is recognized only when the Group has a present obligation (legal or constructive) as
a result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and, a reliable estimate can be made of the amount of the
obligation.  If the effect of the time value of money is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability.
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Contingencies
Contingent assets are not recognized in the consolidated financial statements but are disclosed in
the notes to consolidated financial statements when an inflow of economic benefits is probable.
Contingent liabilities are not recognized in the consolidated financial statements but these are
disclosed in the notes to consolidated financial statements unless the possibility of an outflow of
resources embodying economic benefits is remote.

Events after the Statement of Financial Position Date
Post year-end events up to the date of approval of the BOD of the consolidated financial
statements that provide additional information about the Group’s position at statement of financial
position date (adjusting events) are reflected in the consolidated financial statements, if any.  Post
year-end events that are not adjusting events are disclosed in the notes to consolidated financial
statements when material.

3. Significant Accounting Judgments, Estimates and Assumptions

The preparation of the consolidated financial statements in compliance with PFRS requires
management to make judgments and estimates that affect the amounts reported in the consolidated
financial statements and accompanying notes.  Future events may occur which can cause the
assumptions used in arriving at those estimates to change.  The effects of any changes in estimates
will be reflected in the consolidated financial statements as they become reasonably determinable.

Judgments and estimates are continuously evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Judgments
In the process of applying the Group’s accounting policies, management has made the judgments
below apart from those involving estimations, which has the most significant effect on the
amounts recognized in the consolidated financial statements:

Operating leases

· Group as lessor
The University has entered into commercial property leases on its Mendiola, Malolos, Makati
and Las Piñas campuses.  The University has determined, based on an evaluation of the terms
and conditions of the arrangements (that is, the lease does not transfer ownership of the asset
to the lessee by the end of the lease term, the lessee has no option to purchase the asset at a
price that is expected to be sufficiently lower than the fair value at the date the option is
exercisable, and the lease term is not for the major part of the asset’s economic life), that it
retains all the significant risks and rewards of ownership of these properties.  Thus, the leases
are classified as operating leases.

· Group as lessee
The University has entered into a lease on premises it uses for its Makati-Buendia campus.
The University has determined, based on an evaluation of the terms and conditions of the
arrangement (that is, the lease does not transfer ownership of the asset to the lessee by the end
of the lease term, the lessee has no option to purchase the asset at a price that is expected to be
sufficiently lower than the fair value at the date the option is exercisable, and the lease term is
not for the major part of the asset’s economic life), that not all significant risks and rewards of
ownership of the properties have been transferred to the University.  Thus, the lease is
classified as operating lease.
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Contingencies

The University is currently involved in a tax assessment from the City Treasurer’s Office.  The
estimate of the probable cost for the resolution of claims has been developed based upon an
analysis of potential results.  The University currently does not believe that this tax assessment
will have a material effect on the University’s financial position.  It is possible, however, that
future results of operations could be materially affected by changes in the estimates or in the
effectiveness of the strategies relating to this tax assessment.

Estimates and Assumptions
The key assumptions concerning the future and other key sources of estimation uncertainty at the
statement of financial position date, that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year are discussed below:

Estimation of allowance for doubtful accounts

The University determines the allowance for doubtful accounts on a portfolio basis by applying a
loss rate determined based on a five-year average of historical losses.  The determination of the
loss rate involves management judgment, and the estimated losses could be significantly different
from actual credit losses.

The carrying values of tuition and other receivables and allowance for doubtful accounts are
disclosed in Note 6.

Impairment of goodwill
The Group determines whether goodwill is impaired at least on an annual basis.  The Group’s
value-in-use calculation involves significant management judgment in the use of assumptions,
particularly the tuition fee rates and number of students assumed to project future revenues, the
rate used to discount forecasted cash flows, and the long-term growth rate.

The carrying value of goodwill of the Group is disclosed in Note 4.

Revaluation of land

The fair value of the Group’s land at revalued amount was based on a third party appraisal with
effective date of valuation of March 31, 2016, using sales comparison approach.  Key assumptions
used by the independent appraiser are disclosed in Note 24.

The revalued amount of land included under ‘Property and equipment’ in the consolidated
statement of financial position is disclosed in Note 9.

Retirement obligation

The cost of the defined benefit retirement plan and the present value of defined benefit obligation
are determined using an actuarial valuation.  The actuarial valuation involves making assumptions
about discount rates and future salary increases.  Due to the complexity of the actuarial valuation,
the underlying assumptions and long-term nature of this plan, such estimates are subject to
significant uncertainty.  All significant assumptions are reviewed at each statement of financial
position date.

The assumed discount rates were determined using the market yields on Philippine government
bonds with terms consistent with the expected employee benefit payout as at the statement of
financial position date.  Future salary increases are assumed for all future years within the duration
of the plan and take into account the inflation, seniority, promotion, merit, productivity and other
market factors.
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The present value of defined benefit obligation and details about the significant assumptions used
are disclosed in Note 17.

Recognition of deferred income taxes

Deferred tax assets are recognized for all deductible temporary differences and unused NOLCO to
the extent that it is probable that sufficient future taxable profits will be available against which
the deductible temporary differences and unused NOLCO can be utilized.  Significant
management judgment is required to determine the amount of deferred tax assets that can be
recognized, based upon the likely timing and level of future taxable profits together with future tax
planning strategies.  The estimates of future taxable income indicate that all temporary differences
will be realized in the future.

The recognized net deferred tax liabilities of the Group and unrecognized deferred tax assets of the
Hospital and CE-IS are disclosed in Note 18.

4. Business Combination

On August 24, 2015, the University entered into an agreement with the previous owners of CELP
(the “Sellers”) to purchase their interest in CELP shares, and real and other properties consisting
of parcels of land and buildings and improvements which are owned directly by the Sellers but are
used by CELP.

Accordingly, the University obtained control of CELP through the execution of the following
agreements on September 1, 2015:

Amount

Deed of Absolute Sale for the purchase of parcels of land,
buildings and improvements P=270,200,000

Deeds of Assignment for the purchase of CELP shares
representing 90% equity interest 3,600,000

P=273,800,000

It was also agreed that the University will pay the Sellers the amount of P=7.34 million to liquidate
all liabilities of CELP, including but not limited to, retirement/separation of all CELP employees.

The acquisition provides the University the opportunity to expand its operations in the Southern
part of Metro Manila.
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In 2017, the Group finalized the purchase price allocation.  As shown below, no changes were
made to the provisional values as the impact of additional information subsequently obtained was
not significant to affect the preliminary values.

Final
Fair Values

Provisional
Fair Values

Assets

Cash P=108,234 P=108,234
Receivables 10,000 10,000
Property and equipment 836,314 836,314
Other assets 6,650 6,650

961,198 961,198

Liabilities

Accounts payable and accrued expenses 197,496 197,496
Advances from officers 2,870,473 2,870,473

3,067,969 3,067,969

Net liabilities (P=2,106,771) (P=2,106,771)

In addition to the above identifiable assets and liabilities, the Group recognized the fair value of
real and other properties acquired as a result of the business combination amounting to
P=229.46 million and the related deferred tax asset of P=4.07 million (see Note 18).

The fair values of land and buildings and improvements as at September 1, 2015 have been
determined based on the valuation done by a professionally qualified appraiser accredited by the
SEC.  The fair values of these assets were derived based on sales comparison approach.  Under
this approach, the fair value of the land was determined considering sales and listings of
comparable property in the same area as the land, also taking into account the economic
conditions prevailing at the time the valuation was made.  The actual sales and listings regarded as
comparable are adjusted to account for differences in a property’s location, size and time element.
For buildings and improvements, the significant input considered in the valuation is the
reproduction cost, which is the estimated cost to create a virtual replica of the existing structure,
employing the same design and similar building materials.

The University has elected to measure the non-controlling interest in LPC at their proportionate
share of CELP’s net identifiable assets.

Goodwill from the acquisition is computed as follows:

Consideration transferred P=281,140,000
Fair value of net liabilities assumed 2,106,771
Less:

Fair value of real and other properties acquired (229,460,339)
Deferred tax asset on excess of acquisition cost over fair value of

real and other properties acquired (4,073,966)
Indemnification asset (2,106,771)

Goodwill P=47,605,695
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The goodwill arising from the acquisition can be attributed mainly to expected synergies and
increase in geographical presence and customer base.

The Sellers have contractually agreed to indemnify the University for all known liabilities until
March 31, 2016, and consequently, the University recognized indemnification asset of
P=2.11 million at acquisition date.

Impairment Testing of Goodwill
As at March 31, 2017 and 2016, the carrying amount of goodwill amounted to P=47.61 million, and
management assessed that no impairment losses need to be recognized in 2017 and 2016.

Key assumptions used in the value-in-use calculation

As at March 31, 2017 and 2016, the recoverable amount of the CGU has been determined based
on a value-in-use calculation using cash flow projections from the five-year strategic plan for
CELP.  Tuition fee rates and number of students assumed to project revenues were based on
externally available industry data and the Group’s historical data and performance.  The discount
rate used for the computation of the net present value is the cost of equity and was determined by
reference to comparable entities.  In 2017 and 2016, the pre-tax discount rate applied to cash flow
projections is 12.02% and 10.34%, respectively, while the growth rate to project cash flows
beyond the five-year period is 5.00% for both years.

Sensitivity to changes in assumptions

Management believes that no reasonably possible change in any of the above key assumptions
would cause the carrying value of the goodwill to materially exceed its recoverable amount.

5. Cash and Cash Equivalents

This account consists of:

2017 2016

Cash on hand and in banks P=298,281,716 P=175,879,483
Short-term deposits 137,515,041 190,554,869

P=435,796,757 P=366,434,352

Cash in banks earned interest rates ranging from 0.25% to 2.47% in 2017 and 0.25% to 0.50%
in 2016 and 2015.  Short-term deposits are made for varying periods of up to three months
depending on the immediate cash requirements of the Group and earned interest rates ranging
from 1.25% to 2.50% in 2017, 1.70% to 2.50% in 2016, and 0.70% to 2.10% in 2015.  Interest
income from cash in banks and short-term deposits amounted to P=3.72 million in 2017,
P=6.93 million in 2016 and P=5.66 million in 2015.
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6. Tuition and Other Receivables

This account consists of:

2017 2016

Tuition fee receivables P=117,130,531 P=75,192,447
Accrued interest receivable 120,372 140,436
Others:

Advances to employees 5,959,758 11,229,154
Accrued rent receivable 1,646,460 90,649
Advances to CE-IS’s stockholders 1,250,000 1,250,000
Other receivables 437,589 5,929,516

126,544,710 93,832,202
Less allowance for doubtful accounts 39,505,051 31,455,154

P=87,039,659 P=62,377,048

Tuition fee receivables are noninterest-bearing and are generally on a 120-day term.

Advances to employees comprise of noninterest-bearing advances which are collectible through
salary deduction and are generally on a 6 to 12-month term.

The allowance for doubtful accounts pertains to the Group’s tuition fee receivables, which were
impaired through collective assessment.  The rollforward of allowance for doubtful accounts
follows:

2017 2016

Balance at beginning of year P=31,455,154 P=28,898,533
Provision (Note 16) 8,049,897 2,556,621

Balance at end of year P=39,505,051 P=31,455,154

As at March 31, 2017 and 2016, the aging analysis of tuition and other receivables follows:

2017

Neither Past Past Due but not Impaired Past Due

and

Impaired

Due nor

Impaired 1-30 Days

Over 30

Days

Over 60

Days Total

Tuition fee receivables P=� P=� P=� P=77,625,480 P=39,505,051 P=117,130,531

Accrued interest receivable 120,372 � � � � 120,372

Others:
Advances to employees 5,959,758 � � � � 5,959,758

Accrued rent receivable 1,646,460 � � � � 1,646,460

Advances to CE-IS’s stockholders 1,250,000 � � � � 1,250,000

Other receivables 437,589 � � � � 437,589

P=9,414,179 P=� P=� P=77,625,480 P=39,505,051 P=126,544,710
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2016

Neither Past Past Due but not Impaired Past Due
and

Impaired
Due nor

Impaired 1-30 Days Over 30 Days Over 60 Days Total

Tuition fee receivables P=� P=� P=� P=43,737,293 P=31,455,154 P=75,192,447
Accrued interest receivable 140,436 � � � � 140,436
Others:

Advances to employees 11,229,154 � � � � 11,229,154
Accrued rent receivable 90,649 � � � � 90,649
Advances to CE-IS’s stockholders 1,250,000 � � � � 1,250,000
Other receivables 5,929,516 � � � � 5,929,516

P=18,639,755 P=� P=� P=43,737,293 P=31,455,154 P=93,832,202

7. Inventories

This account consists of:

2017 2016

Uniforms and outfits P=6,128,528 P=7,131,001
Supplies 999,958 1,670,744
Materials 942,195 1,182,892

P=8,070,681 P=9,984,637

The cost of uniforms and outfits charged to ‘Cost of services - Uniforms and outfits’ amounted to
P=12.23 million in 2017, P=11.13 million in 2016 and P=12.52 million in 2015 (see Note 16).

The cost of materials and supplies charged to ‘Cost of services - Material processing’ amounted to
P=10.11 million in 2017, P=2.23 million in 2016 and P=4.52 million in 2015 (see Note 16).

8. Other Current Assets

This account consists of:

2017 2016

Prepaid insurance and licenses P=10,427,835 P=2,132,611
Income tax credits ! 9,088,995
Others 193,253 79,891

P=10,621,088 P=11,301,497
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The carrying amount of the Group’s idle laboratory equipment amounted to P=1.90 million and
P=2.63 million as at March 31, 2017 and 2016, respectively.

Revaluation of Land
As at March 31, 2017 and 2016, land at revalued amounts consists of:

At cost P=363,501,702
Revaluation increment 1,500,003,301

P=1,863,505,003

Based on the University’s policy, the appraisal of its properties is done within three to
five years.  The latest appraisal was done in May 2016 by a professionally qualified appraiser
accredited by the SEC (see Note 24).

The table below shows the reconciliation of the fair value of land as at March 31, 2017 and 2016:

2017 2016

Balance at beginning of year P=1,863,505,003 P=1,650,056,499
Acquisition from business combination (see Note 4) – 175,046,339
Remeasurement recognized in OCI – 38,402,165

Balance at end of year P=1,863,505,003 P=1,863,505,003

Deferred tax liability related to the revaluation surplus amounted to P=150.00 million as at
March 31, 2017 and 2016 (see Note 18).

10. Other Noncurrent Assets

This account consists of:

2017 2016

Advances to suppliers and contractors P=22,994,316 P=35,189,482
Software costs 5,398,000 !

Refundable security deposits 1,426,289 962,006
AFS investments 524,829 548,877

P=30,343,434 P=36,700,365

Advances to suppliers and contractors pertain to advances paid to contractors for the renovation of
Student Affairs and Group Student Council offices and Nursing intensive unit care at Manila
campus.

Software costs represent the costs incurred by the Group for its accounting and school
management software.

Changes in revaluation reserve on AFS investments follow:

2017 2016 2015

Balance at beginning of year P=137,018 P=200,090 P=191,018
Change in revaluation reserve on AFS

investments (24,048) (63,072) 9,072

Balance at end of year P=112,970 P=137,018 P=200,090
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11. Accounts Payable and Accrued Expenses

This account consists of:

2017 2016

Accounts payable P=185,460,291 P=204,157,628
Accrued expenses:

Employee benefits 63,443,899 91,637,678
Rent 10,594,361 13,816,444
Utilities 5,991,414 6,803,543
Others 7,723,854 3,423,214

Deposits 4,922,500 8,998,781
Alumni fees payable 2,470,088 4,078,237

P=280,606,407 P=332,915,525

Accounts payable are noninterest-bearing and are generally on 30 to 60-day terms.

Other accrued expenses include accruals for Pag-ibig, SSS and Philhealth contributions,
advertisement and other provisions.

Deposits include refundable deposits for toga rentals and security deposits on leases.

Alumni fees payable includes graduating students’ payments for alumni registration and
identification cards.

12. Installment Payable

In 2007, the University acquired a property for P=500.00 million, with the following payment
scheme:

· P=100.00 million paid upfront as prepaid interest; and

· P=400.00 million to be paid for in ten annual installments of P=40.00 million every July 5 until
fully paid on July 5, 2016.

In case of delay in the payment of the annual installment, the University will pay interest to the
vendor based on annual treasury bills rate plus 5.00%.  In addition, a penalty amounting to 12.00%
per annum will be paid to the vendor.  The liability is unsecured.

The liability is noninterest-bearing and was initially recognized at fair value, determined based on
the present value of the cash flows using a discount rate of 9.70%, and is subsequently measured
at amortized cost.

Interest expense amounted to P=0.94 million in 2017, P=4.39 million in 2016 and P=7.53 million in
2015.

13. Equity

Capital Stock
The University’s shares are listed and traded in the Philippine Stock Exchange.
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Details of capital stock as at March 31, 2017 and 2016 follow:

Shares Authorized
Shares Issued and

Outstanding Par Value Amount

800,000,000 372,414,400 P=1 P=372,414,400

Below is the summary of the University’s track record of registration of securities under the
Securities Regulation Code (SRC):

Date
Number

of Shares Issue Price

November 10, 1986 305,000 P=100
August 9, 1988 152,500 100
February 23, 1994 297,375 100
September 18, 1995 993,174 100
March 17, 1998 2,237,356 100

As at March 31, 2017 and 2016, the total number of shares registered under the SRC are
372,414,400 shares being held by 1,061 and 1,064 stockholders, respectively.

Cash Dividends
The University’s BOD approved the declaration of the following cash dividends:

2017

Date of Declaration Date of Record Date of Payment Amount

Dividend

per Share

July 26, 2016 August 16, 2018 September 9, 2016 P=74,482,880 P=0.20

2016

Date of Declaration  Date of Record Date of Payment Amount
Dividend
per Share

July 28, 2015 August 18, 2015 September 4, 2015 P=74,482,880 P=0.20
November 27, 2015 December 21, 2015 January 21, 2016 74,482,880 0.20

P=148,965,760 P=0.40

2015

Date of Declaration  Date of Record Date of Payment Amount
Dividend
per Share

July 22, 2014 August 14, 2014 September 10, 2014 P=186,207,200 P=0.50
February 27, 2015 March 20, 2015 April 17, 2015 74,482,880 0.20

P=260,690,080 P=0.70

As at March 31, 2017 and 2016, the carrying value of dividends payable amounted to
P=108.23 million and P=110.88 million, respectively.

Retained Earnings
On March 27, 2015, the University’s BOD approved the detailed expansion program and projects
of the University relating to the additional appropriated retained earnings amounting to
P=336.00 million.  These projects include the budget for capital expenditures for the fiscal year
April 2015 to March 2016 and the planned construction of the following in the Malolos Campus:

· 5-storey dormitory for the students, faculty and employees of the University;

· 2-storey building for the School of Dentistry;
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· 2-storey building to house a food court with students’ area in the ground floor and commercial
spaces in the second floor;

· Renovation of the Centrodome;

· Multi-purpose activity center and swimming pool for use of students; and

· Renovation and extension of buildings and various laboratories.

On April 26, 2013, the University’ BOD approved the detailed expansion program and projects of
the University relating to the appropriated retained earnings amounting to P=450.00 million.  These
projects include the construction of a 3-storey building for the setting up of a pre-school,
elementary and high school in preparation for the K-12 program and to support the five-year
development plan for Malolos campus.

The estimated date of completion of the said projects as set by the University is within
five years.

In accordance with SRC Rule 68, As Amended (2011), Annex 68-C, the University’s retained
earnings available for dividend declaration as at March 31, 2017 amounted to P=572.42 million.

The consolidated retained earnings include deficit of the subsidiaries as follows:

2017 2016

Hospital P=30,000,956 P=29,276,266
CE-IS ! 503,864

14. Tuition and Other School Fees

This account consists of:

2017 2016 2015

Tuition fees P=768,058,665 P=809,149,220 P=799,611,800
Other fees 443,160,080 513,433,873 499,003,377
Income from other school

services 323,785,314 369,306,925 363,322,209

P=1,535,004,059 P=1,691,890,018 P=1,661,937,386

Other fees include registration fees, health services fees, library fees, laboratory fees, development
fees, practicum fees, internship fees and review fees.

Income from other school services comprise of fees for diploma and certificates, transcript of
records, student handbooks, identification cards, entrance, qualifying and special examinations,
laboratory materials, application fees for foreign students, uniforms and outfits, and various
collections for specific items or activities.
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15. Miscellaneous Income

This account consists of:

2017 2016 2015

Dental materials P=11,808,764 P=10,185,501 P=9,183,060
Rental (Note 19) 9,347,271 8,515,501 8,461,042
Dental pre-board fees 5,206,759 3,705,716 2,379,795
Locker fees 4,047,054 3,581,116 3,551,024
Swimming fees 3,193,882 3,228,586 3,407,690
Professional and continuing

education 1,634,487 879,542 2,699,089
Photograph fees 1,054,568 992,146 1,036,877
Service commissions 575,516 643,531 645,525
Handling fees 326,095 405,416 395,392
Insurance fees 319,864 385,365 366,757
Others 7,835,367 9,243,868 3,593,169

P=45,349,627 P=41,766,288 P=35,719,420

Others include gain on recovery from previously written off accounts, income from sale of
promotional items, sale of scrap and penalty from students.

16. Costs and Expenses

This account consists of:

Cost of Services

2017 2016 2015

Salaries and wages P=388,671,930 P=354,031,494 P=334,057,425
SSS contributions and other

employee benefits 338,133,330 477,117,869 385,532,106
Depreciation and amortization

(Note 9) 88,882,264 83,110,144 84,251,580
Light and water 83,117,589 88,860,032 100,485,584
Sports and academic development 36,795,754 41,577,795 37,636,548
Rental (Note 19) 30,069,793 30,580,505 29,002,182
Retirement expense (Note 17) 23,903,756 30,136,689 31,290,115
Expenses for co-curricular

activities 23,080,847 19,412,570 18,718,385
Management information 20,212,510 21,157,356 22,687,528
Stationery and office supplies 16,525,458 16,195,104 16,811,588
Uniforms and outfits (Note 7) 12,234,413 11,126,691 12,518,996
Recruitment and placement 10,802,354 15,383,447 16,109,447
Material processing (Note 7) 10,111,739 2,232,936 4,516,016
Library 8,285,936 9,349,704 11,452,380
Professional fees 6,576,529 5,034,956 4,566,280
Laboratory 5,152,664 2,714,236 2,001,406
Instructional and academic

expenses 4,392,548 3,097,591 2,372,089

(Forward)
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2017 2016 2015
Directors’ and administrative

committee P=4,220,200 P=4,468,200 P=4,344,215
Affiliation 3,911,111 2,496,490 2,899,304
Registration expenses of students 2,418,774 4,840,112 4,101,545
Comprehensive and oral

examinations 1,433,644 2,153,312 691,172
Guidance and counseling 878,207 1,769,291 1,377,943
University chapel expenses 329,662 521,059 201,267
Publications 217,926 320,327 379,830

P=1,120,358,938 P=1,227,687,910 P=1,128,004,931

General and Administrative Expenses

2017 2016 2015

Janitorial and security services P=43,427,065 P=36,671,551 P=34,715,481
Repairs and maintenance 43,063,412 29,403,386 25,746,898
Transportation and

communications 24,936,484 26,963,355 24,862,696
Taxes and licenses 24,300,012 20,663,937 21,495,779
Clinical expenses 11,242,110 9,452,605 11,040,045
Provision for credit losses (Note 6) 8,049,897 2,556,621 15,266,730
Entertainment, amusement and

recreation 7,312,906 8,564,431 8,067,773
Insurance 3,809,882 3,757,886 3,678,502
Membership fees and dues 1,105,331 4,964,598 647,062
Advertisement 242,168 877,124 503,793
Bank charges 117,329 130,059 172,022
Miscellaneous 3,782,763 2,711,079 25,299,581

P=171,389,359 P=146,716,632 P=171,496,362

Miscellaneous expenses include bank service charges, donations and other contributions.

17. Retirement Plan

The University has a funded, noncontributory defined benefit retirement plan which provides for
death, disability and retirement benefits for all of its permanent employees.  The annual
contributions to the retirement plan consist of a payment covering the current service cost for the
year plus payments toward funding the unfunded actuarial liabilities.  Benefits are based on the
employees’ years of service and final plan salary.

The fund is administered by two trustee banks under the supervision of the Board of Trustees
(BOT) of the plan.  The BOT is responsible for the investment strategy of the plan.

In 2015, the University approved a new collective bargaining agreement with its employees with
changes in the increments on employee retirement benefits.

The latest actuarial valuation study of the defined benefit retirement plan of the University was
made as at March 31, 2017.
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The fair value of plan assets as at March 31, 2017 and 2016 follows:

2017 2016

Long-term investments:
Debt securities P=99,314,872 P=118,974,078
Equity securities 98,838,253 99,330,760

Cash and cash equivalents 19,405,022 43,878,096
Others assets 1,792,042 3,883,649
Liabilities (1,284,786) (336,111)

P=218,065,403 P=265,730,472

All plan assets do not have quoted prices in an active market, except for equity and debt securities.
Cash and cash equivalents are with reputable financial institutions and are deemed to be standard
grade.

The plan assets pertain to diversified investments and are not exposed to concentration risk.

The overall investment policy and strategy of the University’s defined benefit plan is guided by
the objective of achieving an investment return which, together with contributions, ensures that
there will be sufficient assets to pay retirement benefits as they fall due while also mitigating the
various risks of the retirement plan.

The Group expects to contribute P=21.86 million to the defined benefit retirement plan in 2018.

The cost of defined retirement plan, as well as the present value of defined benefit obligation, is
determined using actuarial valuation.  The actuarial valuation involves making various
assumptions.  The principal assumptions used in determining the pension for the defined benefit
retirement plan are shown below:

2017 2016 2015

Discount rates 5.03% 5.13% 5.01%

Future salary increases 3.00% 3.00% 5.00%
Average expected future years of

service 14 12 13
Turnover rate A scale ranging

from 6%

at age 18 to 0%

at age 60

A scale ranging
from 25%

at age 20 to 0% at
age 45

A scale ranging
from 25%

at age 20 to 0%
at age 45

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as of the end of the statement of financial
position date, assuming all other assumptions were held constant:

Increase (Decrease)

in Defined Benefit Obligation

2017 2016

Discount rates
+1.00% (P=33,744,788) (P=35,957,397)
-1.00% 39,153,164 41,846,700

Future salary increases
+1.00% 41,910,907 44,668,176
-1.00% (36,634,473) (38,906,391)
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The methods and types of assumptions used in preparing the sensitivity analysis did not change as
at March 31, 2017 and 2016.

Shown below is the maturity analysis of the undiscounted benefit payments:

2017 2016

Less than 1 year P=18,147,364 P=22,126,824
More than 1 year to 5 years 130,680,566 107,416,274
More than 5 years to 10 years 181,101,646 186,160,406
More than 10 years to 15 years 216,703,692 207,979,130
More than 15 years to 20 years 266,465,776 319,784,932
More than 20 years 393,411,449 361,913,470

18. Income Taxes

All domestic subsidiaries qualifying as private educational institutions are subject to tax under
Republic Act No. 8424, An Act Amending the National Internal Revenue Code, as amended, and
For Other Purposes, which was passed into law effective January 1, 1998.  Title II Chapter IV -
Tax on Corporation - Sec 27(B) of the said Act defines and provides that: a “Proprietary
Educational Institution” is any private school maintained and administered by private individuals
or groups with an issued permit to operate from Department of Education, or CHED, or Technical
Education and Skills Development Authority, as the case may be, in accordance with the existing
laws and regulations and shall pay a tax of 10.00% on its taxable income.  Regular corporations,
which include the Hospital, is subject to regular corporate income tax of 30%.

The provision for income tax represents the 10.00% income tax on special corporations, which
consists of:

2017 2016 2015

Current P=32,321,976 P=10,559,593 P=40,085,396
Deferred (4,143,489) 6,011,264 7,615,382

P=28,178,487 P=16,570,857 P=47,700,778

As at March 31, 2017 and 2016, the University has income tax credits amounting to nil and
P=9.09 million, respectively, (see Note 8) and income tax payable amounting to P=9.95 million and
nil, respectively.

The reconciliation of income before tax computed at statutory income tax rate to provision for
income tax in the consolidated statements of income for the years ended March 31, 2017, 2016
and 2015 follows:

2017 2016 2015

Statutory provision for income
tax P=29,162,832 P=36,174,262 P=39,338,088

Tax effects of:
Effect of higher tax rate

of the Hospital (611,941) 116,924 156,169

(Forward)
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2017 2016 2015
Tax-paid income (P=372,117) (P=693,312) (P=565,747)
Effect of business

combination – (19,440,749) –
Nondeductible expenses – 414,499 8,773,200
Others (287) (767) (932)

Effective provision for income
tax P=28,178,487 P=16,570,857 P=47,700,778

The  components of the Group’s net deferred tax liabilities follow:

2017 2016

Deferred tax assets on:

Retirement liability P=17,030,253 P=12,999,868
Accrued expenses 8,124,268 !

Unamortized excess of contribution over
 the normal cost 4,106,046 5,018,067
Excess of acquisition cost over fair value of net

assets acquired from business combination
(Note 4) 4,073,966 4,073,965

Allowance for doubtful accounts 3,950,505 3,143,866
Installment payable ! 3,906,151
Others 2,801,773 1,970,640

40,086,811 31,112,557

Deferred tax liabilities on:

Revaluation gain on land 150,000,330 150,000,330
Undepreciated cost of property and equipment 132,161,762 130,685,544
Unrealized foreign currency exchange gain 53,594 39,056

282,215,686 280,724,930

Net deferred tax liabilities P=242,128,875 P=249,612,373

The Group claims the tax deductions of capital expenditures for tax purposes when incurred.

The Group recognized deferred tax liability on revaluation increment on land amounting to
nil in 2017, P=3.84 million in 2016 and nil in 2015.  The Group also recognized deferred tax asset
on remeasurement loss on retirement liability amounting to P=3.34 million in 2017 and deferred tax
liability on remeasurement gain on retirement liability amounting to P=7.58 million in 2016 and
P=0.58 million in 2015.  The related deferred tax assets and liabilities were taken to equity.

The details of NOLCO which can be claimed in the future by the Hospital as credit against the
regular corporate income follow:

Inception Year Amount Expired Balance Expiry Year

2017 P=1,018,303 P=– P=1,018,303 2020
2016 1,429,571 – 1,429,571 2019
2015 1,512,255 – 1,512,255 2018
2014 3,772,218 3,772,218 – 2017

P=7,732,347 P=3,772,218 P=3,960,129
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As at March 31, 2017 and 2016, the Group did not recognize deferred tax assets on the following
temporary differences deemed to be not recoverable:

2017 2016

NOLCO P=3,960,129 P=6,714,044
Allowance for doubtful accounts � 16,500

P=3,960,129 P=6,730,544

19. Operating Leases

Group as Lessor
The Group leases out portions of its spaces to concessioners which are renewable every
two years.  Total rent income recognized amounted to P=9.35 million in 2017, P=8.52 million
in 2016 and P=8.46 million in 2015 (see Note 15).

As lessor, future minimum rentals under operating leases are as follows:

2017 2016

Within 1 year P=8,081,629 P=9,973,560
After 1 year but not more than 5 years 10,680,446 �

P=18,762,075 P=9,973,560

Group as Lessee
On July 29, 2004, the University entered into a 25-year operating lease, which commenced on
January 1, 2005, with Philtrust Bank for the lease of its land and building in Makati.  The contract
requires for P=24.00 million fixed annual rentals plus 40.00% of the annual net income before tax
of the Group’s Makati-Buendia campus.

As lessee, future minimum rentals under the operating lease are as follows:

2017 2016 2015

Within 1 year P=24,000,000 P=24,000,000 P=24,000,000
After 1 year but not more than

5 years 96,000,000 96,000,000 96,000,000
More than 5 years 186,000,000 210,000,000 234,000,000

P=306,000,000 P=330,000,000 P=354,000,000

The Group’s rental expense for its Makati-Buendia campus follows:

2017 2016 2015

Minimum lease payments P=24,000,000 P=24,000,000 P=24,000,000

Contingent rents 5,529,253 5,816,994 4,042,564

P=29,529,253 P=29,816,994 P=28,042,564

In addition, the University entered into a one-year operating lease with Kooler Industries which
will automatically be renewed for another year under the same terms and conditions.  The
University’s rental expense arising from this contract amounted to P=0.54 million, P=0.76 million
and P=0.96 million in 2017, 2016 and 2015, respectively.
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In 2017, 2016 and 2015, there were no intersegment revenues and all revenues are made to
external customers.

As at March 31, 2017 and 2016, segment assets for each segment do not include ‘Goodwill’
amounting to P=47.61 million.

Segment liabilities for each segment do not include the following:

2017 2016 2015

Deferred tax liabilities - net P=242,128,875 P=249,612,373 P=236,259,567
Retirement liability 170,302,530 129,998,681 199,614,908
Dividends payable 108,225,615 110,877,745 174,102,976
Income tax payable 9,953,732 – 20,366,743

P=530,610,752 P=490,488,799 P=630,344,194

Net income for each segment does not include ‘Provision for income tax’ amounting to
P=28.18 million in 2017, P=16.57 million in 2016 and P=47.70 million in 2015.

21. Related Party Transactions

Parties are related if one party has the ability, directly or indirectly, to control the other party or
exercise significant influence over the other party in making financial and operating decisions; and
the parties are subject to common control or common significant influence.  Related parties may
be individuals or corporate entities.

Affiliates are entities that are subject to common control.

 Significant transactions with related parties include the following:

2017

Category Amount/Volume Outstanding Balance Terms and Conditions/Nature

Affiliates
PhilTrust Bank
 Cash
        Interest income

P=105,960,320

261,812

P=191,509,845

–

 Savings deposit with interest rate at
0.50%

 Short-term deposits
        Interest income

Accrued interest
receivable

(39,289,892)

2,826,930

(10,365)

107,404,419

–

115,109

 Money market placements at 6 to
 53 days with interest ranging from

2.08% to 3.20%

Accrued expenses – 24,000,000 Unsecured; Rent of building in Makati
(see Note 19) Rent expense 29,529,253 –

Manila Hotel
Culminating fees 2,124,000 – Rental of room and facilities for

commencement exercises

Manila Bulletin Publishing
Corporation
Recruitment and placement 8,746,850 – Advertising services, terms vary as to

type and frequency of advertisements
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2016

Category Amount/Volume Outstanding Balance Terms and Conditions/Nature

Affiliates
PhilTrust Bank
 Cash
        Interest income

P=–
391,870

P=85,549,525
–

 Savings deposit with interest rate at
0.50%

 Short-term deposits
        Interest income

Accrued interest
receivable

–
6,104,067

–

146,694,311
–

104,744

 Money market placements at 6 to
 53 days with interest ranging from

2.08% to 3.20%

Accrued expenses – 24,000,000 Unsecured; Rent of building in Makati
(see Note 19)

 Rent expense 31,316,994 –

Manila Hotel

Culminating fees 726,786 – Rental of room and facilities for
commencement exercises

Manila Bulletin Publishing
Corporation
Recruitment and placement 11,060,326 – Advertising services, terms vary as to

type and frequency of advertisements

Generally, related party transactions are settled in cash.

Transactions with Retirement Plans
Under PFRS, certain post-employment benefit plans are considered as related parties.  The
University’s retirement plan is in the form of a trust administered by two trustee banks.  The
carrying value of the fund, which approximates its fair value, amounted to P=218.07 million and
P=265.73 million as at March 31, 2017 and 2016, respectively (see Note 17).

The assets of the fund consist mainly of cash and cash equivalents, government securities and
equity securities.

As at March 31, 2017 and 2016, the retirement fund has 8,072,299 shares or 2.17% interest in the
University.  The total unrealized gains recognized from these investments amounted to
P=5.38 million and P=7.27 million as at March 31, 2017 and 2016, respectively.  No limitations and
restrictions are provided and voting rights over these shares are exercised by a trust officer.

There are no other transactions by the Group or its related parties with the retirement fund as at
March 31, 2017 and 2016.

Remuneration of Key Management Personnel
The Group’s key management personnel include all management committee officers.  The
summary of compensation of key management personnel follows:

2017 2016

Short-term employee salaries and benefits P=12,561,730 P=13,001,862
Post-employment benefits 12,737,182 11,811,580

P=25,298,912 P=24,813,442
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There are no agreements between the Group and any of its directors and key officers providing for
benefits upon termination of employment, except for such benefits to which they may be entitled
under the Group’s retirement plan.

22. Notes to Consolidated Statements of Cash Flows

Noncash investing activities pertain to the following:
a. Retirement/disposal of assets - In 2017, 2016 and 2015, the University retired/disposed

furniture and fixtures with aggregate cost of P=7.54 million, P=7.07 million and P=10.19 million,
respectively, and accumulated depreciation of P=7.24 million, P=6.62 million and P=7.28 million,
respectively (see Note 9).

b. Revaluation increment on the land - In 2016, the University engaged the services of an
independent appraiser and obtained valuation for its land in Mendiola, Malolos and
Legaspi-Makati.  The appraisal resulted in the recognition of increases in revaluation
increment on land of P=38.40 million, gross of deferred income tax of P=3.84 million, in 2016
(see Note 9).

23. Basic/Diluted EPS

The income and share data used in the basic/diluted EPS computations are as follows:

2017 2016 2015

Net income (a) P=263,449,832 P=345,171,764 P=345,680,101
Weighted average number of

outstanding common shares (b) 372,414,400 372,414,400 372,414,400

Basic/diluted earnings per share
(a/b) P=0.71 P=0.93 P=0.93

There were no potential dilutive financial instruments in 2017, 2016 and 2015.

24. Fair Value Measurement

The Group uses a hierarchy for determining and disclosing the fair value of its assets and
liabilities.

The following tables summarize the carrying amounts and the fair values of the Group’s financial
and nonfinancial assets and liabilities as at March 31:

2017

Fair Value Measurement Using

Carrying

Value

Quoted Prices

in Active

Markets
(Level 1)

Significant

Unobservable

Inputs
(Level 3)

Total Fair

Value

Assets measured at fair value:
 Financial assets
  AFS investments - quoted P=118,512 P=118,512 P=– P=118,512
 Nonfinancial assets
  Land valued under revaluation model 1,863,505,003 – 1,863,505,003 1,863,505,003

P=1,863,623,515 P=118,512 P=1,863,505,003 P=1,863,623,515
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2016

Fair Value Measurement Using

Carrying Value

Quoted Prices
in Active
Markets

 (Level 1)

Significant
Unobservable

Inputs
(Level 3)

Total Fair
Value

Assets measured at fair value:
 Financial assets
  AFS investments - quoted P=142,560 P=142,560 P=– P=142,560
 Nonfinancial assets
  Land valued under revaluation model 1,863,505,003 – 1,863,505,003 1,863,505,003

P=1,863,647,563 P=142,560 P=1,863,505,003 P=1,863,647,563

As at March 31, 2017 and 2016, unquoted equity securities carried at cost amounted to
P=0.41 million.

The methods and assumptions used by the University in estimating the fair value of the financial
and nonfinancial assets and liabilities are as follows:

Cash and Cash Equivalents, Tuition and Other Receivables, Accounts Payable and Accrued
Expenses (Excluding Statutory Obligations), Dividends Payable and Installment Payable
Fair values approximate carrying amounts given the short-term nature of these accounts.

Property and Equipment
The table below summarizes the valuation techniques used and the significant unobservable inputs
to the valuation of land under the revaluation model:

Valuation Techniques

Significant Unobservable

Inputs

Range (Weighted

Average)

Land Sales Comparison
Approach/Market
Approach

Internal factors:
Location
Size
Time Element

-5%
+3% to -18%
-2% to +1%

The range of the prices per square meter used in the valuation is shown below:

Valuation Techniques Location

Range (Weighted

Average)

Land Sales Comparison
Approach/Market
Approach

Comparable analysis:
External factor (net price)

Manila - Site 1 and 2

Makati

Malolos, Bulacan

P=62,500 to P=90,000 per
square meter (sqm)

P=225,000 to P=320,000 per
sqm

P=9,000 to P=11,500 per
sqm
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The description of the valuation technique and inputs used in the valuation of the Group’s land are
as follows:

Market Data

Approach

A comparable method where the value of the property is based on sales and
listings of comparable property by reducing reasonable comparative sales and
listings to a common denominator.  This is done by adjusting the differences
between the subject property and those actual sales and listings regarded as
comparable.  The properties used as basis of comparison are situated within
the immediate vicinity of the subject property.  Comparison would be
premised on the factors of location, size and shape of the lot, and time
element.

Size Physical magnitude, extent or bulk, relative or proportionate dimensions.  The
value of the lot varies in accordance to the size of the lots.  Basic rule of
thumb is the bigger the lot size the lower the value, the smaller the lot size the
higher the value.

Shape Particular form or configuration.  A highly irregular shape limits the usable
area, whereas an ideal lot configuration maximizes the usable area of the lot
which is associated in designing an improvement which conforms with the
highest and best use of the property.

Location For a tract of land designated for a purpose or site occupied or available for
occupancy, one of the key factors in land valuation is the location or area of
preference.

Time Element The measured or measurable period during action or condition exists.  It is
usually associated with the period in which the property can be sold in an
open market within reasonable time.

Sensitivity analyses to the significant changes in unobservable inputs are shown below:

· Significant increases (decreases) in the price (per sqm) would result in a significantly higher
(lower) fair value measurement.

· Significant improvements (deterioration) in the location would result in a significantly higher
(lower) fair value measurement.

· Significant increases (decreases) in the size of the property would result in a significantly
lower (higher) fair value (per sqm) measurement.

· Significant increases (decreases) in the period in which the property can be sold in an open
market would result in a significantly lower (higher) fair value measurement.

The appraiser considers the highest and best use of the asset which takes into account the use of
the asset that is physically possible, legally permissible and financially feasible.

Quoted Equity Securities Classified as AFS Investments
Fair value is based on quoted prices.

Unquoted Equity Securities Classified as AFS Investments
Fair value could not be reliably determined due to the unpredictable nature of future cash flows
and the lack of suitable methods of arriving at a reliable fair value.  There is no active market for
these investments and the Group does not intend to dispose these investments.  These investments
are carried at cost.  Unquoted equity securities are not significant relative to the Group’s portfolio
of financial instruments.

In 2017 and 2016, there have been no transfers between Level 1 and Level 2 fair value
measurements, and no transfers into and out of Level 3 fair value measurement.
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25. Financial Risk Management Objectives and Policies

The Group’s principal financial instruments comprise cash and cash equivalents.  The main
purpose of these financial instruments is to fund the Group’s operations and capital expenditures.
The Group has various other financial instruments such as tuition and other receivables, accounts
payable and accrued expenses and dividends payable that arise directly from operations.

The main risks arising from the Group’s financial instruments are credit risk, liquidity risk and
foreign currency risk.

Credit Risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation
and cause the other party to incur financial loss.

The Group’s risk management policy to mitigate credit risk on its receivables from students
include the refusal of the Group to release pertinent records like examination permit, transcript of
records and transfer credentials, if applicable, until the student’s account is cleared/paid.  As at the
statement of financial position date, there are no significant concentrations of credit risk.

As at March 31, 2017 and 2016, the analysis of financial assets follows:

2017

Neither Past

Due nor

Impaired

Past Due

but not

Impaired

Past Due

 and

 Impaired Total

Loans and receivables:
 Cash and cash equivalents* P=435,411,745 P=! P=! P=435,411,745
 Tuition and other receivables
  Tuition fee receivables ! 77,625,480 39,505,051 117,130,531

  Accrued interest receivable 120,372 ! ! 120,372
  Others:
   Advances to employees 5,959,758 ! ! 5,959,758
   Accrued rent receivable 1,646,460 ! ! 1,646,460
   Advances  to  CE-IS‘s

   stockholders 1,250,000 ! ! 1,250,000
Other receivables 437,589 ! ! 437,589

AFS investments 524,829  !  ! 524,829

P=445,350,753 P=77,625,480 P=39,505,051 P=562,481,284

* Excluding cash on hand

2016

Neither Past
Due nor

Impaired

Past Due
but not

Impaired

Past Due
 and

 Impaired Total

Loans and receivables:
 Cash and cash equivalents* P=366,106,511 P=� P=� P=366,106,511
 Tuition and other receivables
  Tuition fee receivables � 43,737,293 31,455,154 75,192,447
  Accrued interest receivable 140,436 � � 140,436
  Others:
   Advances to employees 11,229,154 � � 11,229,154
   Accrued rent receivable 90,649 � � 90,649
   Advances  to  CE-IS’s

   stockholders 1,250,000 � � 1,250,000
Other receivables 5,929,516 5,929,516

AFS investments 548,877 � � 548,877

P=385,295,143 P=43,737,293 P=31,455,154 P=460,487,590

* Excluding cash on hand
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The Group’s neither past due nor impaired receivables are high grade receivables which, based on
experience, are highly collectible and exposure to bad debt is not significant.

As at March 31, 2017 and 2016, the age of the entire Group’s past due but not impaired tuition fee
receivables is over 60 days (see Note 6).

Liquidity Risk
Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet
commitments associated with financial assets and financial liabilities.  Liquidity risk may result
from a counterparty failing on repayment of a contractual obligation or inability to generate cash
inflows as anticipated.

The Group seeks to manage its liquidity risk to be able to meet its operating cash flow
requirements, finance capital expenditures and maturing debts.  As an inherent part of its liquidity
risk management, the Group regularly evaluates its projected and actual cash flows.  To cover its
short-term and long-term funding requirements, the Group intends to use internally generated
funds and external financing, if needed.

The maturity profile of the Group’s financial assets and financial liabilities as at March 31, 2017
and 2016 based on contractual undiscounted payments follows:

2017

On Demand

Less than

3 Months 3 to 6 Months Over 1 Year Total

Financial assets:
Cash and cash equivalents* P=297,896,704 P=137,515,041 P=! P=! P=435,411,745
Tuition and other receivables:

Tuition fee receivables 117,130,531 ! ! ! 117,130,531
Accrued interest receivable 120,372 ! ! ! 120,372

 Others:
  Advances to employees 5,959,758 ! ! ! 5,959,758
  Accrued rent receivable 1,646,460 ! ! ! 1,646,460
  Advances to CE-IS’s
   stockholders 1,250,000 ! ! ! 1,250,000

Other receivables 437,589 ! ! ! 437,589
AFS investments ! ! ! 524,829 524,829

424,441,414 137,515,041 ! 524,829 562,481,284

Financial liabilities:
Accounts payable and accrued

expenses:
 Accounts payable** 154,655,824 ! ! ! 154,655,824
 Accrued expenses 24,309,629 63,443,899 ! ! 87,753,528
 Deposits 4,922,500 ! ! ! 4,922,500

 Alumni fees payable 2,470,088 ! ! ! 2,470,088
Dividends payable 108,225,615 ! ! ! 108,225,615

294,583,656 63,443,899 ! ! 358,027,555

Net undiscounted financial assets P=129,857,758 P=74,071,142 P=! P=524,829 P=204,453,729

* Excluding cash on hand

** Excluding statutory payables
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2016

On Demand
Less than
3 Months 3 to 6 Months Over 1 Year Total

Financial assets:
Cash and cash equivalents* P=175,551,642 P=190,554,869 P=� P=� P=366,106,511
Tuition and other receivables:

Tuition fee receivables 75,192,447 � � � 75,192,447
Accrued interest receivable 140,436 � � � 140,436

 Others: �

  Advances to employees 11,229,154 � � � 11,229,154
  Accrued rent receivable 90,649 � � � 90,649
  Advances to CE-IS’s
   stockholders 1,250,000 � � � 1,250,000

Other receivables 5,929,516 � � � 5,929,516
AFS investments � � � 548,877 548,877

269,383,844 190,554,869 � 548,877 460,487,590

Financial liabilities:
Accounts payable and accrued

expenses:
 Accounts payable** 193,013,048 � � � 193,013,048
 Accrued expenses 24,043,201 91,637,678 � � 115,680,879
 Deposits 8,998,781 � � � 8,998,781
 Alumni fees payable 4,078,237 � � � 4,078,237

Dividends payable 110,877,745 � � � 110,877,745
Installment payable � � 40,000,000 � 40,000,000

341,011,012 91,637,678 40,000,000 � 472,648,690

Net undiscounted financial assets

(financial liabilities) (P=71,627,168) P=98,917,191 (P=40,000,000) P=548,877 (P=12,161,100)

* Excluding cash on hand

** Excluding statutory payables

Foreign Currency Risk
Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates.

The Group’s principal transactions are carried out in Peso and its exposure to foreign currency risk
arises primarily from cash in banks and short-term deposits that are denominated in United States
dollar ($ or USD).

To mitigate the Group’s exposure to foreign currency risk related to foreign currency-denominated
accounts, management keeps the amount of these assets at a low level.

The following table shows the foreign currency-denominated accounts of the Group as at
March 31, 2017 and 2016 in USD:

2017 2016

Cash in banks $22,766 $10,145
Short-term deposits 113,299 131,768

$136,065 $141,913

In translating the foreign currency-denominated accounts to Peso amounts, the exchange rate used
was P=50.16 to $1.00 and P=46.07 to $1.00 as at March 31, 2017 and 2016, respectively.
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The following table demonstrates the sensitivity to a reasonably possible change in the Peso/USD
exchange rate, with all other variables held constant, of the Group’s net income before tax.  There
is no impact on the Group’s equity.

2017 2016

Percentage change in exchange rate -5.00% +5.00% -5.00% +5.00%
Effect on net income before tax (P=341,251) P=341,251 (P=326,899) P=326,899

Interest Rate Risk
The Group’s exposure to market risk for changes in interest rates is not significant to the
consolidated financial statements.  The financial instruments of the Group are either
noninterest-bearing or has minimal interest rate exposure due to the short-term nature of the
account (that is, cash equivalents).

Capital Management
The primary objective of the Group’s capital management is to ensure that it maintains healthy
capital ratios in order to support its business and maximize shareholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in
economic conditions.  To maintain or adjust the capital structure, the Group may adjust dividend
payment to shareholders, return capital to shareholders or issue new shares.  No changes were
made to the objectives and policies or processes during the years ended March 31, 2017, 2016 and
2015.

The Group monitors capital using a debt-to-equity ratio which is debt divided by total equity.  The
Group includes within debt, interest-bearing loans and accounts payable and accrued expenses.

The following table shows how the Group computes for its debt-to-equity ratio as at
March 31, 2017 and 2016:

2017 2016

Accounts payable and accrued expenses (a) P=280,606,407 P=332,915,525
Installment payable (including current portion) (b) ! 39,061,511

Liabilities (c) P=280,606,407 P=371,977,036

Total equity (d) P=3,009,043,862 P=2,850,161,042

Debt-to-equity ratio (c/d) 0.09:1 0.13:1

26. Standards Issued but not yet Effective

Pronouncements issued but not yet effective are listed below.  Unless otherwise indicated, the
Group does not expect that the future adoption to have a significant impact on its consolidated
financial statements.

Effective beginning on or after January 1, 2017

· Amendment to PFRS 12, Clarification of the Scope of the Standard (Part of Annual

Improvements to PFRSs 2014 - 2016 Cycle)
The amendments clarify that the disclosure requirements in PFRS 12, other than those relating
to summarized financial information, apply to an entity’s interest in a subsidiary, a joint
venture or an associate (or a portion of its interest in a joint venture or an associate) that is
classified (or included in a disposal group that is classified) as held for sale.
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· Amendments to PAS 7, Statement of Cash Flows, Disclosure Initiative

The amendments to PAS 7 require an entity to provide disclosures that enable users of
consolidated financial statements to evaluate changes in liabilities arising from financing
activities, including both changes arising from cash flows and non-cash changes (such as
foreign exchange gains or losses).  On initial application of the amendments, entities are not
required to provide comparative information for preceding periods.  Early application of the
amendments is permitted.

Application of amendments will result in additional disclosures in the 2018 consolidated
financial statements of the Group.

· Amendments to PAS 12, Income Taxes, Recognition of Deferred Tax Assets for Unrealized

Losses

The amendments clarify that an entity needs to consider whether tax law restricts the sources
of taxable profits against which it may make deductions on the reversal of that deductible
temporary difference.  Furthermore, the amendments provide guidance on how an entity
should determine future taxable profits and explain the circumstances in which taxable profit
may include the recovery of some assets for more than their carrying amount.

Entities are required to apply the amendments retrospectively.  However, on initial application
of the amendments, the change in the opening equity of the earliest comparative period may
be recognized in opening retained earnings (or in another component of equity, as
appropriate), without allocating the change between opening retained earnings and other
components of equity.  Entities applying this relief must disclose that fact.  Early application
of the amendments is permitted.

Effective beginning on or after January 1, 2018

· Amendments to PFRS 2, Share-based Payment, Classification and Measurement of Share-

based Payment Transactions

The amendments to PFRS 2 address three main areas: the effects of vesting conditions on the
measurement of a cash-settled share-based payment transaction; the classification of a share-
based payment transaction with net settlement features for withholding tax obligations; and
the accounting where a modification to the terms and conditions of a share-based payment
transaction changes its classification from cash settled to equity settled.  On adoption, entities
are required to apply the amendments without restating prior periods, but retrospective
application is permitted if elected for all three amendments and if other criteria are met.  Early
application of the amendments is permitted.

· Amendments to PFRS 4, Insurance Contracts, Applying PFRS 9, Financial Instruments, with

PFRS 4

The amendments address concerns arising from implementing PFRS 9, the new financial
instruments standard before implementing the forthcoming insurance contracts standard.  The
amendments allow entities to choose between the overlay approach and the deferral approach
to deal with the transitional challenges.  The overlay approach gives all entities that issue
insurance contracts the option to recognize in OCI, rather than profit or loss, the volatility that
could arise when PFRS 9 is applied before the new insurance contracts standard is issued.  On
the other hand, the deferral approach gives entities whose activities are predominantly
connected with insurance an optional temporary exemption from applying PFRS 9 until the
earlier of application of the forthcoming insurance contracts standard or January 1, 2021.  The
overlay approach and the deferral approach will only be available to an entity if it has not
previously applied PFRS 9.
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· PFRS 9, Financial Instruments

PFRS 9 reflects all phases of the financial instruments project and replaces PAS 39, Financial

Instruments: Recognition and Measurement, and all previous versions of PFRS 9.  The
standard introduces new requirements for classification and measurement, impairment, and
hedge accounting.  PFRS 9 is effective for annual periods beginning on or after January 1,
2018, with early application permitted.  Retrospective application is required, but providing
comparative information is not compulsory.  For hedge accounting, the requirements are
generally applied prospectively, with some limited exceptions.

The adoption of PFRS 9 will have an effect on the classification and measurement of the
Group’s financial assets and impairment methodology for financial assets, but will have no
impact on the classification and measurement of the Group’s financial liabilities.  The Group
is currently assessing the impact of adopting this standard.

· PFRS 15, Revenue from Contracts with Customers

PFRS 15 was issued by International Accounting Standards Board in May 2014 and
establishes a new five-step model that will apply to revenue arising from contracts with
customers.  Under PFRS 15, revenue is recognized at an amount that reflects the consideration
to which an entity expects to be entitled in exchange for transferring goods or services to a
customer.  The principles in PFRS 15 provide a more structured approach to measuring and
recognizing revenue.

The new revenue standard is applicable to all entities and will supersede all current revenue
recognition requirements under PFRS.  Either a full or modified retrospective application is
required for annual periods beginning on or after January 1, 2018 with early adoption
permitted.

The Group is currently assessing the impact of PFRS 15 and plans to adopt the new standard
on the required effective date.

· Amendments to PAS 28, Investments in Associates and Joint Ventures, Measuring an

Associate or Joint Venture at Fair Value (Part of Annual Improvements to PFRSs 2014 - 2016
Cycle)
The amendments clarify that an entity that is a venture capital organization, or other
qualifying entity, may elect, at initial recognition on an investment-by-investment basis, to
measure its investments in associates and joint ventures at FVPL.  The amendments also
clarify that if an entity that is not itself an investment entity has an interest in an associate or
joint venture that is an investment entity, the entity may, when applying the equity method,
elect to retain the fair value measurement applied by that investment entity associate or joint
venture to the investment entity associate’s or joint venture’s interests in subsidiaries.  This
election is made separately for each investment entity associate or joint venture, at the later of
the date on which (a) the investment entity associate or joint venture is initially recognized;
(b) the associate or joint venture becomes an investment entity; and (c) the investment entity
associate or joint venture first becomes a parent.  The amendments should be applied
retrospectively, with earlier application permitted.

· Amendments to PAS 40, Investment Property, Transfers of Investment Property

The amendments clarify when an entity should transfer property, including property under
construction or development into, or out of investment property.  The amendments state that a
change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use.  A mere change in management’s
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intentions for the use of a property does not provide evidence of a change in use.  The
amendments should be applied prospectively to changes in use that occur on or after the
beginning of the annual reporting period in which the entity first applies the amendments.
Retrospective application is only permitted if this is possible without the use of hindsight.

· Philippine Interpretation IFRIC-22, Foreign Currency Transactions and Advance

Consideration

The interpretation clarifies that in determining the spot exchange rate to use on initial
recognition of the related asset, expense or income (or part of it) on the derecognition of a
nonmonetary asset or nonmonetary liability relating to advance consideration, the date of the
transaction is the date on which an entity initially recognizes the nonmonetary asset or non-
monetary liability arising from the advance consideration.  If there are multiple payments or
receipts in advance, then the entity must determine a date of the transactions for each payment
or receipt of advance consideration.  The interpretation may be applied on a fully retrospective
basis.  Entities may apply the interpretation prospectively to all assets, expenses and income in
its scope that are initially recognized on or after the beginning of the reporting period in which
the entity first applies the interpretation or the beginning of a prior reporting period presented
as comparative information in the consolidated financial statements of the reporting period in
which the entity first applies the interpretation.

Effective beginning on or after January 1, 2019

· PFRS 16, Leases

Under the new standard, lessees will no longer classify their leases as either operating or
finance leases in accordance with PAS 17, Leases.  Rather, lessees will apply the single-asset
model.  Under this model, lessees will recognize the assets and related liabilities for most
leases on their balance sheets, and subsequently, will depreciate the lease assets and recognize
interest on the lease liabilities in their profit or loss.  Leases with a term of 12 months or less
or for which the underlying asset is of low value are exempted from these requirements.

The accounting by lessors is substantially unchanged as the new standard carries forward the
principles of lessor accounting under PAS 17.  Lessors, however, will be required to disclose
more information in their financial statements, particularly on the risk exposure to residual
value.

Entities may early adopt PFRS 16 but only if they have also adopted PFRS 15.  When
adopting PFRS 16, an entity is permitted to use either a full retrospective or a modified
retrospective approach, with options to use certain transition reliefs.

The Group is currently assessing the impact of adopting PFRS 16.
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27. Event after the Statement of Financial Position Date

On June 23, 2017, the University’s BOD approved the expansion projects of the University
relating to the additional appropriated retained earnings amounting to P=210.00 million.  These
projects include the planned construction of the following:
· 3-storey building for Science-related courses in CEU Malolos;
· CEIS building for increased number of students in S.Y. 2020-2021;
· CELP building for increased number of students in S.Y. 2020-2021; and
· Modernization of CEU Manila campus.

The estimated date of completion of the said projects as set by the University is within five years.
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