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Financial assets af amaviized cost (debr instrunents)
The Group measures financial assets at amortizad cost if both of the following conditions are met:

e The financial asset is held within a business model with the objective to bold financial assets in
order to collect contractual cash flows; and

o The contractual terms of the financial assetgive rise on specified dates to cash flows that are
solely payments of principal and interest or the principal amount outstanding.

Financial asscts at amortized cost are subsequestly measured using the effective interest rate (EIR)
method and are subject to impairment. Gains axd losses are recognized in profit or loss when the
asset 1s derecognized, modified or impaired,

This accounting policy relates to the Group's cash and cash equivalents, receivables, receivables from
related parties, and refundable deposirs.

Financial assets at falr value through profit or loss

A financial assct shall be measured at fair valu through profit or loss unless it is measured at
amortized cost or ar fair value through other comprehensive income (OCT). However, an entity may
make an imevocable election at initial recognition for particular investments in equity instruments that
would otherwise be measured at fair value throegh profit or loss 10 present subsequent changes in fair
value in OCL

The Group may, at initial recognition, irrevocably designate a financial asset as measured at fair value
through profit or loss if doing so eliminates or sgnificantly reduces a measurement or moognmon

inconsistency {sometimes referred to as an ‘accounting mismatch’) that would otherwise arise from
MEASUNDE BSSEts OF HAbIINES OF recogIZINg th: gams and josses on them on ditterent bases.

Included in this classification is the peso-denominated mvestment in Unit Investment Trust Fund
(UITF) in Rizal Commercial Banking Corporaton (RCBC).

Derecognition of financial assets

A financial asset (or. where applicable, a part o7 a financial asset or part of a group of similar
financaal assets) is primarily derecognized (i.e., removed from the Group's statement of financial
positon) when:

The rights o reveive cash Aows from the aset have expived; or

The Group has transferred its rights to recerve cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through™ arrangement; and cither (a) the Group has transferred substantially all the risks and
rewisnds of the sssel, or (b) the Group bas neither ansferred nor retained subsumitially all the
risks and rewards of the asset. but has transferred control of the asset.

Impairment of financial assets

The Group recognizes an allowance for expected credit losses (ECLs) for all debt instrumenss not
held at fair value. ECLs are based on the differsnce between the contractual cash flows due in
accordance with the contract and all the cash flews that the Group expects to receive, discounted at an
approximation of the original effective interest rate. The expected cash flows will include cash flows
from the salke of collateral held or other credit exhancements that are Integral 10 the contractual tenms.
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ECLs are recognized in two stages. For credit exposures for which there has not been a significant
mcrease in credit risk since initial recognition, ECLs are provided for credit losses that result from
default events that are possible within the 12 months (a 12-moath ECL). For those credit exposures
for which there has been a significant increase n credit nsk since imtial recognition, a joss allowance
is required for credit losses expected over the remaining life of the exposure. imespective of timing of
the default (a lifetime ECL),

An impamrment analysis 1s pertormed ai cach reporting date and the Group generally used the
provision matrix to measure ECL. The mechanxs of the ECL calculations and the key elements are,
as follows:

8. Frobability of defanis (P18 an estimate of the hkelthood of default over a given ime hornzon,

b, Exposure at default (EAD) is an estimate of the exposure at a future default date 1aking into
account cxpected changes in the exposurc after the reporting date.

¢ Loss given defawlt (LGD) 1s an estimate of ‘he loss anising in the case where a default ocours at a
given time.

The Group’s debt instruments at amortized cost comprise of cash and cash equivalents and refundable
deposits that are considerad to have low credit nisk. Hence, it is the Group's policy to measure ECL
on such instrument on a | 2-month basis applying the low credit risk simplification and based on the
PD which is publicly available. However, wher there has been a significant increase in credit risk
since ovigination, the allowance will be based oo tlee lifetinne CCL. The Group uses external wredis
ratings both to determine whether the debt instument has significantly increased in credit risk and to
estimate ECL

Fus wldon snd vilice (Ges ieveivabdes, the Grows apgrics a shinglificd approsd b caloulning ECL.
Therefore, the Group does not track changes incredit risk, but instead recognizes a loss allowance
based on lifetime ECL at each reporting date. The Group generally uses a provision matrix to
caleulate ECL. The provision rates are based oy days past due for groupings based on school term.
Tl guoyisson usatia s iwituily basal on e Group's histuricsl obscr vald default tales, The Group
will then consider directly relevant forward-looking information, At every reporting date, the
historical observed default rates are updated and changes in the forward-looking estimates are
considered.

Primary drivers like macroeconomic indicatoss of qualitative factors such as forwand-looking data on
inflation rate and unemployment rote were added to the ECL caleulation to reach a forecast supported
by both quantitative and qualitative data points,

The Group may consider a financial assel to bein default when internal or external mformation
indicates that the Group is unlikely to receive the outstanding contractual amounts in full before
taking into account any credit enhancements hedd by the Group, A financial asset is written off when
there is no reasonable expectation of recovening the contractual cash flows.

Financial Liaklities — Initicd recognision and measurement

Financial labilities are classified, at instial recognition, as financial liabilities at fair value through
profit or loss. loans and borrowings, payables, or as derivatives designated as hedging instruments in
an effective hedge, as appropniate, and in the case of loans and borrowings and payables, net of
directly attributable transaction cogts.



Subsequent measurement
The measurement of financial labilites depends on therr classification, as described below:

o Financial liabilities at fair value through profit or loss
e Loans and borrowings

The Group’s financial habilities include loans md borrowings.

Louns and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at
amortized cost using the EIR method. Amortizad cost is caleulated by taking into account any
discount or premium on acquisition and fees or costs that are an integral part of the EIR. Gains and
losses are recognized in profit or loss when the liabilities are derecognized as well as through the EIR
amortization process. The EIR amortization s included as finance cosis in the staement or

comprehensive income,

This accounting policy applics primarily to accounts payable and other current liabilities (excluding
payables 10 govemment), payabies 10 related perries, dividends payable, lease liabilities, and loans
payable.

Derecognition of financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged or cancelled
or expires. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of anexisting hability are substantially modified, such an
exchange or modification is treated as the derccognition of the original liability and the recognition of
A new hability,  Ihe difterence in the Tespective Crrying amoumts 15 recognized i the statement ot

comprehensive income.

Offsetting of Financial Instruments

Financial asscts and financiad abihites are offset and the net amount 1s reporied m the statement of
financial position if, and only if, there is a currently enforceable legal nght 1o offset the recognized
amounts and there is an intention to settle on a aet basis, or to realize the assct and settle the liability

simultancously. This is not generally the case with master netting agreements, and the related assets
and liabalities are presented gross in the statement of Hinancial positon.

‘Day ! difference

Where the transaction price in a non-active makest is different to the fair value from other observable
current market transactions in the same instrument or based on a valuation technigue whose variables
include only data from observable market, the Group recognizes the difference between the
transaction pricc and fair valuc (a ‘Day |” diffcence) in profit or loss, unlcss it gualifics for
recognition as some other type of asset. In cases where use 1s made of data which is not observable,
the difference between the transaction price an< model value is only recognized in profit or loss when
the inputs become observable or when the instrument is derecogmnized. For each trunsaction, the
Group detenmines the approgriate method of recognizing the “Day 1" difference amount.

Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets pertam to resources controlled by the Group as a result of
past events and from which future economic benefits arc expected to flow to the Group. This account

includes the following:



Prepaid Expenses
These are expenses pad 1 advance 1o be amorhzed over the benefit penod or 1o be expense once
incurred or consumed. These consist of prepaid insurance and subscriptions, among others.

Restricted Fundy

Restricted funds are funds held for govemment and private entities and invested in money market
placements exclusively for use in government programs such as Civic Welfare Training Service
(LW 1S5), National Serviee Traming Program (NS 1P) and for timancing of scholars of certain private
entities. These are reconded at face value.

Creditable Withholding Tax (CWT)
s pertians to the 1ax withheld source by the Group s customers and essees and 1s creditable
against its income tax lability.

Imventories

Inventories are stated at the lower of cost and nt realizable value (NRV). NRV is the sclling price in
the ordinary course of the business, less costs of completion, marketing and distnibution. Cost is
determined using weighted and simple avemge methods for textbooks, printed materials and supplies
intended for sale.

Value-added Tax (VAT)
The input VAT pertams to the 12% mdirect tax paid by the Group in the course of the Group's trade
or business on local purchases of goods or services. Input VAT that is not expected to be fully

applied against the output VAT of the succeeding year is presented is noncurrent asset,

Output VAT portaine ta the 1294 ax due an the local sale of goods or aervican by the Graup.

Property and Equipment
Property and equipment, except for land, is stat:d at cost, less accumulated depreciation and any

impainment in value.

The initial cost of property and equipment consists of its purchase price, including import dutics,
taxes and any directly attributable costs of bringing the asset 1o its working condition and location for
its intended use. Expenditures incurred after thr assets have been put into operation, such as repairs
and maintenance. are normally charged to opentions 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 eguipment.

Construction in progress represents property under construction and is stated at cost. This includes
cost of construction and other direct costs. Construction in progress is not depreciated until such time
that the relevant assets are ready for their intended use.

Depreciation is computed using the strasght-line method over the estimated useful lives (EUL) of the
related assets as follows:

Years
Buildings and improvements 1040
Office fumiture and equipment s-10
Transportation equipment 5
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Leaschold improvements are amortized over the term of the lease or the estimated useful lives of the
improvements, whichever is shorter.

The EUL and depreciation method are reviewed penodically to ensure thal the perwxt and method of
depreciation are consistent with the expected pettern of economic benefits from items of property and

equipment.

Fully depreciated property and equipment are retained in the accounts until they are no longer in use
and no further depreciation and amortization ar: credited to or charged against curment operations.

When assets carried at cost are retired or othervise disposed of, the cost and related accumulated
depreciation are removed from the accounts and any resulting gain or loss is reflected as part of

current operations. When land carmied at revalued amount are retired or otherwise disposed of. the
canny g arvount, whach is the fair velue at the tinw of sake or disposal, is derevognized sad no gain o
loss is recognized.

Land @t Revalued Amowns
Land is carnnied af its revalucd aount. The appaisal values usald fun ievalugtion were detcunncd by

independent firms of appraisers.

The initial cost of land consists of its purchase price and directly attributable costs of bringmg the

asset Wity working cosdition amd Jocation for is intended use,

The appraisal increment (net of deferred tax) resulting from the revaluation is credited to OCT and

accumulated in equity under “revaluation increment on land - net™ account. Decreases in valuntion is
s pod w profl o Juss, cacep w e exsenn tin i reverses e ealsung sucumulinged revalusdon

increment on the same asset and therefore such decrease is recognized in OCL The decrease
recognized in OCT reduces the revaluation increment on land - pet account in equity, In case a

subsequent revaluation increase of an asset reverses a revaluation decrease previously recognized in
profit ur loss, such increase is cradised 1o meone in prodic or oss

The same rules apply to impeinment losses, Animpairment loss on a revalued asset is first used to
reduce the revaluation increment for that asset. Only when the impairment foss exceeds the amount in
the revaluation increment for thin same asset is any funther impainment loss recogrized in profit or
loss.

Upon disposal. any revaluation increment relatng to the land being sold is transferred to retained
carnings,

Right-of i Liabilit
Effective January 1, 2019, wpon adoption of PFRS 16, the Group recognizes right-of-use assets and
lease liabilities on contracts that qualify as leases under PFRS 16. The Group recognizes right-of-use
assets at the commencement date of the lease (ie., the date the underlying asset is available for use).
Right of use assets are measured at cost, less any aceumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease lisbilities. The cost of right-of-use assets includes the
amount of lease labilities recognized, initial direct costs incumred, and lease payments made at or
before the commencement date less any lease iacentives received and estimate of costs to be incurred
by the lessee in dismantling and removing the inderdying asset, restoring the site on which it is
located or restoring the underdying asset to the condition required by the terms and conditions of the
lease. unless those costs are incurred to produce inventories. Unless the Group is reasonably certain to

obtain ownership of the leased asset at the end of the lease term, the recognized right-of-use assets are
depreciated on a straight line basis over the shorter of its estimated useful life and the lease term.



Right-of-usc asscts are subject to impainment. Eefer to the accounting policies on Impairment of
Nonfinancial Assets,

Lease habilities are measured al the present vilae ol lease payments (o be made over the lease term.
The lcase payments include fixed payments {including in substance fixed payments) less any lease
incentives recervable, variable lease payments hat depend on an index or a rate, and amounts
expected to be padd under residual value guarantees. The lease payments also include the exercise
price of a purchase option reasonably certain tobe exercised by the Group and payments of penaltics
for terminating a lease, if the lease term reflects the Group exercising the option to tenminate. The
vanable lease payments that do not depend on @n index or a rate are recognized as expense in the
peniod on which the event or condition that triggers the payment occurs.

In calculating the present value of lease paymeats, the Group uses the incremental borrowing rate
(IBR) a1 the Jewse commencement date i the inorest sate nnplicit in e leass is not scadily
determinable, After the commencement date, the amount of lease liabilities is increased to reflect the
accretion of interest and reduced for the lease pryments made. In addition, the carrying amount of
lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the in-

sulntunve lacl lesoe payients or 4 chunge in e ssscssmcul W purclzase e underlying ssscl.

The Group applics the shor-term lease recognition exemption to its short-term leases of office space.
It also applies the low-value assets recognition exemption to leases that are considered of low value,
Lewse payorents on shurt-tenmn josses and leases of lJuw-vislue assets wie secognizal as expase oo 2
straight-line basis over the lease term,

An scyuisiion ofa business (Lo an e a0 of acly iues and st s bl uf betng
conducted and managed for the purpose of providing a return directly to investors) is a business
combination. Business combinations are accounted for using the acquisition method. The acquired
identifiable tangible and intangible assets, liabi'itics and contingent liabilities are measured at their
figir valwes st the date of the scquisition. Any excess ol the seguisition cost over the net Fir value of
the identifiable assets acquired and liabilities assumed is recognized as goodwill. 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 sequirer meusures the non-coatrotling imeress in the aoyuiree either ar fuir vialue or
at the proportionate share of the acquiree's identifiable net assets.

When the Group acquires a business, it assesses the financial assets and liabilitics assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date.

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 recogrized in accordance with PAS 39 cither in profit or loss
or az a change to OCL [f the contingent consideration 15 classified as equity, it should not be
remessured until it is finally settled within equiy.

Goodwill is initially measured at cost being the excess of the aggregate of the consideration
transferred and the amount recognized for non controlling interest over the net identifinble assets
acquired and liabilives assumed. [f this consideration 1s lower than the fair vitlue of the net assets of
the subsidiary acquired. the difference is recogrized in the consolidated statement of comprehensive
income,
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After initial recognition, goodwill 1s measured it cost less any accumulated impairment losses, For
the purpose of impanment testing, goodwill acguired n a business combination is, from the
acquisition date, allocated to cach of the Group's cash-generating units (CGU) that are expected to
benefit from the combination, irespective ol waether other assets or habilities ol the acquiree are
assigned to those units. Impaiment losses relaing to goodwill cannot be reversed in future periods.
The Group performs its imparment test of goodwill at least annually,

The goodwill recognized in the Group’s consol dated statement of financial position pertains to the
acquisition of MESI and merger with AEI as disclosed in Notes 6 and 12.

Intangible Assets Other Than Goodwill

Intangible asscts acquired separately are measued on initial recognition at cost. The cost of
intangible assets acquired in o business combimtion is the fair value as at the date of acquisition.
Subseyuenly, intangible assets are nmoswad st cust less acoumulated arortizatmn and proyision fos
impairment loss, ifany. Internally generated irtangible assets, excluding capitalized development
costs, are not capitalized and expenditure is reflected in the consolidated statement of income in the
year in which the expenditure is incurred.

The estimated useful life of intangible assets is assessed as either finite or indefinite, The estimated
useful lives of intangible asscts recognized as aresult of the merger with AEI (see Note 6) are as
follows:

Number of Years
Intellectual property nghts Indefinite
Student relationship 5.7
SOTnware cost 3

The estimated useful lives of intangible assets vith finite lives are assessed at the individual asset
level. Intangible assets with finite hives are amortized over their estimated useful lives on a straight-
line basis, Perlods and method of amortization for Intangible assets with finlwe useful lbves are
reviewed annually or earlier when an indicator >f imparrment exists,

Changes in the expected useful life or the expested pattermn of consumption of future economic
benefits embodied in the asset is accounied for by changing the amortization period or method, as

appropriate, and are treated as changes in accounting estimates, The amortization expense on
intangible assets with finite lives is recognized n the conselidated statement of compechensive
income in the expense category consistent with the function of the imangible assets.

Intangible assets with indefinste usctul lives are not amortized, but are tested for impairment annually,
either individually or at the CGU level. The assesament of indefinite useful life & reviewed annually

to determine whether the idefinite useful life continues to be supportable. If not, the change in
useful life from indefinite to finite is made on a prospective basis.

A gain or loss arising from derecognition of an intangible asset is measured as the difference between
the net disposal proceeds and the carrying amount of the intangible assets and is recognized in the
consolidated statement of comprehensive incorse when the intangible asset is derecognized.

b  Nonfinansial A
Property and equipment, student relationship, right-of-use assets, and other noncirrent assets

The Group assesses as of reporting date whether there is an indication that nonfinancial assets may be
impaired, 17 any such indication exists, the Group makes an estimate of the asset's recoverable
amount. An asset’s recoverable amount is caleulated as the higher of the asset’s or CGU's fair value
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less costs to sell and its value in use and is detemined for an individual asset, unless the asset does
not generate cash inflows that are largely indep:ndent of those assets or groups of assels. Where the
carrying amount of an asset exceeds its recovenble amount, the asset is considered impaired and is
writlen down 1o its recoverable amount, In assessing value in use, the estimated future cash Hows are
discounted to their present value using a pre-ta. discount rate that reflects current market assessment
of the time value of money and the risks specific to the asset,

An assessment is made at each financaal reporting date as to whether there is an indication that
previously recognized impairment losses may no longer exist or may have decreased. If such
indication exists, the recoverable amount i1s estimated. A previously recognized impairment loss is
reversed only if there has been a change in the estimates used to determine the asset's recoverable
amount since the last impairment loss was recognized. If that is the case, the camrying amount of the
assct 15 increased 1o its recoverable amount. That increased amount cannot exceed the camying
amon Ueat would bave been deteamined, wet of depreviation and amontzation, bad o impainmens
loss been recognized for the asset in prior years  Such reversal is recognized in profit or loss unless
the asset is carned at revalued amount, in whick case the reversal is treated as revaluation increase in
OCT to the extent that it reverses a revaluation decrease of the same asset that was previously
tevopnizad i OCL Alla such reversal, U deprociation sond aosontization cunge iy adjestal o futwe
petiods to allocate the asset’s revised carrying imount, less any residual value, on a systematic basis
over its remaining uscful fife.

Glondwill and insellectal property righry
Goodwill and intellectual propesty rights are reviewed for impairment, annually or more frequently if
events or changes in circumstances indicate tha the carrying value may be impaired.

Tograloein on oodwill and inellecal propeny dlehies we dewnnined by assesslug g recoverable
amount of the cash-generating umit, to which these assets relates. Where the recoverable amount of
the cash-generating unit is less than the carrying amount, an impairment loss is recognized,
Impairment losses relating to goodwill cannot ke reversed in future periods.

Equity

The Group records common stock at par value or all shares issued and outstanding, and additional
paid-in capital for the excess of the total contnbutions recetved over the aggregate par values of the
equity shares. When the Group issues more than one class of stock, @ separiie acoount is maintained
for cach class of stock and the number of shares issued. Incremental costs incurred directly
attributable to the issuance of new shates are shown in equity 98 a deduction from proceeds, net of
tax. When any member of the Group purchase: the Group’s capital stock (treasury shares), the
consideration paid, including any attributable incremental costs, 18 deducted from equity attributable
to the Group's equity holders until the shares ae cancelled. reissued or disposed of. Where such
sharee are subsoquently sold or reizsned, any cencideration received, net of any directly atiributable
incremental transaction costs and the related tax effects, is included in equity. No gain or loss is
recognized in profit or loss on the purchase, salz, issue or cancellation of the Parent Company’s own
equity investments.

Retained eamings represent accumulated eamirgs less dividends declared and any adjustment arising
from apphcation of new accounting standards, policies or correction of ermors applied retroactively,

The individual accumulated carnings of the subsidiasier are available for dividend declaration when
these are declared as dividends by the respective subsidiaries as approved by their respective BOD or
BOT, as applicable.
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Revenue is recognized when the Group satisfies a performance obligation by transferring a prommsed
good or service to the customer, which is when the customer obtains control of the goods or service.
Revenue 1s measured based on the consideration o which the Group expects to be entitied in
exchange for transferring promised goods or sevices 1o a customer. The Group assesses its revenue
arangements against specific criteria in order to determine if it 13 acting as principal or agent. The
Group has concluded that it is acting as principal in all of its revenue arrangements.

Revenue from schools and related operations consist of the following:

Revepe from ruition and other matriculation fees
Revenue trom twtion fees and other matriculaton fees are recogmazed over ume over the

corresponding school term using the output method (e, time lapsad over the service period such as
scmestor or school yaar, depending on the currizulum registered). Upon carollment, studcnts bave
the option to pay the tuition and other matrculition fees in full or on mstallment.

Other student-related income

Other student-related income i3 recognizcd ut apoint in time when the promised goods are delivercd
1o the customer or at point in time when services has been rendered. These mainly consist of the
following:

Admission, examination and other fees
Admission, examination and other fees are recognized as income when examination has been granted
by the school and related services have been provided to the students (at peint in time).

Screrirae drcwane
Seminar income 18 recognized as income over e comresponding term or as the services are rendered
(at point in time or over time).

Miscellamoouy income
Miscellaneous income is recognized when eamzd (at point in time).

Following are contract balances relative to PFRS 15:

Receivables
A receivible represents the Giroup's right to an amonnt of conssderation that is unconditinnal
(i.c., only the passage of time is required before payment of the consideration is due).

Contract assely

A contract acset 1< the right to conaderation in exchunge for goods or serviees trinsferrad (o the
customer, 1f the Group performs by transferring goods or services 10 a customer before the payment
is due, a contract asset is recognized for the camed consideration that is conditional.

Camtract lahilities

A contract hability is the obligation to transfer goods or services to a customer for which the Group
has received consideration (or an amount of cossideration is due) from the customer. If a customer
pays consideration before the Group transfers goods or services 10 a customer, a contract liability 1s
recognized whon the payment is made or the payment is due (whichever is earlisr)  Contrace
linbilities are recognized as revenue when the Croup performs under the contract, The Group's
contract liabilitics represent the uncared income on taition fees (presented under uncamed income)
and accounts payable to students (presented under accounts payable and other current labilities) and
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will be recognized as revenue when the related educational services are rendered.  Accounts payable
to students are advance collections from students to be applied 10 the next school year or school tenn,

Costs and Expenses
The Group’s costs and expenses constitute costs of operating the business recognized in the
consolidated statement of comprehensive income as incurred,

Cast of schools and related operations

Cost of schools and related operations constitutz expenses directly related to the Group's school and
related operations which include expenses for salanes and wages of teaching and academic support
personnel, student welfare activities, and all otker student-related costs and expenses. Cost of schools
and related operations are recognized as expense when the school and related services have been
provided to the students,

General and Administrative Expenses
These expenses constitute costs of administening the business, General and administrative expenses,
except for rent expense, are recognized as incumed.

Interest and Financing Charges
Interest and financing charges, excluding capitzlizable borrowing costs, is recognized as expense in
the period in which it is incurred,

Borrowing costs are capitalized if they are direstly attributable to the acquisition or construction of &
qualifying assct. Borrowing costs consist of inkerest and other costs that the Group incurs in

connection with the borrowing of funds. Capitalization of borrowing costs commences when the
aclvides w pregree (e asset are n progress and expedies and bogrow g coss e belng lncunal

Borrowing costs arc capitalized until the assets are substantially ready for their intended use.

Retirement benelits cost iy actuarially deenninal using the projecied unit credic method. This
method considers cach period of service as giving nise to an additional unit of benefit entitlement and
measures each unit separately to build up the final obligation.

Retirement benefits cost comprises the followirg:
- Service costs
- Net inteeest on the net defined beaefit liability or asset

Service costs which include current service coss, past service costs and gains or losses on nonrouting
settlements are recognized as expense in profit or loss. Past service costs are recognized when plan
amendment or curtaalment oceurs

Net interest on the net defined benefit liability or asset 1s the change duning the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by applying
the discount rate based on high quality corporase bonds to the net defined benefit Lability or acset.
Net interest on the net defined benefit liability or asset is recognized as expense or income in profit or
loss.

Remensurements comprising actunrial gains and losses (excluding net interest on defined benetit

lisbility) are recognized immediately in other comprehensive income i the peniod in which they
anise. Remeasurements are not reclassified to profit or loss in subsequent periods.
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The net defined benefit liability or asset is the aggregate of the present value of the defined benefit
obligation at the end of the reporting period redueced by the Fair value of plan assets (if any), adjusted
for any effect of limiting o net defined benefit mset 1o the asset ceiling. The asset ceiling is the
present value ol any economic benetits avarlabk in the torm of relunds from the plan or reductions n
future contributions to the plan.

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

Income Taxes

Current tax

Current tax assets and liabilities for the current and prioc periods are measured at the amount expected
o be revovered fom or pasd w ihe laxation autsaitics. The G sates mnd s laws usad W cumpule
the amount are those that are enacted or substartially enacted at the financial reporting date,

Deferred fax
Delernved ax iy providal, using the bakance slcet Hability mcthod, on all wmpons y dilfaasces al the
financial reporting date between the tax bases of assets and liabilities and their carrying amounts for

financial reporting purposes,

Defoned wx Babliiies wie nocognlzed L wll sesbic wmponsy diffaae. Deieimad ws asses we
recogmized for all deductible temporary differeaces, net operating loss carry over (NOLCO) and
minimum corporte income tax (MCIT) to the extent that it is probable that future taxable profit will
be available against which the deductible temporary differences can be utilized. Deferred tax,
however, is ot recognized when icarises from the inital recognition of w asset or liabilivy in s
transaction that is not a business combination ad, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss.

The carrying amount of deferred ax assers is reviewed w ¢ach financisl reporting date and reduced 10
the extent that it is no longer probable that suffvient future taxable profit will be available to allow all
or part of the deferved income tax asset 1o be ut lized.

When a subsidiary 1s disposed, and said subsidury has a single asset. land, which is classified as
property and equipment camed a1 revalued amount in the consolidated financial statements, the tax
paid on disposal of the subsidiary, emanating from the difference between the cost of the land and ite
selling price, is taken 1o OCI in the consolidated statement of comprebensive income, The related tax,
c.g. capital gains tax (CGT), is netted against the reversal of deferred tax liability on revaluation
increment of land sold through sale of subsidiary.

Deferred income tax that relates to items that are recognized: (a) in other comprehensive income shall
be recognized in other comprehensive income; ind (b) directly in equity shall be recognized directly
in equity.

Deferred income tax assets and liabilities are offset if a legally enforceable right to offset current
income tax against current income tax liabilities and the deferred income tax assets and habilities

relate to income taxes kevied by the same taxation authority on either the same taxable entity or
different axable entities which intond to either wottle current income tax liabilities and aesots on = net
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basis or 1o realize the asscts and settle the liabil tics simultancously, on each future period in which
significant amounts of deferred income tax asscts and labilities are expected to be settled or
recovered. Subsidiaries operating in the Philippines file income tax retums on an individual basis.
Thus, the deferred tax assets and delerred tax Inbilities are oflset on a per entily basis,

Lesses - G l
Leases in which the Group does not transfer substantially all the nisks and benefits of ownership of
the asset are classified as operating leases. Initial direct costs incurred in negotiating an operting
lease are added to the carrying amount of the leased asset and recognized over the leased term on the
same bascs as rental income.  Rental income is recognized on a straight-line basis over the term of the
lease.

time of transactions. Foreign cumrency-denominated monetary assets and lhabilities are translated to
Philippine Peso closing rate of exchange prevadling at the reporting date. Exchange gains or losses
anising from foreign currency are charged 1o profit or loss.

Basic Earnines Per S} EPS
Basic camings per common share is computed based on weighted svermge number of issued and
owtstanding commeon shares, less treasury shares, afler giving retroactive effect for any stock
divideds., Diluted caruings per share, ifapplicable, is computad on the basis of (he weighwed avaage
number of shares outstanding during the year pus the weighted average number of ordinary shares
that would be issued on the conversion of all th: dilutive potential ordinary shares into ordinary

shares. There are no dilutive potential commor shares that would require disclosure of diluted
v nlngs por conunon shie o ahe consulidawd Muancial ssacnnsns,

The Group’s operating business arc organized ind managed separately according to the nature of
services provided, with cuch segment represent ng # sinsegic business unit that offers differend
products and serves different markets. Financial information on business segments s presented in
Note 28 1o the consolidated financial statements,

-
Provisions are recognized when (a) the Group las a present obligation (legal or constructive) as a
result of a past event, (b) it iz probable that an cutflow of aseets embodying economic benefits will be
required to settle the obligation and (¢} a reliabk estimate can be made of the amount of the
obligation, 11 the effect of the time value of meney is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that reflects current market assessment of
the time value of money and, where appropriate, the risks specific to the hability, Where discounting
is used, the increase in the provision due to the passage of time is recognized as an interest expense.

Contingent liabilitics are not recognized in the consolidated financial statements. These are disclosed
unless the possibality of an outflow of resource: embodying economic benefits 1s remote, Contingent
assets are not recognized in the consolidated firancial statements but are disclosed when an inflow of
economic benefits is probable.
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Events afler the Financial Reporting Date

Post year-end events up to the date of the auditer’s report that provide additional information abow
the Group's position at financial reporting date (adjusting ¢vent) are reflected in the consolidated
financaal statements, Any post year-end events that are nol adjusting events are disclosed when
matenal to the consolidated financial statements.

. Significant Accounting Judgments and Estimates

The preparation of the consolidated financial sttements requires management 10 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 amiving at those estimates

1o change, The effects of any changes in estimates will be reflected in the consolidated financial
sttements as they become reasonably determirabic.

Judgments and estimates are continually evalusted and are based on historical experience and other
factors, including expectations of future events that are belicved to be reasonable under the
circumstances,

Fair valuarion of land

The Group measures kand at revalued amount with changes in fair value being recognized in other
comprehensive income. The Group engaged ar Independent finm of appralsers 1o determine the fair
value as at December 31, 2021 and 2020. The key assumptions used to determine fair value are
disclosed in Note 11.

AS I DECCmDET 31, 2021 and 2020, 1he BIr vale of [ang amounted 10 ©o,400.8 miion wnd
P6.219.8 million, respectively (Note 11).

Estimation of allowance for ECL on tuition and other fees receivables

Tlse Group gencrully uses provision mauix w cedeulate ECL for wition wisd other fees ieocivables.
The provision rates are based on days past due “or groupings of vanous customer scgments that have
similar loss patterns. The provision matrix is iritially based on the Group's historical observed
default rates. The Group will then consider directly relevant forward-looking information. At every
repurting diste, the historics] observed defiule mes are updated and forward-looking Gclors specfic
1o the debtors and the economic environment ae updated to consider the impact of the coronavirus
pandemic,

The Group also apphied weights to vanous scemnios in the computation of the allowance for ECL to
incorporate impact of uncenainty due to the curent economic conditions such as the impact of the
coronavirus pandemic. The amount of ECL is sensitive to changes in circumstances and of forecast
economic conditions. The Group’s historical credit loss experience and forecast of economic
conditions may also not be representative of the customer’s actual default in the future.

Allowanes for ECL on rrinon and ather foes pecervables and related carrying valoe are diselosad in
Note 8.

Leases under PFRS 16 — Estimating the I1BR

The Group cannot readily determine the mteres: rate implicit in the lease, therefore, 1t uses IBR 10
measure lease liabilities. The IBR is the rate ofinterest that an entity would have to pay to borrow
over a similar term, and with a similar security. the funds necessary to obtain an asset of a similar
value 1o the right-of-use asset in a similar economic environment. The IBR thesefore reflects what the
entities “would have to pay’, which requires estimation when no observable rates are available (such
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as for entities that do not enter into financing trinsactions) or when they need to be adjusted to reflect
the terms and conditions of the lease (for example, when leases are not in functional currency). The
Group estimates the IBR using observable inpuls (such as market interest rates) when available and is
required 1o make certam enhity-specilic estimates (such as the stand-alone credit rating),

The Group's right-of-use assets and lease liabilties are disclosed in Note 31.

Estmation of useful fives of student relationsiiy

The Group estimates the useful lives of student relationship based on the period over which the assets
are expected to be available for use which represents the number of years that the students are expected
to stay until they graduate. The Group reviews the estimated useful lives based on factors that include
assct utthzation, intemal techmcal evaluation und anticipated use of the assets, It is possibie that tuture
results of operations could be matenally affected by changes in these estimates brought about by
changes in the aforementioned factors, A reduction in the estimated uscful lives of student relationship
would increase amortization expenses and decrease noncurrent assets.,

There s no change in the estimated useful lives of student relationship from the effectivity of the
merger. The carrying values of student refationship smounted to P43, 8 million and P78.8 million as of
December 31, 2021 and 2020, respectively (Note 6).

Impairment of nonfinancial assets

The Group ussesses impaimsent on its property and equipment, intangible assets (other than goodwill
and intellectual property rights) and noncurment assets whenever events or changes in circumstances
indicate that the carrying amount of these assets may not be recoverable. The factors that the Group
considers important which could trigger an impainment review include significant underperformance
redotive to expected hisarical or projected Futus openating reaulis, significant changes in the mannc
of use of the acquired assets or the strategy for overall business, and significant negative industry or
economic trends.

An impairment loss is recognized whenever the carrying amount of an asset exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fir value less cost to sell and value in
use. The fair value is the amount obtainable frum the sale of an asset in an arm’s length transaction

while value in usc is the present value of estimited future cash flows expected to anse from
continuing use of an assct and from its disposalat the end of its wseful life. Recoverable amounts are

estimated for individual assets or, if 1t is not possible, for the cash-generating unit to which the asset
belongs.

As 1o the Group's property and equipment, stucent relationship and noncurrent assets, no impainnent
loss was recognized, except for the allowance for impairment in value of land amounting to

P15.8 million as of December 31, 2020, and the 2021 impairment in student relationship attributable
to APEC (Notes 6, 10, 11 and 13). The impairnent in land was reversed in 2021 with the increase in

faar value based on the appraisal report obtained from SEC-aceredited independent firms of appraisers
as at December 31, 2021,

In 2021, the Group performed an impainment testing on the property and equipment and nght-of-use
assets of APEC due to the continuing losses and significant decline in number of students. In
assessing the impairment, the Group determines the recoverable amount using value in use with
detals disclosed in Note 31, There is no impairment loss recognized on these assets in 2021, The
carrying value of these nssets are disclosed in Motes 10 and 31,



220 -

Impaimment of goodwill and imtellectual property rights are assessed ot least on an annual basis. In
assessmg the impairment, the Group determines the recoverable amount using value in use with
details dischosed in Notes 6 and 12. There is nc impainnent loss recognized on these assets in 2021,
2020 and 2019, The carryving value of these assets are disclosed in Noles 6 and 12,

Estimation of pension obligations and other refremens benefits

The determination of the Group's pension cost ind labilities is dependent on the selection of certam
assumptions used in calculating such amounts. Fhosc assumptions include, among others, discount
rate and salary increase rate which were disclosed in Note 25 and 1o which the cash flows are most
sensitive to. While the Group believes that the assumptions are reasonable and appropriate,
sigmficant differences in the actual experience or significant changes in assumptions may materinlly
aftect the retirement expense and related asset or ability,

As t December 31, 2021 and 2020, the net pemston lasbilitics nmounted to P124.2 million and
P168. 1 million, respectively, while net pension assets amounted to #18.1 million and #4.7 million as
at December 31, 2021 and 2020, respectively (Note 25)

Deferred tax assets

The Group reviews the carrying amounts of deferred tax assets at each financial reporting date and
reduces deferred tax assets to the extent that it s no longer probable that sufficient future taxable
profit wall be avmlable to allow all or part of the deferred income tax asscts to be utilized. Where
there is no absolute assurance thot cach legal ertity in the Group will generute sufficiont taxable profit
to allow all or part of its deferred tax assets to be utilized, deferred tax assets are not recognized.

Deferred tax assets recognized and temporary differences on which deferred tax assets were not
resvgoicssl are disclosed in Note 20,

Provisions and contingencies

The Group is currently involved in certain legal proceedings and claims in the ordinary course of
business. The cstimote of the probable costs for the resolution of these claims has been developed in
consultation with outside counsel handling the defense in these matters and is based upon an analysis
of potential results. The ultimate disposition of these matters cannot be determined with certainty.
The Group will exhaust all legal remedics available to it in defending itself in these claims and
proceedings (Notes 14 and 31).

Business Combination and Transactions with Non-Controlling Interests

Business Combination

As disclosed in Note |, on October |, 2018, the BOD of iPeople, inc. executed 2 MOA for a proposed
Plan of Merger between iPeople, inc. and AEI with iPeople, me. as the surviving eatity with HI and
AC owning 48.18% and 33.5%, respectively. The menger would bring together the educational
groups of HI and AC.

On April 24, 2019, the SEC approved the merger between iPeople, inc. and AEL with iPeople, inc. as
the surviving entity, and to take effect five busitess working days thereatter or May 2, 2019, On saad
date. iPeople, inc. issued 295,329 976 common shares from its unissued capital stock to AC, the
parent company of AEL iPeople, inc,, being thy surviving corporation, is deemed to have acquired all
the assets and to have assumed all the liabilities of AEI in 2 business combination accounted for
urder the acquisition method, 1n exchange for he transfer of the net assets of AEI to iPeople, inc.,
iPeople, inc. issued to AC an aggregate of 295,129,976 shares with par value of P1.0 per share for a
total foar value of P3,591.21 million bazed on 1People, inc."s quoted closing rate per share as of
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May 2, 2019. The excess of the fair value of shares issued over the par value was recognized as
additional paid-in capital,

Assels acquired from AEL includes mvestments in the lollowing subssdiarses:

Subsidianes Ownership Interest
Affordable Private Education Center, Inc. doing business under the

name of APEC Schools {APEC) 100.00%,
National Teachers College doing business under the name's

and style’s of The National Teachers Colege (NTC) 99.79%
University of Nueva Caceres (UNC) 58.63%
AC College of Enterprise and Technology, Inc, (ACCET) 100.00%
LINC Institute, Inc. Doing Business under the Name

uned Style of LINC Academy (LINC) 100.00%

The purchase price allocation has been finalized The fair values of the identifiable assets and liabilities
acquired and goodwill arising as at the date of tequisition follows (amounts in thousands):

Assets
Cash and cash equivalents $1,291.500
Trade and other receivables 231,421
Orher current asscts 188,222
Land classified as property and equipment (Note 11) 2 038,085
Other property and equipment {Note 10) 725,681
Right-of-use assets (Note 31) 363,029
INICHICCTUAL Pproperty rgnis 23,103
Student relationship 116,009
Other noncurrent assets 102,717
5.579.767
Liabilities
Accounts and other pavables 319,124
Loans payable 260,000
Deferred tax habilitics 432,946
Leased habihities (Note 31) 3iq 022
Other liabilities 77815
1,464 507
Total identifiable net assets at fair value 4,115,260
Non-controlling interest (537,520)
Goodwill (Note 12) 13,472
Cost of scquisition $3,591.213

The non-controlling interests have been measured at the proportionate share of the value of the net
identifiable assets acquired and liabilities assuned.

Acquisinon-related costs meumed in 2019 were recognized as expense.
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Analysis of 2019 cash flows on acquisition follows:

Cash acquired from the subsidiarics {included in cash flows from

mvesting activibies) 1,291,500
Transaction costs of the acquisition (includ:d in cash flows from

operting activities) (7,523)
Transaction costs attributable to issnance o shares {included in cash

flows from financing activitics) (2,953)
Net cash flows on acguisition ?1.281.024

Based on the valuation performed. the Grown has identified other intangible assets such as the
intellectual property rights with mfimite life and student relationship with an estimated uscful life of 5
years to 7 years based on the contractual relationship between the school entities and its students. These
assets are atiributed trom the acquisition of operating schoots NTC, APEC and UNC.  The carrying
value and movement of student relationship as of and for the year ended December 31 follows:

. 221 2020
Cost from business combination #116,009 £116.009
Accumulated amortization:

Beginming balance (37,184) (14874)
Ameortization and impairment {Note 20a) (35.064) (22,310)
Ending balance (72,248) (37.184)
Balance at end of the vear £43.761 P78 825

Amortization amounted 1o P22 3 million in both vears In 2021 the Group recognized #12 .8 million
impairment loss on student relationship attributible o APEC due to the significant decline in students

because of the impact of coronavinus pandemic

As of December 31, 2021 and 2020, the Grroup performed impairment testing on intellectual property
nghts using the meome approach, Key assumptions used are as follows:

e Revenue projections and Jong-term growth rate (3% for 2021 and 2020), Revenue projections
based on financial budgets approved by management and considers the impact of the K to 12
Basic Education Program effective 2016 and the coronavirus pandemic. The long-term growth
rate is the expected growth rate in the education industry sector.

e Discount rates (14% to 15% for 2021 and 13% to 14% for 2020). The discount rate used for the
computation of the net present valug is the veighted average cost of capital and was determined
by reference to comparable listed companis in the educational sector,

o  Royalty rates (1% to 6% for 2021 and 2020), This is based on the publicly available information
on franchising of educational institutions in the Philippines, with consideration on the operational
risk of the involved entity.

In 2021 and 2020, management assessed that ne impainment loss should be recognized.

T i ith Non-C lling 1

On May 9, 2019, the Parent Company scquired the 281,642 shares of MEST owned by HI,
representing 7% ownership in MESI. With this acquisition, MESI became a 100%%-owned subsidiary

of the Parent Company. The P354.2 million ex:ess of the consideration pakd over the book value of
non-controlling interest acquired was recognizad in equity by debiting “Equity reserve”.
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In December 2019, the Parent Company acquirad 2,743 additional shares of UNC from various
stockholders representing 24.99% ownership in UNC. With the acguisition, the Parent Company now
owned 83.62% of UNC. The P123.8 million excess of book value of non-controlling interest
acquired over the conssderation paid was recognized in equity by crediing “Equity reserve”™.

. Cash and Cash Equivalents
This account consists of:
2021 2020
Cash on hand P2.360 P2,139
Cash in banks (Note 13) 448,853 344,874
LCash equivalents ( Note 13) LISIYIG Y198y

#1.604.129 #1.319.002

Cash in banks earn interest at the prevailing bask deposit rates. Cash equivalents have terms with
varying periods of up 1o three months depending on the immediate cash requirements of the Group
and earn interest at the prevailing short-term investment rates.

Interest income from cash in banks and cash equivalents amounted to P6.0 million, P10.7 million and
P22.6 million in 2021, 2020 and 2019, respectively (Note 22),

Roevivahloc

This account consists of:

2021 2020
Tuition and other fees 1,246,586 P1,160,745
Advances to officers and employees 21,529 21,882
Others 54,626 31,418

1,322.741 1,214,045
Allowance for ECL (289,890) (177,748)

&

Tuition and other fees receivable pertain to tuiton and other matriculation fees which are normally

collected during the school term. This also inchides receivable from Department of Education
(MepFd) amonnting 1 READ R million and 8138 R million < at December 31, 2001 and 2070

respectively, arising from the Sensor High Scheol (SHS) Voucher Program wherein qualified SHS
students are given assistance on tuition foes. These receivables are noninterest-bearing and are
genenally collectible within one vear.

Advances to ofTicers and employees consist mestly of advances subject to liquidation, interest-
bearing receivables pertaining to car loan and noninterest-bearng telephone charges, hospitalization
bill and library and printing charges. Receivabes from employees are settled through salary
deductions.  Interest income from advances to officens and employees amounted 10 80 1 million,
P0O.2 million and PO.1 million in 2021, 2020 and 2019, respectively (Note 22), These receivables are
noninterest-bearing and are generally collectibl: within one year.

AVRCATTAORRU
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The changes in allowance for ECL as at December 31 follow;

021
Tuition and
other fees Trade ithirs Total
Balance ai beginning of year P1ag, 978 P393 P3.ATT P177,748
Frovisions for the year (Note 21) 114,229 - - 114,229
Wrile-alT (28T {2087
Balance at end of year P281.120 #3,393 #5277 P29 H00
Ciross recelvahlbes 1,246,580 o P49, 662 B1301.212
2020
Tustron nod
other fees Trade Oithers Total
Balunce at beginming of vear P125,261 P1.393 o 191 Bl34. 545
Provisions for the vear (Mote 21) 48,755 48,755
Write-off {5,038] (K14} {5,852
Balance at end of yvear Bl639TH P1.393 B5.377 B|177.748
Lirges receivihles Bl 160,745 Ps452 Pa7.R18 Pl 214045
Prup:uid Expenses and Other Current Assets
2021 2020

Prepaid expenses #192.032 PY9.553

Restmicted funds (Mote 15) 34816 RN

CWT 7,298 12,676

Books inventories 5,095 3,983

Office supplies 3805 2.802

Input VAT 1,530 a7

[ihers F46.436 120,033

#391.021 B270.604

Prepaid expenses mainly include prepavments for membership fees, subscripions, amd insurance,
among others

Restricted funds significantly pertain to funds held for government and private entities and mvested in
moncy market placements exclusively for use in govermment programs such as CWTS, NSTP, for
financing of scholars of certain private entities, and for the purpose of undertaking socio-economic
studies, wnd development projects (Mota 14,

Others relate to rent deposits and other supplies. This also includes payments made on certain claims
that are under protest (Note 31).
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L0, Property and Eguipment

The rollforward anabvsis of this account follows:

2
(e
Buildings and Fursitire and  Transperlatss Conslewttin
Impruy, Lipinipm E |!|Em- ] ' Tuka
Cmai
Aafunce ai bepiuwisg ol vear [ R EEL] [ e PEATH (LN ] PRARL A
AiipEhirn i 4651% HEIH 553 TrAW 21137
szl rodirvesent | B ARE) BN - - {1, TR
Meglawsificatinns and sdjusimenis AR Suh 1 E5.934 13 H¥7N (K1.I12) ue 3T
Balance at eni of year 2 HHILISE 157719 S1.89771 1AEEEY B 6P HIZ
S i L i coll ibprie i i, misd Lt sl
I piirmens kas
Halinge i hepiwming ol vear 1A3L 000 LANERS LIk - LANT A2
Dleprecianian | Swies 1) sl 31§ [ELE T 156002 T Anlae
Dhisparialssretirvssent (IZD AR 12,123} {IZELAILH
Beclasificatiuns and sdjus (21317 1ERATT 2,408 FreiT
Bulance 45 end of year 1390058 AT M7 Th EIGLAN
Mot bk valer o coaf LRI kTN 14314 (EELN] A AUT
L il revilaed i PMase 103 : BALDHLE
Tatal P00 P436718 P13 1645058 F1184TAS]
2it)
Oifke
Manliding= and Farnrsirs Transporiine Cirredrpectinm
bmpoevgment Equipment Equipmest In Progn Tonl
Casa
Halance m beginmmg of yoar (R ESRTIEE pEIYNLYE P 451 RN (L ] PR A2
Avguisitions 02 I7T.232 il e I3 715
[aspeeasbs'relingtrend (RN - [ b
Rechesifoaninm sl adgistimenis {12508 | 14 LRIE]N] [ p ) ]
Baliir: it gl of vear 4314555 2365584 ITER] 154 50 EIRLA6
Ao ] il desperriaies, aieeiaation il
gt huis
Halance o beginnmp of yoe 1,62 507 | AR5 RET HIn LOsTATI
Dropieciatonn {Motes 20 and 21 ) FTI3E 207 %R THEL jTaAR2
Dhsprearts veline ment [ o b [ b ]
Beelmaificatinrs ani miustmints And [RALLK k2.0 §
: sr L5320 L 43u]E A 3,3u7usy
Pod] bivolt vile il vl L3R A5E R LRE L IR3RS 1654 Rl S AHASIT
Larsd EE“":!EI:'.'E pmgnis (Muie (1) $2jR3T
Tuinl [ L2 IR IRS 1 R (AN ] ]

Constriction in progress ag at December 31, 2021 and 2020 mainly includes the peneml cost of
construction of MES1 s new school building in Makati City and other direct costs (Mote 11).

Capitalized inferest expense on loans obtained o finance the construction of schoal buildings
amounted to nil and 580 million in 2021 and 2020, respectively (Notes 16 and 17).

The land and related improvements owned by MCMI with carrying value of P2.382.0 million and
£2,361.5 million as of December 31, 2021 and 2020, respectively, were used to secure the long-term
loans of MCMI as disclosed in Mote 17,

As disclosed in Note 5, the Group performed an impaimment testing of the property and cquipment

and right-of-use assets of APEC in which management assessed that there is no impairment. Details
of the impairment testing is disclosed in Note 31,
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[l. Land at Bevaluoed Amounts

This account, classified as property and equipment {see Note 1(), consisis of:

021 2020
Land at cost:
Balance at beginning of vear £4.0066,906 £5, 100,906
Land sold through sale of subsidiary - ( 1.034.000)
Balance at end of vear 4,066, 96 4, (b, B0
Provision for impairment:
Balance at hegimning of vear (15,763) (21000
Reversal dunng the year charged (o
profat or loss 15,763 5237
Balance at end of vear - (15,763}
Revaluation increment on land:
Balance at beginning of year 2,168,629 2480949
Change in revaluation mcrement 215310 01,321
Revaluation increment on land transferred o
retained eamings as a result of the sale of
subsidiary - (912.641)
Balance at end of year 2.393.939 2,168,629
Po, 400,845 P6,219.772

Land at revalued amounts consists of owner-oecupied property wherein the school buildings and
other facilities are located,

Land were appraised by SEC-accredited independent firms of appraisers to determine the revalued
amounts as at December 31, 2021 and 2020, respectively.

The valuation was derived through the market approach based upon prnices paid in actual market
transactions. This approach relies on the comparison of recent sale transactions or offerings of
similar properties which have occurred and/or offered with close proximity to the subject properties,
adjusted based on certmin elements of comparison (e location, size and road frontage),

The parcels of land were valued in terms of their highest and best use which s categorized under
Level 3 of the fwir value hierarchy.

Valuation Unohservahle Hange

Locaiton Technigues Inpusis Esed 2021 2020
: Price per square #6100 to P48 00N o
Makati and Intramuros, bMeniln  Market Approsch i #222,500 RO, 800
; . Price per square £10,412 to Pa 640 to
Cabuoyao. Logung Murket Approach i 14,042 16,200
: Price per square T50 1o Pl13,553 w0
Davao City, Davao Del Sur Market Approach mml,w " PH,!L‘ 48 30800
: Price per square F76,500 to P51,300 to
Pendacan. Metro Manila Morket Approsch i B93.500 RES 500
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Valuation Unobservable Range
Luocation Technigues Inputs Used 2021 2020
S Jose Dl Monte City, K r Price per squiase 55,510 10 PS5 A6R 1o
Bulacan Market Appeoneh b 50,993 50,993
s : Price per square PIRETY 1o B15,750 toy
Maga City, Comarmes Sur Market Approach S B2T.075 #31.050
; : Price per square FT0,837 to P03 1o
Cuinpo, Manila Morket Approsch i 130,625 133,650

MNet adjustment factors arising from external and internal factors (i.e. location, size and road frontage)
affecting the subject properties as compared to the madet listing of comparable properties, range
from -5% to +50% 1n 2021 and from -35% 1o +35% in 2020,

Significant increases (decreases) in estimated price per square meter would result in a significantly
higher (lower) fair value of the land.

In 201%, the Group recorded provision for impairment in value of #21 million on a parcel of land
charged to profit or loss [presented under "Other income (chargzes) - net] as there was no previous
revaluation increment recognized on said land. Based on the 2021 and 2020 appraisal of the same
parcel of [ond, there wag an increase in value that resulied to the reversal of the imparrment loss, The
reversal was credited to profit or loss as “Other income (charges) - net” in the 2021 and 2020
statement of comprehensive imcome,

In December 2020, MES] sold its investment in subsidiary San Lorenzo Ruiz Investment Holdings
and Services Inc. 1o HI for #1.946.6 million and pad CGT of PI26.8 million on the gain on sale.
MESI applied the £250.0 million eamest money received from HI in 2019 which was recorded as part
of 201% accounts payable (Note 15) as payment and the balance was paid in cash. The Group treated
the gale of investment as disposal of the net assets of the subsidiary which mainly represents the land
classified as property and equipment As the land 15 carned at revalued amount, prior to the sale, the
Ciroup recorded revaluation increment of #1887 million (gross of tax) to reflect the land s fair value
of #1,946.6 million equivalent to the selling price of said land. The revaluation increment (net of
tax) of #132.1 million was credited to OC1, Upon sale of the subsidiary in 2020, the Group recorded
the following:
s Reversal throngh OCI of the deferred tax liability on revaluation increment of subsidiary’s land
amcunting o P2738 million;
= Recognition of CGT on the sale of the subsidiary through CCT amounting to P126.8 million,
which 15 netled against Reversal of deferred tax liability on revaluation increment of land sold
through sale of subsidiary in the consolidated statement of comprehensive mcome; and
®  Transter of revaluation increment of the subsidiary s land accumulated in equity (net of ax)
amounting to #7858 million to retained eamings.

Since the land of the sold subsidiary was caried at revalued amount. i sccordance with the Group's

accounting policy, gain or loss on sale will not recycle 1o profit or loss but the corresponding
revaleation increment in equity is transferred 1o retained earnings,
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12, Goodwill

The goodwill recognized in the consolidated statement of financial position amounting to
B151.3 million as ot December 31, 2021 and 2020 perlams 1o the B137.8 million goodwill from

acquisition of MEST in 1999 and #1 3.5 million goodwill from the 201 9 acquisition of AE]
subsidiaries as disclosed in Note 6,

The Group performed impairment testing on goodwill ansing from acquisition of MESI wherein
MESI was considered as the CGU. No impairment testing was done on the #13.5 million goodwill as
the Group assessed it as not material to the consolidated financial statements, In 2021, 2020 and
20019, manapgement assessed that no impaimment loss should be recognized.

Key asswmpiions used In the value tn use (VIU) calculaiton

As at December 31, 2021 and 2020, the recoverable amount of the CGU has been determuned based
on a VIU caleulation using five-year cash flow projections. Key assumptions in the VIU caleulation
of the CGLE are most sensitive to the following:

&  Future revenues and revenue growth rates. Cash flow projections based on financial budgets
approved by management covering a five-vear period and considers the impact of coronavirus
pandemic, among others.

o  Long-term growth rates (4.84% for 2021 and 3.78% for 2020). The Long-term growth rate 1s the
expected growth rate in the education industry sector.

s Discount rate (11% for 2021 and 10.9% for 2020). The discount rate used for the computation of
the net present value is the weighted avemge cost of capital and was determined by reference to
Parent Company's capital structure,

Sensitivity fo changes in assumpiony
Management belicves that no reasonshly possible change in any of the above key assumptions would
cause the carrying value of goodwill to matenally exceed its recoverable amount,

13

Other Noncurrent Assets

This socount consists of:

2021 2020

Input VAT - net B39, 146 #319,563
Miscellaneous deposits 27081 20,323
Creditable withholding tax 22,714 23,059
Computer software 19,464 9.036
Books and penodicals 5,266 T47
P113.671 PI10&.027

Miscellaneous deposits include rent deposits of the Group amounting to #15.0 million and
#18.0 million as of December 31, 2021 and 2020, respectively,
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Computer software is amortized over a period of three years. The rollforwarnd analysis of computer

software follows:

2021 2020
Cost
Balance at the beginning of the year 44,025 #42,185
Addinons 15479 1,840
Balance at the end of the vear 59,504 44,025
Accumulated Amortization
Balance at the beginning of the year 34,989 32,844
Amortization (Motes 20 and 21) 4,551 2,275
Beclassifications S {1301}
Balance al the end of the vear 41,040 34,989
Net Book Value P19.464 Po.036

4. Accounts Payable and Other Current Liabilities and Unearned Income

Accounts payable and other current liabilities consists of:

2021 2020
Accounts payahle £397.869 £515.092
Accreed expenses 185,590 432,927
Funds pavable 240,628 140,415
Othier payvables 12,023 66,251

1,036,119 P1,155,585

Accounts payuble pertains to the Group’s obligation to local suppliers. Accounts payable also
includes payobles to students which are considered Contract liabilities as disclosed below.

Accrued expenses consist of:

2021 2020

Provizions (Note 31) P158. 266 P159.266
Payable to supplicrs 111,979 124 460
Accreed salaries and wages 19,222 21,661
Accrued professional foes 15,359 21,315
Accrued interest 18,057 16,5
Accried commnication oxpense R 150472
Withholding taxes and others 15,864 | 2.0603
555 and other contributions 5136 6,050
Contracted services 5,605 3.687
Accerued utilities 4311 1.224
Output VAT pavable 5,181 2,625
Insurance 3081 1,594
Dthers 18.480 44 500
P385,500 P432.027

Funds paysble includes funds received by the Group from Department of Science and Technology
(DOET), Commission on Higher Education (CHELY) and private entitics for their scholarship
programs to be granted to the Group”s students, and NSTF and CWTS fees collected from students.
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Other payables include outstanding balance on the acquisition of additional shares from UNC
amounting to ntl as of December 31, 2021 and #60.68 million as of December 31, 2020,

Accounts payable, accrued expenses, and other payables are nominterest-bearng and are expectad to
be settled within a vear after the financial reponting date. Funds pavables are noninterest-beaning and
are expected to be settled upon payout refated to the funded projects and scholarship programs.

L'mearned Income

Ungarned income amounted to #6384 million and #680.6 million as of December 31, 2021 and 20240,
respectively. This mainly includes uneared tuition fees amounting to P655.6 million and

B6T0.0 million as at December 31, 2021 and 2020, respectively.

Cemnitract Liabilities

The Group's contract liabilities represent the unexrned turtion fees (presented under unearned
income ) and accounts payable to students (presented under accounts payable). These will be
recognized as revenue when the related educational services are rendered. Accounts payable to
students are advance collections from students o be applied to the next school vear or school term.

As at December 31, 2021, contract liabilities amounted to #691 .44 million and these will be
recognized as revenue in the following vear. Contract liahilities as of January 1, 2021 amounting 1o
P708.13 million were recognized as revenue in 2021, The decrease in contract liabilities in 2021 is
msainly due o Giming of eorollment peiod o School Year 2021-2022 amd decivase in numiber of
students for certain schools,

Related Party Transactions

Related party relationships exist when the entity has the ability to control, directly or indirectly, through
ong or more intermediaries, or exercise significant influence over the entity in making financial and
operating decisions. Such relationships also exist between and/or among entities which are under
common control with the reporting entity and its key management personnel, directors or stockholders.
In considering each possible related entity relationship, attention i directed (o the substance of the
relationship and not merely the legal form,

Following are the transactions with related partics and the balonces as at December 31:
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