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Management’s Discussion and Analysis or Plan of Operation 
 
 

 
Financial Position: 
 

Total assets as of September 30, 2011 amounting to P4,375.4 million increased by P325.6 
million over this year’s beginning balance of P4,049.8 million.  Current assets went up by 
P295.7 million and non-current assets by P29.9 million thus the increase in total assets by P325.6 
million. 
 

Total liabilities as of September 30, 2011 amounting to P715.1 million increased by 
P223.8 million over this year’s beginning balance of P491.3 million.  The increase is mainly due 
to unearned tuition fees for the first semester. 

 
Stockholder’s equity as of September 30, 2011 amounting to P3,660.3 million increased 

by P101.8 million compared to this year’s beginning balance of P3,558.5 million.  
Comprehensive income for the first half exceeds the cash dividend paid during the same period 
of time. 
 
 
 
Results of Operation 
 
 Net income after tax for the first half is P237.02 million reflecting an increase of P94.78 
million compared to last year's P142.24 million.  Net operating (educational) income increased 
by P60.74 million while other income went up by P46.40 million.  After an income tax of P33.97 
million which increased by P12.36 million, net income after tax for the first half of this year is 
P94.78 million more than the same period last year. 
 
 
 
A Look of What Lies Ahead 
 
 

Enrollment for the first semester of school year 2011-2012 increased by 9.28% compared 
to the previous year.  The increase in enrollment is attributed to our improved facilities and new 
course offerings.  Our newly-opened branch in Makati brought in additional students and we 
expect our branch enrollment to be much bigger in the succeeding years.  

 
The 4.5% tuition fee increase for 2011-2012 is also higher than the previous year’s 3.5%.  

With the proper management of resources, we expect that operating profit will again improve 
this year.   
 

With the company’s current assets amounting to P2,510.7 million and non-current assets 
amounting to P1,864.7 million as of September 30, 2011 and with the expected net income 
during the year, the company does not foresee any cash flow or liquidity problem in the next 12 
months. The company can easily meet all its commitments including those for improvements in 
instructional and other facilities from its present reserves and from expected future earnings. 



 

 

 
For the year’s ahead, management is committed to the continuous improvement of 

academic standards.  This will be done by continuously improving curricula, strengthening 
faculty, improving services to students and providing the best educational facilities.  The 
University is confident of being a university of choice for its target market. 

 
 

Changes in Real Accounts as of September 30, 2011 compared to March 31, 2011 
         
      Increase   
  September 30, 2011  March 31, 2011  (Decrease)  % 
             

1 Cash & Cash Equivalents 531,628,734.59  381,502,287.61  150,126,446.98  39% 
         

2 Receivables - net 705,296,255.62  591,894,556.16  113,401,699.46  19% 
      

3 Available for sale 
Investments - net 

1,200,456,567.60  1,199,037,564.82  1,419,002.78  0% 

      
4 Other Current Assets 64,904,185.45  34,192,933.30  30,711,252.15  90% 
         

5 Due from a related party 365,303,887.82  394,489,203.99  (29,185,316.17)  -7% 
         

6 Available for sale 
Investments  

311,158,398.64  311,515,573.49  (357,174.85)  0% 

         
7 Investment Property 168,902,151.53  174,092,813.51  (5,190,661.98)  -3% 
         

8 Property and Equipment, net 886,814,424.25  822,147,894.12  64,666,530.13  8% 
         

9 Accounts payable & other 
current liabilities  

347,871,252.35  394,259,497.22  (46,388,244.87)  -12% 

         
10 Trust Funds 146,045,634.42  5,394,692.70  140,650,941.72  2607% 

         
11 Unearned Tuition Fees 203,522,739.40  43,944,872.49  159,577,866.91  363% 

        
12 Income Tax Payable 17,661,660.68  47,712,326.97  (30,050,666.29)  -63% 

         
13 Accumulated fair value 

gains (losses) 
32,555,134.53  20,650,844.55  11,904,289.98  58% 

         
14 Unappropriated Retained 

Earnings 
793,179,991.94  703,282,400.89  89,897,591.05  13% 

 
 
 
 
 
 



 

 

Changes in Income and Expense Items during the same period (first half) this year and last year 
         

 INCOME September 30, 2011  September 30, 2010  
Increase 

(Decrease)  % 
              

1 Tuition Fees, net 655,141,373.50  602,846,021.44  52,295,352.06  9% 
          

2 Other School Fees 20,691,633.91  18,684,020.20  2,007,613.71  11% 
         

3 Other Income 131,364,897.65  84,959,629.75  46,405,267.90  55% 
         
      Increase    
 EXPENSES September 30, 2011  September 30, 2010  (Decrease)  % 
              

1 Salaries 329,425,711.64  318,292,706.36  11,133,005.28  3% 
         

2 Employee Benefits 30,787,302.63  58,326,508.17  (27,539,205.54)  -47% 
         

3 RLE 2,866,995.00  6,392,085.00  (3,525,090.00)  -55% 
         

4 Affiliation 5,105,286.00  5,866,949.00  (761,663.00)  -13% 
         

5 Other Instructional & 
Academic Expenses 

15,448,046.45  8,701,188.63  6,746,857.82  78% 

      
6 Rentals 35,237,190.78  29,770,182.66  5,467,008.12  18% 
      

7 Other Administrative 
Expenses 

2,646,369.07  9,121,258.05  (6,474,888.98)  -71% 

         
8 Utilities 43,686,024.07  42,894,195.18  791,828.89  2% 
      

9 Janitorial Services 6,115,821.61  6,087,307.85  28,513.76  NIL 
      

10 Property Insurance 699,863.78  315,092.76  384,771.02  122%
         

11 Repairs & Maintenance, 
Buildings & Equipment 

5,952,649.82  5,204,992.68  747,657.14  14% 

         
12 Security Services 7,741,359.73  7,779,873.36  (38,513.63)  NIL 

         
13 Depreciation 33,961,775.95  29,102,784.70  4,858,991.25  17% 

         
14 Publicity and Promotions 4,670,485.60  3,912,664.31  757,821.29  19% 

         
15 Other General Expenses 7,994,066.99  3,448,139.75  4,545,927.24  132%

         
16 Professional Fee 3,280,172.40  6,925,070.24  (3,644,897.84)  -53% 

         
17 Taxes & Licenses 199,793.80  404,377.27  (204,583.47)  -51% 

         
18 Charitable Contribution 379,895.36  90,200.00  289,695.36  321%



 

 

 
Cause of Material Changes in Real Accounts as of September 30, 2011 compared to March 
31, 2011 
 
 
1. Cash and cash equivalent increased by P150.1 million due to collection of tuition for the 

summer and first semester of this school year. 
 
2. Receivables increased by P113.4 million due to new receivables from students enrolled in 

the first semester. 
 
3. Available for sale investments increased by P1.4 million due to valuation of account. 
 
4. Other current assets increased by P30.7 million due to prepaid income tax. 
 
5. Due from related party decreased by P29.2 million due to collection from Fern Realty. 
 
6. Investment Property decreased by P5.2 million due to depreciation. 
 
7. Property and Equipment increased by P64.7 million due to major repairs/renovations and 

acquisitions of new equipment. 
 
8. Accounts payable and other current liabilities decreased by P46.4 million mainly due to 

increase in accrued expenses and deposits payable.  
 
9. Trust funds increased by P140.6 million due to allocations made during the summer and the 

first semester of this school year. 
       
10. Unearned tuition fee increased by P159.6 million due to tuition fee not yet earned for the rest 

of the first semester (1 month). 
 
11. Income tax payable decreased by P3.0 million.  March 31 figure represents the amount for 

the whole year while September 30 figure represents the amount for two quarters only. 
 
12. Accumulated fair value gain increased by P11.9 million due to increase in market value of 

available for sale investments. 
 
13. Unappropriated retained earnings increased by P89.9 million due to higher comprehensive 

income for the first half of this year compared to the amount of dividends declared during 
the same period. 

 
 
 
 
 
 
 
 
 



 

 

Cause of Material  Changes  in  Income  and Expense  Items  during  the  same   period  
(First Half) this year and last year. 
 
 
 

INCOME 
 

1. Tuition fee income went up by P52.29 million due to the increase in first semester 
enrollment and in tuition fee rates. 

 
2. Other School Fees increased by P2.00 million due to the increase in the first semester 

enrollment and in rates. 
              
3. Other income increased by P46.40 million due to higher interest/investment income and 

rental income. 
 
 

EXPENSES 
 
1. Salaries and allowances increased by P11.13 million due to higher rates and new hires. 
 

2.  Employee and faculty benefits decreased by  P27.54 million due  to application of retirement 
forfeitures to retirement contribution. 

 

3.    RLE decreased by P3.52 million due to decrease in Nursing enrollment. 
 
4. Affiliation fee decreased by P.76 million due to decrease in Nursing enrollment. 
 
5. Other Instructional and academic expenses increased by P6.74 million due to: 

 
   (in million) 

Subscription   P (0.004) 
Conference and Seminar   (0.017) 
Supplies and Materials    0.150  
Printing and Binding    0.002  
Student Services    0.838  
Other Academic Expenses    5.778  

Total   P 6.747  
 
6. Rental expense increased by P5.47 million mainly due to increase in rate. 
 

7. Other administrative expenses decreased by P6.47 million due to: 
 

   (in million) 

Conference and Seminar   P (0.185) 
Supplies and Materials    (0.105) 
Printing and Binding    0.010  
Other Administrative Expenses    (6.193) 

Total   P (6.473) 



 

 

 

8.    Utilities expense increased by P.79 million due to: 
   

   (in million) 
Light and Power   P (0.819) 
Water    1.295  
Telephone    0.089  
Gasoline and Oil    0.186  
Others    0.040  

Total   P 0.791  
 

  
9.    No significant change in the cost of janitorial services. 
 
10.  Property Insurance increased by P.38 million due to timing differences. 
 
11.  Repairs and Maintenance increased by P.75 million due to the repair of our genset and 

transportation equipment. 
 
12.  No significant change in the cost of security services. 
 
13.  Depreciation increased by P4.86 million due to additional depreciable assets. 
 
14.  Publicity and Promotions increased by P.76 million due to more advertisements. 
 
15. Other General expenses increased by P4.54 million due to: 
 
 

   (in million) 

Interest and Bank Charges   P 0.109  
Other General Expenses    4.436  

Total   P 4.545  
 
16. Professional Fees decreased by P3.64 million.  Last year’s figure includes fees for 

management consultants. 
 
17. Taxes and Licenses decreased by P.20 million.  Last year’s figure includes one time zoning 

fee. 
 
18. Charitable Contribution increased by P.29 due to more donations. 
 
 
 
 
 
 
 



 

 

Top Five (5) Key Performance Indicators 
 
 
 

I.   Test of Liquidity 
 

Liquidity refers to the company’s ability to pay its short-term current liabilities as 
they fall due. This is measured by any of the following: 

 
1.   Current ratio measures the number of times that the current liabilities could be  
      paid with the available current assets (Adequate: at least 1.5:1) 
 

September 30, 2010  3.79:1 
  March 31, 2011  4.51:1 

September 30, 2011  3.51:1 
 

 
2. Quick ratio measures the number of times that the current liabilities could be 

paid with the available quick assets (Adequate: at least 1:1) 
 

September 30, 2010  3.54:1 
  March 31, 2011  4.44:1 

September 30, 2011  3.42:1 
 
 
 

II.   Test of Solvency 
 

Solvency refers to the company’s ability to pay all its debts whether such liabilities 
are current or non-current.  It is somewhat similar to liquidity, except that solvency 
involves a longer time horizon.  This is measured by any of the following: 

 
1.   Debt to equity ratio measures the amount of assets provided by the creditors    
      relative to that provided by the owner (Adequate : 100% or less) 
 

     September 30, 2010  22% 
  March 31, 2011  14%   

September 30, 2011  20% 
 

2. Debt to asset ratio measures the amount of assets provided by the creditors 
relative to the total amount of assets of the company. (Adequate: 50% or less) 

   
  September 30, 2010  18%  

March 31, 2011  12% 
September 30, 2011  16% 
 



 

 

3. Equity to asset ratio measures the amount of assets provided by the owner 
relative to the total assets of the company (Adequate: 50% or more) 

 
September 30, 2010  82% 

  March 31, 2011  88% 
September 30, 2011  84% 

 
 
III.   Test of Profitability 
 

Profitability refers to the company’s earning capacity.  It also refers to the company’s 
ability to earn a reasonable amount of income in relation to its total investment.  It is 
measured by any of the following: 

 
1.   Return on total assets measures how well management has used its assets  
      under its control to generate income (Adequate: at least equal to the  

        prevailing industry rate). 
 
      September 30, 2010    4%     (first half) 

  March 31, 2011  16%     (one year)  
  September 30, 2011    5%     (first half) 

 
2. Return on owner’s equity measures how much was earned on the owners’  
      or stockholders’ investment. (Adequate: at least equal to the prevailing  
      industry rate). 
 
   September 30, 2010    4%     (first half) 

  March 31, 2011  18%     (one year) 
  September 30, 2011    6%     (first half) 

 
3.   Earnings per share measures the net income per share.   

 
 
  September 30, 2010            P 14.50  (first half) 

  March 31, 2011    65.49  (one year)   
     September 30, 2011    24.16  (first half) 
 
 
 

IV. Product  Standard 
 

1. Teaching performance in the University is constantly being monitored to 
maintain a satisfactory level of excellence.  Various incentives are given to  
our faculty for teaching excellence.       

 
2. The Philippine Association of Colleges and Universities Commission on 

Accreditation (PACUCOA) has granted Certificates of  Level III Re-
accredited Status from April 2011 to April 2016 to: 



 

 

 
Bachelor of Arts in Mass Communications 
 

Bachelor of Science in Business Administration major in: 
   Business Economics 
   Financial Management 
   Marketing Management 
   Human Resource Development Management 
   Operations Management 
   Business Management 
   Internal Auditing 
   Legal Management 
 

Similarly, effective April 2011, PACUCOA granted a Level III Reaccredited 
Status to:   

 Bachelor of Science in Accountancy 
 Bachelor of Science in Biology 
 Bachelor of Science in Applied Mathematics with Information Technology 
 Bachelor of Science in Psychology 
 Bachelor of Science in Secondary Education 
 Bachelor of Science in Elementary Education 
 
Meanwhile, the Philippine Accrediting Association of Schools, Colleges and 
Universities (PAASCU) visited on September 16-17, 2010 and granted a level 
II Reaccredited Status to its Nursing program for another 5 years. 

 
3. Performance of FEU graduates in their respective Board Exams is generally 

better than the national passing rate with the following board placers: 
 

  CPA, May 2011    10th Place 
  CPA, 2010     6th Place 
  Architecture, 2010    7th and 10th Places 

Nursing, 2010       5th, 9th and 10th Places 
 
 
             

V. Market Acceptability 
  

  
The growth in enrollment despite difficult times and the increase in the number 
of valedictorians, salutatorians and entrance merit scholars are indications that 
FEU is one of the better choices among the various colleges and universities in 
the metropolis.  

 
 
 
 
 



 

 

Formula    
       

1  Liquidity   
      
  1 Current ratio = Current assets 
     Current Liabilities 
      
  2 Acid test ratio = Quick assets 
     Current Liabilities 
      

2  Solvency   
      
  1 Debt to Equity ratio = Total liabilities 
     Total Stockholder's Equity 
      
  2 Debt to Asset ratio = Total liabilities 
     Total assets 
      
  3 Equity to Asset ratio = Total Stockholder's Equity 
     Total assets 
      

3  Profitability   
      
  1 Return on Assets = Net Profit 
     Total assets 
      
  2 Return on Owner's Equity = Net Profit 
     Total Stockholder's Equity 
      
  3 Earning per share = Net Profit 
     Total Outstanding shares (average) 
 
 
 
 
 
 
 
 
 
 
 



 

 

Facts      
       
  (     I n     M i l l i o n     P e s o s     ) 
       
  1st Half    1st Half 
  September 30, 2010  March 31, 2011  September 30, 2011 
          
 Quick Assets 2,469.9  2,180.9  2,445.8 
 Current Assets 2,644.6  2,215.1   2,510.7 
 Non-Current Asset 1,296.6  1,834.7   1,864.7 
      Total Assets 3,941.2  4,049.8  4,375.4 
       
 Current Liabilities 697.7  491.3  715.1 
      Total Liabilities 697.7  491.3  715.1 
       
      Stockholder's Equity 3,243.5  3,558.5  3,660.3 
       
 Operating Profit 78.89  492.0  139.63 
 Other Income 84.96  237.1  131.36 
      Profit before Tax 163.85  729.1  270.99 
 Tax 21.61  86.7  33.97 
      Net Profit or Profit after Tax 142.24  642.4  237.02 
       
 Other Comprehensive Income 50.90  12.8  11.90 
      Total Comprehensive Income 193.16  655.2  248.93 
          
       
 Total Outstanding shares (average) 9,808,448  9,808,448  9,808,448 
       
 Book Value per share 330.69  362.80  373.18 
       
 Earnings per share 14.50  65.49  24.16 
       

 
 
 
 
 
 
 
 



 

 

Other Items 
 
 

1. The current economic condition may affect the sales/revenues/income from operations. 
 
2. There are no known events that will trigger direct or contingent financial obligation that 

may be material to the company.  There are also no known events that would result in 
any default or acceleration of an obligation. 

 
3. There are no material off-balance sheet transactions, arrangements, obligations 

(including contingent obligations), and other relationships of the company with 
unconsolidated entities or other persons created during the reporting period. 

 
4. There are no sales of Unregistered or Exempt Securities including Recent Issuance of 

Securities Constituting an Exempt Transaction. 
 

5. A new school site (FEU Makati Campus) was constructed and opened in June 2010 at 
the Makati area to offer business courses.  Its educational income for the first half ended 
September 30, 2011 is P22.51 million while its operating expense for the same period 
amounted to P11.70 million. 

 
6. The Board of Trustees in its meeting held on March 16, 2010, also authorized the 

Corporation to join and participate as a party/co-venturer with PHI Culinary Arts and 
Food Services Institute, Inc. to set up a Joint Venture Company (JVC) named ICF-CCE, 
Inc. for the purpose of owning and operating a culinary arts school to be named 
“ICF@FEU”.  The registration of the JVC was approved by SEC on May 7, 2010.    

 
7. There are no significant elements of income or loss from continuing operations. 

 
8. Seasonal aspects that has material effect on financial statements: 
 

There are three school terms within a fiscal year: the summer (April-May), the first 
semester (June to October) and the second semester (November  to March).  The first 
semester has the highest enrollment.  The second semester is usually at 90% of the first 
semester’s enrollment while summer is the lowest at around 33%.  The full load of a 
student during the summer is 9 units compared to 21 to 24 during the first and second 
semesters.  The tuition fee increase, if any, usually takes effect during the first semester 
of the current school year.  Thus, old rates are followed during the summer term while 
new rates are used during the first and second semesters.  Since the first quarter is from 
April to June, the resulting income for the first quarter is expected to be the lowest 
among the four quarters of the fiscal year. 
. 

 
 
 
 
 



September 2011 March 2011

 A S S E T S

Current Assets

Cash and cash equivalents P 531,628,734.59 P 381,502,287.61
Receivables - net 705,296,255.62 591,894,556.16
Financial assets at fair value through profit or loss 8,456,380.53 8,456,380.53
Available-for-sale investments - net 1,200,456,567.60 1,199,037,564.82
Other current assets 64,904,185.45 34,192,933.30

      Total Current Assets 2,510,742,123.79 2,215,083,722.42

Noncurrent Assets

Due from a related party 365,303,887.82 394,489,203.99
Available-for-sale investments 311,158,398.64 311,515,573.49
Investments in subsidiaries and an associate 121,313,488.94 121,313,488.94
Investment property , net 168,902,151.53 174,092,813.51
Property and equipment, net 886,814,424.25 822,147,894.12
Deferred tax assets - net 7,250,042.01 7,250,042.01
Other non-current assets 3,929,796.34 3,929,796.34

      Total Noncurrent Assets 1,864,672,189.53 1,834,738,812.40

TOTAL ASSETS P 4,375,414,313.32 P 4,049,822,534.82

               LIABILITIES & EQUITY

Current Liabilities
Accounts payable & other current liabilities P 347,871,252.35 P 394,259,497.22
Trust funds 146,045,634.42 5,394,692.70
Unearned tuition fees 203,522,739.40 43,944,872.49
Income tax payable 17,661,660.68 47,712,326.97

     Total Current Liabilities 715,101,286.85 491,311,389.38

Equity
Capital Stock 984,577,900.00 984,577,900.00
Treasury stock (3,733,100.00) (3,733,100.00)
Accumulated fair value gains (losses) 32,555,134.53 20,650,844.55
Retained Earnings
    Appropriated retained earnings 1,853,733,100.00 1,853,733,100.00
    Unappropriated retained earnings 793,179,991.94 703,282,400.89

      Total Equity 3,660,313,026.47 3,558,511,145.44

TOTAL LIABILITIES AND EQUITY P 4,375,414,313.32 P 4,049,822,534.82

THE FAR EASTERN UNIVERSITY, INCORPORATED

STATEMENTS OF FINANCIAL POSITION
September 30, 2011

(With comparative figures for  March 31, 2011)



                                                             

July to July to April to April to 
September 2011 September 2010 September 2011 September 2010

EDUCATIONAL REVENUES
Tuition Fees - net P 429,760,470.82 P 381,485,826.53 P 655,141,373.50 P 602,846,021.44
Other school  fees 11,839,929.11 10,396,266.00 20,691,633.91 18,684,020.20

441,600,399.93 391,882,092.53 675,833,007.41 621,530,041.64

OPERATING EXPENSES  ( Schedule 1 ) 295,936,682.03 314,474,451.17 536,198,810.68 542,635,575.97

OPERATING INCOME 145,663,717.90 77,407,641.36 139,634,196.73 78,894,465.67

OTHER INCOME
Finance Income 62,268,099.80 37,315,985.92 94,382,484.35 64,939,293.85
Rental 17,415,548.96 8,677,267.31 32,309,208.17 17,132,204.27
Finance Costs 0.00 361,283.82 (412,758.54) 361,283.82
Others 3,569,783.16 1,667,414.54 5,085,963.77 2,526,847.81

83,253,431.92 48,021,951.59 131,364,897.75 84,959,629.75

INCOME BEFORE TAX 228,917,149.82 125,429,592.95 270,999,094.48 163,854,095.42

TAX EXPENSE
Provision for Income Tax 16,664,905.00 8,935,321.50 17,661,661.01 10,278,194.14
Tax Expense - Final Tax 10,993,105.25 7,683,967.63 16,313,122.32 11,328,784.90

27,658,010.25 16,619,289.13 33,974,783.33 21,606,979.04

NET INCOME 201,259,139.57 108,810,303.82 237,024,311.15 142,247,116.38

OTHER COMPREHENSIVE INCOME
Fair value gains (losses) (7,985,378.83) 44,057,257.74 11,904,289.98 50,915,791.59
Reclassification to profit or loss 0.00 0.00 0.00 0.00

(7,985,378.83) 44,057,257.74 11,904,289.98 50,915,791.59

TOTAL COMPREHENSIVE INCOME P 193,273,760.74 P 152,867,561.56 P 248,928,601.13 P 193,162,907.97

EARNINGS PER SHARE

Basic and Diluted P 20.52 P 11.09 P 24.17 14.50

THE FAR EASTERN UNIVERSITY, INCORPORATED

STATEMENTS OF COMPREHENSIVE INCOME
For the six-month period ended September 30, 2011 & 2010



September 2011 September 2010

CAPITAL STOCK - P100 par value  P 984,577,900.00 P 984,577,900.00  

TREASURY STOCK - at cost ( 37,331 shares ) (3,733,100.00) (3,733,100.00)

ACCUMULATED FAIR VALUE GAINS (LOSSES)
                Balance at beginning of year 20,650,844.55 7,857,561.92
                Fair Value gains (losses) for the year 11,904,289.98 50,915,791.59

32,555,134.53 58,773,353.51

RETAINED EARNINGS
  APPROPRIATED 
   Balance at beginning of year 1,853,733,100.00 1,675,099,016.73
   Appropriations 0.00 0.00
   Reversal for Appropriations 0.00 0.00
   Balance at end  of period 1,853,733,100.00 1,675,099,016.73

  UNAPPROPRIATED 
   Balance at beginning of year 703,282,400.89 533,739,031.01
   Net  Income 237,024,311.05 142,247,116.38
   Cash dividends (147,126,720.00) (147,126,720.00)
   Balance at end  of period 793,179,991.94 528,859,427.39

  Total Retained Earnings 2,646,913,091.94 2,203,958,444.12

TOTAL EQUITY P 3,660,313,026.47 P 3,243,576,597.63

THE  FAR EASTERN UNIVERSITY, INCORPORATED

STATEMENTS OF CHANGES IN EQUITY
For the six-month period ended September 30, 2011 & 2010



September  2011 September  2010

CASH FLOWS FROM OPERATING ACTIVITIES

Income before  tax P 270,999,094.38 P 163,854,095.42
Adjustments for:
     Interest Income (94,382,484.25) (61,072,154.06)
     Depreciation and amortization 33,961,775.95 29,102,784.70
     Unrealized foreign exchange losses (gains) 412,758.54 (1,253,503.34)

Operating income before working capital changes 210,991,144.62 130,631,222.72
     
      Decrease (increase) in  receivables (158,063,536.02) (131,349,794.27)
      Decrease (increase) in  Other assets (30,711,252.15) (39,833,300.95)
      Increase (decrease) in  accounts payable & other current liabilities (46,388,244.87) (75,632,633.07)
      Increase (decrease) in  unearned tuition fee 159,577,866.91 187,502,962.20
      Increase (decrease) in trust funds 140,650,941.72 121,222,297.19

Cash generated from (used in) operations 276,056,920.21 192,540,753.82
Income taxes paid (47,712,327.30) (45,878,467.20)

Net cash from operating activities 228,344,592.91 146,662,286.62

CASH FLOWS FROM INVESTING ACTIVITIES

Decrease (Increase) in loans receivable 44,661,836.56 271,597,721.92
Decrease (Increase) in available-for-sale investments 10,842,462.05 (264,757,869.93)
Acquisitions of  property and equipment and investment property (93,437,644.10) (111,414,797.33)
Decrease  in held-to-maturity investments 0.00 20,000,000.00
Decrease (Increase) in due from related party 29,185,316.17 0.00
Decrease (Increase) in other non-current assets 0.00 (1,164,590.00)
Interest Received 78,069,361.93 49,743,369.16

Net cash provided by (used in) investing activities 69,321,332.61 (35,996,166.18)

CASH FLOWS FROM FINANCING ACTIVITIES

Dividends paid (147,126,720.00) (147,126,720.00)

Effect of exchange rate changes in cash 
     and cash equivalents (412,758.54) 1,253,503.34

NET INCREASE (DECREASE) IN CASH AND
     CASH EQUIVALENTS 150,126,446.98 (35,207,096.22)

CASH AND CASH EQUIVALENTS 
     AT BEGINNING OF YEAR 381,502,287.61 427,163,214.85

CASH AND CASH EQUIVALENTS 
     AT END OF PERIOD P 531,628,734.59 P 391,956,118.63

THE FAR EASTERN UNIVERSITY, INCORPORATED

STATEMENTS OF CASH FLOWS
For the six-month period ended September 30, 2011



July to July to April to April to
September 2011 September 2010 September 2011 September 2010

Instructional and Academic
Salaries and allowances 153,034,881.43 P 157,330,372.44 268,531,544.80 P 259,931,158.44
Employees benefits 14,142,288.72 27,525,349.02 23,650,931.25 45,452,257.69
RLE 1,771,495.00 3,510,885.00 2,866,995.00 6,392,085.00
Affiliation 1,641,308.00 3,173,578.00 5,105,286.00 5,866,949.00
O t h e r s 5,874,418.55 4,732,893.88 15,448,046.45 8,701,188.63

176,464,391.70 196,273,078.34 315,602,803.50 326,343,638.76

Administrative
Salaries and allowances 23,400,983.92 23,613,786.79 48,488,138.00 47,067,642.10
Rentals 18,591,017.28 15,046,544.08 35,237,190.78 29,770,182.66
Employees benefits 3,424,301.84 5,553,632.60 5,422,418.44 10,301,389.94
O t h e r s 1,072,205.45 3,848,488.25 2,646,369.07 9,121,258.05

46,488,508.49 48,062,451.72 91,794,116.29 96,260,472.75

Maintenance and Plant Operation
Utilities 28,099,476.83 27,958,912.32 43,686,024.07 42,894,195.18
Salaries and allowances 6,195,269.85 5,737,363.55 12,406,028.84 11,293,905.82
Janitorial services 4,465,781.95 3,857,345.86 6,115,821.61 6,087,307.85
Employees benefits 1,083,587.19 1,345,403.84 1,713,952.94 2,572,860.54
Repairs and maintenance
     Buildings and equipments 2,810,069.44 3,347,257.93 5,952,649.82 5,204,992.68
Property insurance 51,218.11 221,363.82 699,863.78 315,092.76

42,705,403.37 42,467,647.32 70,574,341.06 68,368,354.83

General 
Depreciation 17,168,091.83 14,964,857.56 33,961,775.95 29,102,784.70
Security services 3,314,808.29 3,984,577.78 7,741,359.73 7,779,873.36
Publicity and promotions 2,219,660.85 1,979,413.30 4,670,485.60 3,912,664.31
Professional Fee 2,637,496.40 4,844,335.79 3,280,172.40 6,925,070.24
Charitable contribution 58,000.00 65,000.00 379,895.36 90,200.00
Taxes and licenses 13,918.12 27,453.35 199,793.80 404,377.27
O t h e r s 4,866,402.98 1,805,636.01 7,994,066.99 3,448,139.75

30,278,378.47 27,671,273.79 58,227,549.83 51,663,109.63

295,936,682.03 P 314,474,451.17 536,198,810.68 P 542,635,575.97

Schedule 1

THE FAR EASTERN UNIVERSITY, INCORPORATED

Schedule of Operating/Educational Expenses
For the six-month period ended September 30, 2011 & 2010



THE FAR EASTERN UNIVERSITY, INCORPORATED
Aging of Accounts Receivable
As of September 30, 2011

Past due accounts
Total 1 to 6 months 7 mos. To 1 year One year or more & items in litigation

Type of Accounts receivable

Non - Trade Receivables

1 . Official and Personal 15,226,616.32     15,226,616.32     Not Applicable

2 . SSS Sickness Benefit 127,188.55          127,188.55          "

3 . FERN College 1,426,010.38       698,745.08          442,063.22          285,202.08          "

4 . NRMF 570,452.54          570,452.54          "

5 . PLDT Program (11,399.97) (11,399.97)           

6 . Engineering / East Asia 2,423,099.96 2,423,099.96       "

7 . BPAP ADEPT 15,450.00            15,450.00            "

8 . FEU Silang 6,533,453.36       3,201,392.15       2,025,370.54       1,306,690.67       "

9 . FERN Realty 134,700,312.40   66,003,153.08     41,757,096.84     26,940,062.48     "

10 . ICF-CCE, Inc. 23,750,000.00     23,750,000.00     "

11 . Alphaland, Corp. 190,000.00          93,100.00            58,900.00            38,000.00            "

Total 184,951,183.54   109,674,697.75 46,706,530.56   28,569,955.23   



 

 

FAR EASTERN UNIVERSITY 
Notes to Financial Statements 

September 30, 2011 
 
 
1. The interim Financial Statements are in compliance with the generally accepted 

accounting principles. 
 
2. The same accounting policies and methods of computation are followed in the interim 

financial statements as compared with the most recent annual financial statements. 
 

3. There are no items affecting assets, liabilities, equity, net income, or cash flows that are 
unusual because of their nature, size or incidents. 

 

4. No significant changes in estimates of amounts reported in prior interim periods or in 
prior financial years that have a material effect in the current interim period have been 
noted. 

 
5. There are no issuances, repurchases, and repayments of debt and equity securities. 

 
6. On June 21, 2011, a cash dividend of P15.00 per share has been declared to all 

stockholders on record as of July 06, 2011.  There were 9,808,448 outstanding shares 
and a total of P147,126,720.00 was paid on July 20, 2011. 

 
7. The Board of Trustees at its meeting held on July 19, 2011 approved and resolved that 

the authorized capital stock of the Corporation, be increased from P1,000,000,000.00 
(10,000,000 shares) to P2,000,000,000.00 (20,000,000 shares).  This was ratified by 
stockholders representing at least ⅔ of FEU’s total outstanding shares during FEU’s 
annual stockholders’ meeting on August 27, 2011 and was subsequently approved by 
the Securities and Exchange Commission on November 2, 2011. 

 
A 40% stock dividend was also declared and approved by the FEU Board of Trustees 
on July 19, 2011 and was, likewise, ratified by stockholders representing at least  ⅔ of 
FEU’s total outstanding shares during FEU’s annual stockholders’ meeting on August 
27, 2011, subject to final approval of the increase in FEU’s authorized capital stock 
from P1,000,000,000.00 to P2,000,000,000.00 by the Securities and Exchange 
Commission. 

 
8. The Board of Trustees at its meeting held on October 18, 2011 approved and resolved 

that Far Eastern University Inc. (FEU) shall increase its subscription in Far Eastern 
College Silang Inc. (FEC) from P25,000,000.00 to P51,000,000.00 

 
9. There are no changes in composition of the issuer during the interim period, including 

business combinations, acquisitions or disposal of subsidiaries and long-term 
investments, restructurings, and discontinuing operations. 



 

 

 
10. There are no changes in contingent liabilities or contingent assets since the last annual 

balance sheet date. 
 

11. Currently, the University’s financial instruments are categorized as follows: 
 

a) Financial Assets at FVTPL 
 
This category includes financial assets that are either classified as held for trading 
or that meet certain conditions and are designated by the entity to be carried at 
FVTPL upon initial recognition.  All derivatives fall into this category, except for 
those designated and effective as hedging instruments.  Assets in this category are 
classified as current if they are either held for trading or are expected to be realized 
within 12 months from the end of the reporting period. 
 
Financial assets at FVTPL are measured at fair value, and changes therein are 
recognized in profit or loss.  Financial assets (except derivatives and financial 
instruments originally designated as financial assets at FVTPL) may be reclassified 
out of FVTPL category if they are no longer held for the purpose of being sold or 
repurchased in the near term. 
 
The University has derivative assets (including embedded derivatives), included 
under this category, that are presented as Financial Assets at Fair Value through 
Profit or Loss  account in 2011 statement of financial position. 
 
The University uses derivative financial instruments to manage its risks associated 
with fluctuations in foreign currency.  Such derivative financial instruments are 
initially recognized at fair value on the date on which the derivative contract is 
entered into and are subsequently remeasured at fair value.  Derivatives are carried 
as assets when the fair value is positive and as liabilities when the fair value is 
negative. 
 
The University’s derivative instruments provide economic hedges under the 
University’s policies but are not designated as accounting hedges.  Consequently, 
any gains or losses arising from changes in fair value are taken directly to profit or 
loss for the period. 
 
The University’s embedded derivative instruments consist of cross currency swaps 
embedded in its AFS investments. 

 
b) Loans and Receivables 

 
Loans and receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market.  They arise when the University 
provides money, goods or services directly to a debtor with no intention of trading 
the receivables.  They are included in current assets when their maturity is within 12 
months after the reporting period. 
 



 

 

Loans and receivables are subsequently measured at amortized cost using the 
effective interest method, less any impairment loss.  Any change in their value is 
recognized in profit or loss.  Impairment loss is provided when there is objective 
evidence that the University will not be able to collect all amounts due to it in 
accordance with the original terms of the receivables.  The amount of the 
impairment loss is determined as the difference between the assets carrying amount 
and the present value of estimated cash flows. 
 
The University’s financial assets categorized as loans and receivables are presented 
as Cash and Cash Equivalents, Receivables, Due from a Related Party and Other 
Current Assets to the extent of the restricted cash and cash equivalents included 
therein, in the statement of financial positions. 
 
Cash and cash equivalents are defined as cash on hand, demand deposits and short-
term, highly liquid investments readily convertible to known amounts of cash and 
which are subject to insignificant risk of changes in value. 
 

c) HTM Investments 
 
The category includes non-derivative financial assets with fixed or determinable 
payments and a fixed date of maturity that the University has the positive intention 
and ability to hold to maturity.  Investments intended to be held for an undefined 
period are not included in this classification.  HTM investments are included in 
non-current assets in the statement of financial position, except those maturing 
within 12 months from the end of the reporting period, which are presented as part 
of current assets.  Subsequent to initial recognition, the investments are measured at 
amortized cost using the effective interest method, less impairment losses, if any.  
Impairment lost, which is the difference between the carrying value and the present 
value of estimated cash flows of the investment, is recognized when there is 
objective evidence that the investment has been impaired.  Any changes to the 
carrying amount of the investment, including impairment loss, are recognized in 
profit or loss. 
 

d) AFS Financial Assets 
 
This category includes non-derivative financial assets that are either designated to 
this category or do not qualify for inclusion in any of the other categories of 
financial assets.  They are included in non-current assets under the Available-for-
sale Investments account in the statement of financial position unless management 
intends to dispose of the investment within 12 months from the end of the reporting 
period. 
 
All AFS financial assets are measured in fair value, unless otherwise disclosed, with 
changes in value recognized in other comprehensive income, net of any effects 
arising from income taxes.  When the asset is disposed of or is determined to be 
impaired the cumulative gain or loss recognized in other comprehensive income  is 
reclassified from revaluation reserve to profit or loss and presented as a 
reclassification adjustment within other comprehensive income. 



 

 

 
Reversal of impairment loss is recognized in other comprehensive income, except 
for financial assets that are debt securities which are recognized in profit or loss 
only if the reversal can be objectively related to an event occurring after the 
impairment loss was recognized. 

 

12. The Company does not have any investment in foreign securities. 
 
 
13. Risk Management Objectives and Policies 
 

The University is exposed to certain financial risks in relation to financial instruments.  
Its main purpose for its dealings in financial instruments is to fund operational and 
capital expenditures.  The BOT has overall responsibility for the establishment and 
oversight of the University’s risk management framework.  It has a risk management 
committee headed by an independent trustee that is responsible for developing and 
monitoring the University’s policies, which address risk management areas. 
 
Management is responsible for monitoring compliance with the University’s risk 
management policies and procedures and for reviewing the adequacy of these policies in 
relation to the risks faced by the University. 
 
The University does not engage in trading of financial assets for speculative purposes 
nor does it write options.  The most significant financial risks to which the University is 
exposed to are described below. 
 
a) Interest Rate Sensitivity 

 
The University’s exposure to interest rate risk arises from interest-bearing financial 
instruments which are subject to variable interest rates.  All other financial assets 
and liabilities have fixed rates. 
   

b) Credit Risk 
 

Credit risk represents the loss the University would incur if the counterparty failed 
to perform under its contractual obligations.  The University’s exposure to credit 
risk on its receivables related primarily to the inability of the debtors to pay and 
students to fully settle the unpaid balance of tuition fees and other charges which 
are owed to the University based on installment payment schemes.  The University 
has established controls and procedures in its credit policy to determine and to 
monitor the credit worthiness of the students based on relevant factors.  
 
The University neither has any significant exposure to any individual customer or 
counterparty nor does it have any other concentration of credit risk arising from 
counterparties in similar business activities, geographic region or economic parties.  
It has, however, a significant amount of loans to FRC which are not considered high 
risk considering that FRC is a subsidiary of the University.  With respect to credit 
risk arising from cash and cash equivalents, receivables, due from a related party, 



 

 

AFS investments and HTM investments, the University’s exposure to credit risk 
arises from default of the counterparty, with maximum exposure equal to the 
carrying amount of these instruments. 
 

c) Liquidity Risk 
 

The University manages liquidity risk by maintaining a balance between continuity 
of funding and flexibility.  Treasury controls and procedures are in place to ensure 
that sufficient cash is maintained to cover daily operational and working capital 
requirements.  Management closely monitors the University’s future and contingent 
obligations and ensures that future cash collections are sufficient to meet them in 
accordance with internal policies.  The University invests in cash placements when 
excess cash is obtained from operations. 
 
Financial liabilities of the University at the end of the reporting period comprise of 
Accounts Payable and Other Liabilities which are all short-term in nature and have 
contractual maturities of less than 12 months. 
 

d) Other Price Risk Sensitivity 
 

The University’s exposure to price risk arises from its investments in equity and 
debt securities, which are classified as AFS Investments in the statements of 
financial position. 
 
Management monitors its equity and debt securities in its investments portfolio 
based on market indices.  Material investments within the portfolio are managed on 
an individual basis. 

 
AFS investments consist of publicly listed equity securities and government 
securities which are carried at fair value and non-listed equity securities for which 
no fair value information is available and that are therefore carried at cost. 
 

 

14. Capital Management Objectives, Policies and Procedures 

 

The University aims to provide returns on equity to shareholders while managing 
operational and strategic objectives.  The University manages its capital structure and 
makes adjustments to it, in the light of changes in economic conditions.  To maintain or 
adjust capital structure, the University may adjust the dividend payment to shareholders, 
return to capital shareholders or issue new shares. 

The University defines capital as paid-in capital stock and retained earnings, both 
appropriated and unappropriated.  Other components of equity such as treasury stock and 
revaluation reserves are excluded from capital for purposes of capital management.  The 
BOT has overall responsibility for monitoring of capital in proportion to risks.  Profiles 
for capital ratios are set in the light of changes in the University’s external environment 
and the risks underlying the University’s business, operation and industry. 
 



 

 

The University monitors capital on the basis of debt-to-equity ratio, which is calculated 
as total debt divided by total equity. 
 

The University is not subject to any externally-imposed capital requirements. 
 

There was no change in the University’s approach to capital management during the 
year. 


