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 K12 Inc. Reports First Quarter Fiscal 2017 with Revenue of $229.1 Million 

Enrollments for Managed Public Schools increase 3.9% year-over-year 

 

 

HERNDON, Va.— (Business Wire) — October 26, 2016 — K12 Inc. (NYSE: LRN), a technology-based education 

company and leading provider of proprietary curriculum, software systems and educational services designed to 

facilitate individualized learning for students primarily in kindergarten through 12
th

 grade, today announced its results 

for the first fiscal quarter ended September 30, 2016. 

 

Financial Highlights for the Three Months Ended September 30, 2016 (First Quarter Fiscal Year 2017) 

 

 Revenues of $229.1 million, compared to $221.2 million in the first quarter of FY 2016.  

 Operating loss of $22.7 million, compared to an operating loss of $20.5 million in the first quarter of FY 2016. 

o The operating loss in the first quarter is due to normal seasonality of the business. 

 Net loss attributable to common stockholders of $13.8 million, compared to a net loss of $12.8 million in the 

first quarter of FY 2016.   

 Diluted net loss attributable to common stockholders per share of $0.36, compared to a diluted net loss of 

$0.34 in the first quarter of FY 2016.   

 

To supplement our financial statements presented in accordance with Generally Accepted Accounting Principles 

(GAAP), we will also be presenting adjusted operating income and adjusted EBITDA.  Management believes that 

these additional metrics provide useful information to our investors as an indicator of performance as they exclude 

non-cash stock compensation expenses.  Non-GAAP Financial Highlights for the Three Months Ended September 

30, 2016 (First Quarter Fiscal Year 2017) are as follows.  Historical information for these metrics can be found in 

Appendix A. 

 

 Adjusted operating loss of $18.0 million, compared to an adjusted operating loss of $15.9 million in the first 

quarter of FY 2016.   

 Adjusted EBITDA loss of $0.3 million, compared to an adjusted EBITDA income of $0.7 million in the first 

quarter of FY 2016.  

 

 

Comments from Management  

 

“The demand for online and blended school options continues to be strong and we are encouraged by renewed growth 

in our managed public school business” said Stuart Udell, Chief Executive Officer.  “In fiscal 2017 we are investing 

in innovative education solutions to broaden and deepen our relationships with the school boards and districts we 

serve, while delivering the best possible learning environment for students and teachers.”    

 

Liquidity 

As of September 30, 2016, the Company had cash and cash equivalents of $135.1 million, a decrease of $78.9 million 

compared to the $214.0 million reported at June 30, 2016. This decrease is largely the result of normal seasonal 

trends. 
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Capital Expenditures 

 

Capital expenditures for the three months ended September 30, 2016 were $14.0 million, a decrease of $0.2 million 

from the prior year’s first three months, and was comprised of: 

 $1.0 million for property and equipment,  

 $7.2 million for capitalized software development, and 

 $5.8 million for capitalized curriculum. 

 

Revenue and Enrollment Data 

Revenue  

The Company’s revenues are generally in three categories -- Managed Public School Programs (management, 

technology and academic support services provided to public schools), Institutional (Non-managed Public School 

Programs – curriculum, technology and other educational services where K12 does not provide primary 

administrative oversight, and Institutional Software and Services – educational software and services provided to 

school districts, public schools and other educational institutions), and Private Pay Schools and Other (private schools 

for which it charges student tuition and makes direct consumer sales) – The following table sets forth the Company’s 

revenues for the periods indicated:  

 

(1) Managed Public School Programs include schools where K12 provides substantially all of the management, 

technology and academic support services in addition to curriculum, learning systems and instructional 

services. Non-managed Public School Programs include schools where K12 provides curriculum and 

technology, and the school can also contract for instruction or other services.  Non-managed Public School 

Programs, however, do not offer primary administrative oversight.   
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Enrollment Data 

The following table sets forth average enrollment data for the periods indicated.  These figures exclude enrollments 

from classroom pilot programs and consumer programs.  

  

(1) If a school changes from a Managed Public School Programs to a Non-managed Public School Program, the 

corresponding enrollment classification would change in the period in which the contract arrangement 

changed. 

(2) Managed Public School Programs may include enrollments for which K12 receives no public funding or 

revenue. 

 

 

Revenue per Enrollment Data 

The following table sets forth revenue per average enrollment data for students in Public School Programs for the 

periods indicated. 
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Outlook 

The Company is forecasting the following for the full year, fiscal 2017:  

 Revenue in the range of $885 million to $915 million.  

 Operating income in the range of $23 million to $29 million. 

 Capital expenditures of $60 million to $65 million.  Note: Capital expenditures include the purchase of 

property and equipment, and capitalized software and curriculum development costs as defined on our 

Statement of Cash Flows. 

 Tax rate of 38% to 42%. 

 Adjusted operating income in the range of $39 million to $45 million.  

The Company is forecasting the following for the second quarter, fiscal 2017:  

 Revenue in the range of $210 million to $220 million.  

 Operating income in the range of $15 million to $18 million. 

 Capital expenditures of $14 million to $16 million.  Note: Capital expenditures include the purchase of 

property and equipment, and capitalized software and curriculum development costs as defined on our 

Statement of Cash Flows. 

 Adjusted operating income in the range of $19 million to $22 million.  
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Special Note on Forward-Looking Statements 

This press release contains certain forward-looking statements within the meaning of the Private Securities Litigation 

Reform Act of 1995. We have tried, whenever possible, to identify these forward-looking statements using words such 

as “anticipates,” “believes,” “estimates,” “continues,” “likely,” “may,” “opportunity,” “potential,” “projects,” 

“will,” “expects,” “plans,” “intends” and similar expressions to identify forward looking statements, whether in the 

negative or the affirmative. These statements reflect our current beliefs and are based upon information currently 

available to us. Accordingly, such forward-looking statements involve known and unknown risks, uncertainties and 

other factors which could cause our actual results, performance or achievements to differ materially from those 

expressed in, or implied by, such statements. These risks, uncertainties, factors and contingencies include, but are not 

limited to: reduction of per pupil funding amounts at the schools we serve; inability to achieve sufficient levels of new 

enrollments to sustain or to grow our business model; failure of the schools we serve to comply with regulations 

resulting in a loss of funding, an obligation to repay funds previously received or contractual remedies; declines or 

variations in academic performance outcomes as curriculum and testing standards evolve; harm to our reputation 

resulting from poor performance or misconduct by operators or us in any school in our industry and in any school in 

which we operate; legal and regulatory challenges from opponents of virtual public education, public charter schools 

or for-profit education companies; discrepancies in interpretation of legislation by regulatory agencies that may lead 

to payment or funding disputes; termination of our contracts with schools due to a loss of authorizing charter; failure 

to enter into new school contracts or renew existing contracts, in part or in their entirety; unsuccessful integration of 

mergers, acquisitions and joint ventures; failure to further develop, maintain and enhance our technology, products, 

services and brands; inadequate recruiting, training and retention of effective teachers and employees; infringement 

of our intellectual property;  entry of new competitors with superior competitive technologies and lower prices; 

disruptions to our Internet-based learning and delivery systems resulting from cyber-attacks; and other risks and 

uncertainties associated with our business described in the Company’s filings with the Securities and Exchange 

Commission. Although the Company believes the expectations reflected in such forward-looking statements are based 

upon reasonable assumptions, it can give no assurance that the expectations will be attained or that any deviation 

will not be material. All information in this release is as of October 26, 2016, and the Company undertakes no 

obligation to update any forward-looking statement to conform the statement to actual results or changes in the 

Company’s expectations.
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Conference Call 

 

The Company will discuss its first quarter fiscal year 2017 financial results during a conference call scheduled for 

Wednesday, October 26, 2016 at 8:30 a.m. eastern time (ET). 

 

The conference call will be webcast and available at http://public.viavid.com/index.php?id=121293.  Please access 

the web site at least 15 minutes prior to the start of the call. 

To participate in the live call, investors and analysts should dial (877) 407-4019 (domestic) or (201) 689-8337 

(international) at 8:15 a.m. (ET). No passcode is required.   

A replay of the call will be available starting on October 26, 2016 at 11:00 a.m. ET through November 26, 2016 at 

11:00 a.m. ET, at (877) 660-6853 (domestic) or (201) 612-7415 (international) using conference ID 13646409. A 

webcast replay of the call will be available at http://public.viavid.com/index.php?id=121293 for 30 days. 

 

Financial Statements  
 

The financial statements set forth below are not the complete set of K12 Inc.’s financial statements for the three 

months ended September 30, 2016, and are presented below without footnotes. Readers are encouraged to obtain and 

carefully review K12 Inc.’s Form 10-Q for the quarter ended September 30, 2016, including all financial statements 

contained therein and the footnotes thereto, filed with the SEC. The Form 10-Q may be retrieved from the SEC's 

website at www.sec.gov or from K12 Inc.’s website at www.k12.com. 

 

   

http://public.viavid.com/index.php?id=121293
http://public.viavid.com/index.php?id=121293
http://cts.businesswire.com/ct/CT?id=smartlink&url=http%3A%2F%2Fwww.sec.gov&esheet=50472356&lan=en-US&anchor=www.sec.gov&index=3&md5=c9063ddd7d4d93dc54c5e2bcce84329c
http://cts.businesswire.com/ct/CT?id=smartlink&url=http%3A%2F%2Fwww.k12.com&esheet=50472356&lan=en-US&anchor=www.k12.com&index=4&md5=556207a6285da8c33848f7106b5e6cfc
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K12 INC. 
  

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS 
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K12 INC. 
  

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  
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K12 INC. 
  

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  
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Non-GAAP Financial Measures 

To supplement our financial statements presented in accordance with Generally Accepted Accounting Principles 

(GAAP), we have presented adjusted EBITDA, and adjusted operating income. These measures are not prepared in 

accordance with GAAP.   

 

 Adjusted EBITDA is defined as net income (loss), plus net interest expense, plus income tax expense, minus 

income tax benefit, plus depreciation and amortization, non-controlling interest charges and stock 

compensation expense. Interest expense primarily consists of interest expense for capital leases and on 

customer receivables.  

 

 Adjusted operating income (loss) is defined as operating income (loss) minus stock compensation expense.   

 

 

This information should be considered as supplemental in nature and should not be considered in isolation or as a 

substitute for the related financial information prepared in accordance with GAAP. Management believes that the 

presentation of these non-GAAP measures provides useful information to investors regarding our results of 

operations because it assists both investors and management in analyzing and benchmarking the performance and 

value of our business. 

 

Adjusted EBITDA and adjusted operating income exclude stock-based compensation, which consists of expenses for 

stock options and restricted stock units.  

 

We believe adjusted EBITDA is useful to an investor in evaluating our operating performance because it is widely 

used to measure a company's operating performance without regard to items such as depreciation and amortization, 

which can vary depending upon accounting methods and the book value of assets, and to present a meaningful 

measure of corporate performance exclusive of our capital structure and the method by which assets were acquired.  

 

Management believes that the presentation of adjusted operating income (loss) also provides useful information to our 

investors and management as an indicator of our performance as it removes the change in our stock compensation 

expense.   

 

Our management uses adjusted EBITDA and adjusted operating income (loss): 

• as an additional measurement of operating performance because it assists us in comparing our performance on 

a consistent basis;  

• in presentations to the members of our Board of Directors to enable our Board to have the same measurement 

basis of operating performance as is used by management to compare our current operating results with 

corresponding prior periods and with the results of other companies in our industry; and 

• as consistent with lending covenants on our line of credit. 

 

Other companies may define these non-GAAP measures differently and, as a result, our use of these non-GAAP 

measures may not be directly comparable to adjusted EBITDA, and adjusted operating income used by other 

companies. Although we use these non-GAAP measures as financial measures to assess the performance of our 

business, the use of non-GAAP measures is limited as they include and/ or do not include certain items not included 

and/or included in the most directly comparable GAAP measure.  

 

Adjusted EBITDA and adjusted operating income (loss) should be considered in addition to, and not as a substitute 

for, operating income or loss, net income or loss, and earnings or loss per share prepared in accordance with GAAP as 
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a measure of performance.  Adjusted EBITDA is not intended to be a measure of liquidity.   

 

You are cautioned not to place undue reliance on these non-GAAP measures.  

 

A reconciliation of these non-GAAP financial measures to the most directly comparable GAAP financial measures is 

provided below. 
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Appendix 

(A) The following table is provided for reference only and is related to the new non-GAAP metrics provided in 

this release.  The table sets forth adjusted EBITDA and adjusted operating income (loss) for the four quarters 

of fiscal year 2016. 
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About K12 Inc. 

K12 Inc. (NYSE: LRN) is driving innovation and advancing the quality of education by delivering state-of-the-art, 

digital learning platforms and technology to students and school districts across the globe. K12’s award winning 

curriculum serves over 2,000 schools and school districts and has delivered millions of courses over the past decade. 

K12 is a company of educators with the nation's largest network of K-12 online school teachers, providing instruction, 

academic services, and learning solutions to public schools and districts, traditional classrooms, blended school 

programs, and directly to families. The K12
 
program is offered through K12

 
partner public schools in 33 states and 

the District of Columbia, and through school districts and public and private schools serving students in all 50 states 

and more than 100 countries.  More information can be found at K12.com. 

Source: K12 Inc. 

K12 Inc. 

Investor and Press Contact: 
Mike Kraft, 571-353-7778 

VP Finance  

mkraft@k12.com 
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