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Software Infrastructure Technology

Ticker  (in MM except per share and ratios) TWOU  (US:NASDAQ)

Price (12/13/2018) $60.29

52-Week Range: $50.25-98.08

Shares Outstanding: 57.7

Market Cap: 3,476.5

Forward Dividend / Yield: N/A

LT Debt: $0.0

ROE: 16.20%

P/E (TTM) -81.51x

EPS (TTM) -0.74x

EV / Revenue (TTM) 7.92x

EV / EBITDA (TTM) 293.94x

Leverage (TTM) 0.00x

Coverage (TTM) N/A

Last Reporting Date: 11/5/2018

Executive Summary

Figure 1:   Company Details



Price Performance

Figure 3:   YTD Performance and 1-Month Moving Pearson R Correlation

Figure 2:   YTD Beta and YTD Pearson R Correlation to Indices
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Investor (09/30/2018) % O/S Pos Chg % Pos Chg

Wellington Management 13.35 184,122 2.44

Fidelity Management & Research 8.72 349,860 7.44

The Vanguard Group 8.31 184,555 3.99

Franklin Advisers 7.19 761,627 22.40

Baron Capital Management 4.60 143,883 5.71

BlackRock Institutional Trust Company 3.77 79,622 3.78

Gilder Gagnon Howe & Co 3.64 -32,706 -1.53

First Trust Advisors 3.12 269,559 17.50

TimesSquare Capital Management 3.03 415,055 31.02

AllianceBernstein 2.57 -6,897 -0.46

Institutional Ownership
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Figure 5:   Investor Style as % of Owned Shares Outstanding

Figure 4:   Institutional Activity for Top 10 Biggest Positions
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Industry & Operations
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Figure 6:   Simmons College Financials

(in thousands, FY ending June 30) 2016 2017 2018

Online Revenue Tuition and Fees 45,013 65,605 77,720

Partner Share of Online Revenues 30,568 44,187 51,869

2U Implied Take Rate 67.9% 67.4% 66.7%

2U Revenues 30,568 44,187 51,869

Expenses 20,079 29,025 34,071

EBITDA 10,489 15,162 17,798

EBITDA Margin 34.3% 34.3% 34.3%

Simmons College Revenues 14,445 21,418 25,851

Expenses 8,173 12,118 14,626

Surplus to Simmons 6,272 9,300 11,225

Surplus Margin 43.4% 43.4% 43.4%
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Figure 7:   2U Marketing & Sales Expense (in millions)
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Questionable Management

Figure 8:   Net Insider Transactions (2014 - Present)
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Figure 9:   Insider Transactions (in millions)

Insider Title

Net Change 

($MM)

Current 

Holdings

Current

% O/S Rationale

Moe (Michael T) Director -47.21 9,559 0.02 VC exit (GSV Capital)

Paucek (Christopher J) CEO -42.78 530,191 0.92 Offloading shares

Larson (JohnM) Director -25.76 113,428 0.03 Offloading shares

Katzman (John S) B. Owner* -10.70 N/A N/A Founder, quit to make competitor

Cohen (Robert L) Officer -9.17 N/A N/A Retired from COO position

Haley (Timothy M) Director -7.35 65,006 0.01 VC exit (Redpoint Ventures)

Kenigsberg James CTO -5.06 50,380 0.09 Offloading shares

Chernis (Mark J) COO -4.27 33,602 0.06 Offloading shares

Rinehart Jeff C Officer -2.40 38,295 0.07 CMO, left company

Mokkarala (Harsha) Officer -1.54 40,661 0.07 Offloading shares

Graham (Catherine A) CFO -0.96 73,837 0.13 Offloading shares

Lewis Earl Director -0.89 7,880 0.01 Offloading shares

Cates (Susan E) COO -0.07 37,126 0.06 COO, resigned after 17 months

Papa (Andrea) Officer -0.03 11,043 0.02 Offloading shares

Current Leadership

Gabriel Bustamante Cathy Graham James Kenigsberg Christopher Paucek
EVP of Global Sales & Admissions CFO CTO CEO

Mark Chernis Rani Hammond Harsha Mokkarala David Sutphen
COO Chief People Officer Chief Revenue Officer Chief Strategy and Engagement Officer

Todd Glassman Andrew Hermalyn Matt Norden
Co-General Counsel 2UGrad President Co-General Counsel
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(in thousands) 3Q17 4Q17 1Q18 2Q18 3Q18

Short Course Revenue 4,326 11,994 11,729 16,214 17,244

Curriculum & Teaching Expense 1,792 4,817 4,307 6,007 6,351

Gross Profit 2,534 7,177 7,422 10,207 10,893

Gross Margin 58.6% 59.8% 63.3% 63.0% 63.2%

Sell-Side Market Expectations

Figure 10:   GetSmarter P&L



Appendix



2U Income Statement (2013-2015)

2U, Inc. Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

(in thousands, except share and per share) 3/31/2013 6/30/2013 9/30/2013 12/31/2013 2013 3/31/2014 6/30/2014 9/30/2014 12/31/2014 2014 3/31/2015 6/30/2015 9/30/2015 12/31/2015 2015

Income Statement

Net Sales 19,134 18,691 20,499 24,803 83,127 26,332 24,744 28,407 30,756 110,239 34,612 35,238 37,092 43,252 150,194

Graduate Program Segment 19,134 18,691 20,499 24,803 83,127 26,332 24,744 28,407 30,756 110,239 34,612 35,238 37,092 43,252 150,194

Short Course Segment

Revenue Growth YoY 37.6% 32.4% 38.6% 24.0% 32.6% 31.4% 42.4% 30.6% 40.6% 36.2%

Revenue Growth QoQ -2.3% 9.7% 21.0% 6.2% -6.0% 14.8% 8.3% 12.5% 1.8% 5.3% 16.6%

Curriculum & Teaching

Servicing & Support 5,018 5,656 5,842 6,202 22,718 6,248 7,000 6,598 7,012 26,858 7,550 7,903 7,845 8,749 32,047

Technology & Content Development 3,235 4,596 5,113 6,528 19,472 5,674 5,818 5,726 5,403 22,621 6,134 6,466 7,082 7,529 27,211

Cost of Sales 8,253 10,252 10,955 12,730 42,190 11,922 12,818 12,324 12,415 49,479 13,684 14,369 14,927 16,278 59,258

% of Sales 43.1% 54.8% 53.4% 51.3% 50.8% 45.3% 51.8% 43.4% 40.4% 44.9% 39.5% 40.8% 40.2% 37.6% 39.5%

Gross Profit 10,881 8,439 9,544 12,073 40,937 14,410 11,926 16,083 18,341 60,760 20,928 20,869 22,165 26,974 90,936

Gross Margin 56.9% 45.2% 46.6% 48.7% 49.2% 54.7% 48.2% 56.6% 59.6% 55.1% 60.5% 59.2% 59.8% 62.4% 60.5%

Marketing & Sales 11,770 13,695 15,412 13,226 54,103 15,241 16,710 16,971 16,296 65,218 19,587 21,526 21,567 20,231 82,911

General & Administrative 2,871 3,654 4,269 4,046 14,840 5,436 5,708 6,303 5,973 23,420 6,711 8,871 8,477 10,064 34,123

SG&A Expense 14,641 17,349 19,681 17,272 68,943 20,677 22,418 23,274 22,269 88,638 26,298 30,397 30,044 30,295 117,034

% of Sales 76.5% 92.8% 96.0% 69.6% 82.9% 78.5% 90.6% 81.9% 72.4% 80.4% 76.0% 86.3% 81.0% 70.0% 77.9%

Total Cost & Expenses 22,894 27,601 30,636 30,002 111,133 32,599 35,236 35,598 34,684 138,117 39,982 44,766 44,971 46,573 176,292

EBITDA (2,834) (7,894) (8,997) (3,946) (23,671) (4,984) (9,129) (5,597) (2,596) (22,306) (3,657) (7,851) (5,981) (1,389) (18,878)

EBITDA Margin -14.8% -42.2% -43.9% -15.9% -28.5% -18.9% -36.9% -19.7% -8.4% -20.2% -10.6% -22.3% -16.1% -3.2% -12.6%

EBITDA Growth YoY -75.9% -15.6% 37.8% 34.2% 5.8% 26.6% 14.0% -6.9% 46.5% 15.4%

EBITDA Growth QoQ -178.5% -14.0% 56.1% 78.9% -83.2% 38.7% 53.6% 83.6% -114.7% 23.8% 76.8%

Depreciation & Amortization 926 1,016 1,140 1,253 4,335 1,283 1,363 1,594 1,332 5,572 1,713 1,677 1,898 1,932 7,220

Operating Income (3,760) (8,910) (10,137) (5,199) (28,006) (6,267) (10,492) (7,191) (3,928) (27,878) (5,370) (9,528) (7,879) (3,321) (26,098)

Operating Margin -19.7% -47.7% -49.5% -21.0% -33.7% -23.8% -42.4% -25.3% -12.8% -25.3% -15.5% -27.0% -21.2% -7.7% -17.4%

Interest (Expense) 8 5 (1) 15 27 (784) (134) (176) (119) (1,213) (126) (126) (127) (173) (552)

Interest Income 6 10 5 5 26 1 31 30 30 92 28 24 21 94 167

Total Interest Income (Expense) 14 15 4 20 53 (783) (103) (146) (89) (1,121) (98) (102) (106) (79) (385)

Other Income (Expense) (250) 0 (250)

Income Before Preferred & Taxes (3,746) (8,895) (10,133) (5,179) (27,953) (7,050) (10,595) (7,337) (4,017) (28,999) (5,468) (9,630) (8,235) (3,400) (26,733)

Preferred Stock Accretion (87) (87) (87) (86) (347) (87) (2) 0 0 (89) 0 0 0 0 0

Income Taxes (Benefit) 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Income Tax Rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Income Before Extraordinary (3,833) (8,982) (10,220) (5,265) (28,300) (7,137) (10,597) (7,337) (4,017) (29,088) (5,468) (9,630) (8,235) (3,400) (26,733)

Extraordinary Charges 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Net Income (3,833) (8,982) (10,220) (5,265) (28,300) (7,137) (10,597) (7,337) (4,017) (29,088) (5,468) (9,630) (8,235) (3,400) (26,733)

Reported Net Income (3,833) (8,982) (10,220) (5,179) (28,300) (7,137) (10,597) (7,337) (4,017) (29,088) (5,468) (9,630) (8,235) (3,400) (26,733)

Check 0.00 0.00 0.00 (86.00) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Diluted Shares 7,386.133 7,398.059 7,415.777 7,528.940 7,432.055 7,698.709 39,304.884 40,269.937 40,577.087 32,075.107 40,978.741 41,362.476 41,645.894 45,651.475 42,420.356

Diluted EPS (0.52) (1.21) (1.38) (0.70) (3.81) (0.93) (0.27) (0.18) (0.10) (0.91) (0.13) (0.23) (0.20) (0.07) (0.63)

Company Reported (0.52) (1.21) (1.38) (0.69) (3.81) (0.93) (0.27) (0.18) (0.10) (0.91) (0.13) (0.23) (0.20) (0.07) (0.63)

Check 0.00 (0.00) 0.00 (0.01) 0.00 0.00 0.00 (0.00) 0.00 0.00 (0.00) (0.00) 0.00 (0.00) (0.00)



2U Income Statement (2016-2018)

2U, Inc. Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

(in thousands, except share and per share) 3/31/2016 6/30/2016 9/30/2016 12/31/2016 2016 3/31/2017 6/30/2017 9/30/2017 12/31/2017 2017 3/31/2018 6/30/2018 9/30/2018 12/31/2018 2018

Income Statement

Net Sales 47,444 49,110 51,960 57,350 205,864 64,829 64,995 70,250 86,678 286,752 92,288 97,423 106,963

Graduate Program Segment 47,444 49,110 51,960 57,350 205,864 64,829 64,995 65,924 74,684 270,432 80,559 81,209 89,719

Short Course Segment 4,326 11,994 16,320 11,729 16,214 17,244

Revenue Growth YoY 37.1% 39.4% 40.1% 32.6% 37.1% 36.6% 32.3% 35.2% 51.1% 39.3% 42.4% 49.9% 52.3%

Revenue Growth QoQ 9.7% 3.5% 5.8% 10.4% 13.0% 0.3% 8.1% 23.4% 6.5% 5.6% 9.8%

Curriculum & Teaching 1,792 4,817 6,609 4,307 6,007 6,351

Servicing & Support 9,512 10,260 10,351 10,859 40,982 10,925 13,458 12,939 13,445 50,767 15,233 17,297 16,586

Technology & Content Development 7,275 8,842 8,670 8,496 33,283 9,205 11,140 12,735 12,846 45,926 13,840 15,235 16,361

Cost of Sales 16,787 19,102 19,021 19,355 74,265 20,130 24,598 27,466 31,108 103,302 33,380 38,539 39,298

% of Sales 35.4% 38.9% 36.6% 33.7% 36.1% 31.1% 37.8% 39.1% 35.9% 36.0% 36.2% 39.6% 36.7%

Gross Profit 30,657 30,008 32,939 37,995 131,599 44,699 40,397 42,784 55,570 183,450 58,908 58,884 67,665

Gross Margin 64.6% 61.1% 63.4% 66.3% 63.9% 68.9% 62.2% 60.9% 64.1% 64.0% 63.8% 60.4% 63.3%

Marketing & Sales 23,656 27,483 28,165 27,306 106,610 34,670 37,242 41,311 37,700 150,923 53,058 58,376 60,548

General & Administrative 10,447 10,944 11,569 13,061 46,021 13,664 13,930 17,227 17,844 62,665 21,869 22,480 18,974

SG&A Expense 34,103 38,427 39,734 40,367 152,631 48,334 51,172 58,538 55,544 213,588 74,927 80,856 79,522

% of Sales 71.9% 78.2% 76.5% 70.4% 74.1% 74.6% 78.7% 83.3% 64.1% 74.5% 81.2% 83.0% 74.3%

Total Cost & Expenses 50,890 57,529 58,755 59,722 226,896 68,464 75,770 86,004 86,652 316,890 108,307 119,395 118,820

EBITDA (1,297) (6,042) (4,261) 318 (11,282) 13 (6,992) (9,867) 6,332 (10,514) (8,644) (14,564) (3,258)

EBITDA Margin -2.7% -12.3% -8.2% 0.6% -5.5% 0.0% -10.8% -14.0% 7.3% -3.7% -9.4% -14.9% -3.0%

EBITDA Growth YoY 64.5% 23.0% 28.8% 122.9% 40.2% 101.0% -15.7% -131.6% 1891.2% 6.8% -66592.3% -108.3% 67.0%

EBITDA Growth QoQ 93.1% -365.8% 29.5% 107.5% 100.1% -53884.6% -41.1% 164.2% 17.8% -68.5% 77.6%

Depreciation & Amortization 2,149 2,377 2,534 2,690 9,750 3,648 3,783 5,887 6,306 19,624 7,375 7,408 8,599

Operating Income (3,446) (8,419) (6,795) (2,372) (21,032) (3,635) (10,775) (15,754) 26 (30,138) (16,019) (21,972) (11,857)

Operating Margin -7.3% -17.1% -13.1% -4.1% -10.2% -5.6% -16.6% -22.4% 0.0% -10.5% -17.4% -22.6% -11.1%

Interest (Expense) (26) (9) 0 0 (35) 0 (1) (36) (50) (87) (27) (27) (27)

Interest Income 92 91 37 163 383 196 53 18 104 371 342 912 1,799

Total Interest Income (Expense) 66 82 37 163 348 196 52 (18) 54 284 315 885 1,772

Other Income (Expense) 0 0 0 0 0 0 (1,031) 59 106 (866) (395) (825) (273)

Income Before Preferred & Taxes (3,380) (8,337) (6,758) (2,209) (20,684) (3,439) (11,754) (15,713) 186 (30,720) (16,099) (21,912) (10,358)

Preferred Stock Accretion 0 0 0 0 0 0 0 0 0 0 0 0 0

Income Taxes (Benefit) 0 0 0 0 0 0 0 (974) (323) (1,297) (1,228) (3,565) (414)

Income Tax Rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 6.2% -173.7% 4.2% 7.6% 16.3% 4.0%

Income Before Extraordinary (3,380) (8,337) (6,758) (2,209) (20,684) (3,439) (11,754) (14,739) 509 (29,423) (14,871) (18,347) (9,944)

Extraordinary Charges 0 0 0 0 0 0 0 0 0 0 0 0 0

Net Income (3,380) (8,337) (6,758) (2,209) (20,684) (3,439) (11,754) (14,739) 509 (29,423) (14,871) (18,347) (9,944)

Reported Net Income (3,380) (8,337) (6,758) (2,209) (20,684) (3,439) (11,754) (14,739) 509 (29,423) (14,871) (18,347) (9,944)

Check 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Diluted Shares 45,953.082 46,494.464 46,903.628 47,075.167 46,609.751 47,237.341 47,668.397 48,961.914 52,330.067 49,062.611 52,687.299 54,981.192 57,663.361

Diluted EPS (0.07) (0.18) (0.14) (0.05) (0.44) (0.07) (0.25) (0.30) 0.01 (0.60) (0.28) (0.33) (0.17)

Company Reported (0.07) (0.18) (0.14) (0.05) (0.44) (0.07) (0.25) (0.30) 0.01 (0.60) (0.28) (0.33) (0.17)

Check (0.00) 0.00 (0.00) 0.00 (0.00) (0.00) 0.00 (0.00) (0.00) 0.00 (0.00) (0.00) (0.00)



2U Adjusted EBITDA Calculation (2013-2018)

2U, Inc. Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

(in thousands, except share and per share) 3/31/2013 6/30/2013 9/30/2013 12/31/2013 2013 3/31/2014 6/30/2014 9/30/2014 12/31/2014 2014 3/31/2015 6/30/2015 9/30/2015 12/31/2015 2015

Adjusted EBITDA

Net Income (Loss), Less Tax Benefits (3,833) (8,982) (10,220) (5,265) (28,300) (7,137) (10,597) (7,337) (4,017) (29,088) (5,468) (9,630) (8,235) (3,400) (26,733)

Total Interest (14) (15) (4) (20) (53) 783 103 146 89 1,121 98 102 106 79 385

Depreciation & Amortization 926 1,016 1,140 1,253 4,335 1,283 1,363 1,594 1,332 5,572 1,713 1,677 1,898 1,932 7,220

SBC Expense 436 632 639 719 2,426 1,195 2,044 2,247 2,041 7,527 2,048 3,867 3,302 3,282 12,499

Foreign Currency (Gain) Loss 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Adjustments 1,348 1,633 1,775 1,952 6,708 3,261 3,510 3,987 3,462 14,220 3,859 5,646 5,306 5,293 20,104

Adjusted EBITDA (2,485) (7,349) (8,445) (3,313) (21,592) (3,876) (7,087) (3,350) (555) (14,868) (1,609) (3,984) (2,929) 1,893 (6,629)

Adjusted EBITDA Margin -13.0% -39.3% -41.2% -13.4% -26.0% -14.7% -28.6% -11.8% -1.8% -13.5% -4.6% -11.3% -7.9% 4.4% -4.4%

Adjusted EBITDA Growth YoY -56.0% 3.6% 60.3% 83.2% 31.1% 58.5% 43.8% 12.6% 441.1% 55.4%

Adjusted EBITDA Growth QoQ -195.7% -14.9% 60.8% 82.0% -82.8% 52.7% 83.4% 89.2% -147.6% 26.5% 164.6%

Company Reported (2,398) (7,262) (8,358) (21,245) (3,789) (7,085) (3,350) (14,779) (1,609) (3,984) (2,929) (6,629)

Check (87.00) (87.00) (87.00) (347.00) (87.00) (2.00) 0.00 (89.00) 0.00 0.00 0.00 0.00

2U, Inc. Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

(in thousands, except share and per share) 3/31/2016 6/30/2016 9/30/2016 12/31/2016 2016 3/31/2017 6/30/2017 9/30/2017 12/31/2017 2017 3/31/2018 6/30/2018 9/30/2018 12/31/2018 2018

Adjusted EBITDA

Net Income (Loss), Less Tax Benefits (3,380) (8,337) (6,758) (2,209) (20,684) (3,439) (11,754) (15,713) 186 (30,720) (16,099) (21,912) (10,358)

Total Interest (66) (82) (37) (163) (348) (196) (52) 18 (54) (284) (315) (885) (1,772)

Depreciation & Amortization 2,149 2,377 2,534 2,690 9,750 3,648 3,783 5,887 6,306 19,624 7,375 7,408 8,599

SBC Expense 3,544 3,976 4,073 4,230 15,823 3,895 5,495 6,147 6,393 21,930 7,122 9,009 7,933

Foreign Currency (Gain) Loss 0 0 0 0 0 0 1,031 (59) (106) 866 395 825 273

Total Adjustments 5,627 6,271 6,570 6,757 25,225 7,347 10,257 11,993 12,539 42,136 14,577 16,357 15,033

Adjusted EBITDA 2,247 (2,066) (188) 4,548 4,541 3,908 (1,497) (3,720) 12,725 11,416 (1,522) (5,555) 4,675

Adjusted EBITDA Margin 4.7% -4.2% -0.4% 7.9% 2.2% 6.0% -2.3% -5.3% 14.7% 4.0% -1.6% -5.7% 4.4%

Adjusted EBITDA Growth YoY 239.7% 48.1% 93.6% 140.3% 168.5% 73.9% 27.5% -1878.7% 179.8% 151.4% -138.9% -271.1% 225.7%

Adjusted EBITDA Growth QoQ 133.9% -191.9% 90.9% 2519.1% -13.9% -138.3% -148.5% 442.1% -113.3% -265.0% 184.2%

Company Reported 2,247 (2,066) (188) 4,541 3,908 (1,497) (3,720) 11,416 (1,522) (5,555) 4,675

Check 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00



2U Balance Sheet Assets (2013-2015)

2U, Inc. Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

(in thousands, except share and per share) 3/31/2013 6/30/2013 9/30/2013 12/31/2013 2013 3/31/2014 6/30/2014 9/30/2014 12/31/2014 2014 3/31/2015 6/30/2015 9/30/2015 12/31/2015 2015

Balance Sheet

Cash & Equivalents 7,012 7,012 5,699 104,762 80,558 86,929 86,929 83,077 88,224 175,324 183,729 183,729

Availability 37,000 37,000 37,000 37,000 37,000 37,000 37,000 37,000 37,000 37,000 25,000 25,000

Liquidity 44,012 44,012 42,699 141,762 117,558 123,929 123,929 120,077 125,224 212,324 208,729 208,729

Restricted Cash

Short-Term Investments

Accounts Receivable 1,835 1,835 632 655 10,038 350 350 4,305 4,393 12,688 975 975

Advance to Clients, Current 581 581 324 658 817 1,163 1,508 1,508

Prepaid Expenses & Other Assets, Current 1,763 1,763 2,871 2,773 3,246 2,709 2,709 5,212 3,215 5,191 6,695 6,695

Total Current Assets 11,191 11,191 9,526 108,190 93,842 89,988 89,988 93,252 96,649 194,366 192,907 192,907

Internally-Developed Software 5,516 5,516 6,008 6,569 7,149 7,820 7,820 8,590 7,831 8,718 8,564 8,564

Internally-Dev. Software in Process 1,441 1,264 1,640 1,640

Computer Hardware 2,082 2,082 2,219 2,254 2,374 3,016 3,016 3,019 3,114 3,379 2,911 2,911

Furniture & Office Equipment 774 774 1,015 1,067 1,067 1,104 1,104 1,134 1,469 1,611 1,666 1,666

Leasehold Improvements 1,494 1,494 1,655 1,707 1,706 1,801 1,801 1,782 1,782 1,781 1,837 1,837

Leasehold Improvements in Process

Accumulated Depreciation 4,635 4,635 5,235 5,856 6,455 6,986 6,986 7,589 8,284 8,962 8,490 8,490

Net PPE 5,231 5,231 5,662 5,741 5,841 6,755 6,755 6,936 7,353 7,791 8,128 8,128

Goodwill

Cap. Tech Costs

Cap. Tech Costs in Process

Accumulated Amortization

Cap. Tech Costs, Net

Cap. Content Dev. Costs 11,816 11,816 13,703 14,894 16,076 16,835 16,835 19,757 21,603 24,042 24,796 24,796

Cap. Content Dev. Costs in Process 1,961 1,961 1,520 2,412 2,353 3,699 3,699 2,662 2,956 3,112 4,256 4,256

Accumulated Amortization 4,873 4,873 5,543 6,272 6,604 7,379 7,379 8,218 9,186 10,394 10,931 10,931

Cap. Content Dev. Costs, Net 8,904 8,904 9,680 11,034 11,825 13,155 13,155 14,201 15,373 16,760 18,121 18,121

University Client Relationships

Accumulated Amortization

University Client Relationships, Net

Trade Names & Domain Names

Accumulated Amortization

Trade Names & Domain Names, Net

Total Amortizable Intangible Assets 8,904 8,904 9,680 11,034 11,825 13,155 13,155 14,201 15,373 16,760 18,121 18,121

Advance to Clients, Non-Current 1,150 1,413 1,675 1,675 1,204 1,733 1,387 1,042 1,042

Prepaid Expenses, Non-Current 7,099 7,099

Other Non-Current Assets 3,326 3,326 5,211 1,745 1,191 1,466 1,466 1,456 1,995 8,259 3,744 3,744

Prepaid Expenses & Other Assets 3,326 3,326 5,211 1,745 1,191 1,466 1,466 1,456 1,995 8,259 10,843 10,843

Total Assets 28,652 28,652 30,079 127,860 114,112 113,039 113,039 117,049 123,103 228,563 231,041 231,041



2U Balance Sheet Liabilities and Equity (2013-2015)

2U, Inc. Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

(in thousands, except share and per share) 3/31/2013 6/30/2013 9/30/2013 12/31/2013 2013 3/31/2014 6/30/2014 9/30/2014 12/31/2014 2014 3/31/2015 6/30/2015 9/30/2015 12/31/2015 2015

Balance Sheet

Current Maturities of LT Debt

Accounts Payable 5,089 5,089 9,264 4,085 4,677 2,293 2,293 7,078 2,846 4,330 4,544 4,544

Accrued Comp & Related Benefits 13,405 13,405

Accounts Payable & Accrued Expenses 5,089 5,089 9,264 4,085 4,677 2,293 2,293 7,078 2,846 4,330 17,949 17,949

Accrued Exp. & Other Current Liabilities 12,025 12,025 9,378 13,326 14,720 17,138 17,138 14,406 21,881 20,986 12,039 12,039

Deferred Revenues 1,266 1,266 5,777 12,396 2,100 1,906 1,906 6,152 13,426 3,818 2,609 2,609

Refunds Payable 1,831 1,831 2,040 2,027 2,398 2,431 2,431 2,815 3,077 3,512

Other Current Liabilities

Total Current Liabilities 20,211 20,211 26,459 31,834 23,895 23,768 23,768 30,451 41,230 32,646 32,597 32,597

Long-Term Debt

Rebate Reserve 1,571 1,571 1,574 1,566 641 639 639 641 642 407

Lease-Related Liabilities, Non-Current

Deferred Government Grant Obligations

Deferred Tax Liabilities

Other Non-Current Liabilities 847 847 1,561 642 649 621 621 576 612 594 2,655 2,655

Total Liabilities 22,629 22,629 29,594 34,042 25,185 25,028 25,028 31,668 42,484 33,647 35,252 35,252

Convert. Series A Preferred 12,384 12,384 12,419

Convert. Series B Preferred 22,210 22,210 22,246

Convert. Series C Preferred 32,405 32,405 32,416

Convert. Series D Preferred 31,048 31,048 31,053

Total Preferred Stock 98,047 98,047 98,134

Shareholders' Equity 8 8 8 40 40 41 41 41 42 46 46 46

Additional Paid-In Capital 7,817 7,817 9,242 211,272 213,718 216,818 216,818 219,656 224,523 347,051 351,324 351,324

Accumulated Deficit (99,849) (99,849) (106,899) (117,494) (124,831) (128,848) (128,848) (134,316) (143,946) (152,181) (155,581) (155,581)

Accumulated Other

Total Shareholders' (Deficit) Equity (92,024) (92,024) (97,649) 93,818 88,927 88,011 88,011 85,381 80,619 194,916 195,789 195,789

Liabilities + Shareholders' Equity 28,652 28,652 30,079 127,860 114,112 113,039 113,039 117,049 123,103 228,563 231,041 231,041

Balance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Working Capital (16,032) (16,032) (22,632) (28,406) (10,611) (20,709) (20,709) (20,276) (32,805) (13,604) (23,419) (23,419)

Working Capital Use (Source) (16,032) (16,032) (6,600) (5,774) 17,795 (10,098) (10,098) 433 (12,529) 19,201 (9,815) (9,815)



2U Balance Sheet Assets (2016-2018)

2U, Inc. Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

(in thousands, except share and per share) 3/31/2016 6/30/2016 9/30/2016 12/31/2016 2016 3/31/2017 6/30/2017 9/30/2017 12/31/2017 2017 3/31/2018 6/30/2018 9/30/2018 12/31/2018 2018

Balance Sheet

Cash & Equivalents 186,710 188,251 156,927 168,730 168,730 142,889 37,435 202,434 223,370 223,370 182,110 488,834 442,226

Availability 19,000 17,900 17,900 13,500 13,500 13,500 10,000 10,000 10,000 10,000 10,000 10,000 10,000

Liquidity 205,710 206,151 174,827 182,230 182,230 156,389 47,435 212,434 233,370 233,370 192,110 498,834 452,226

Restricted Cash 100,987

Short-Term Investments 25,000

Accounts Receivable 1,262 5,242 20,974 7,860 7,860 28,672 23,426 42,332 14,174 14,174 40,290 50,031 49,651

Advance to Clients, Current 1,204 1,125 938 567 567 296 213

Prepaid Expenses & Other Assets, Current 8,097 7,163 7,085 7,541 7,541 8,855 8,398 12,950 10,509 10,509 15,075 15,087 14,878

Total Current Assets 197,273 201,781 185,924 184,698 184,698 180,712 170,459 257,716 248,053 248,053 237,475 553,952 531,755

Internally-Developed Software

Internally-Dev. Software in Process

Computer Hardware 3,014 3,180 3,823 3,935 3,935 8,519 8,519

Furniture & Office Equipment 1,677 1,722 1,750 2,204 2,204 5,354 5,354

Leasehold Improvements 1,838 1,846 1,846 6,689 6,689 42,086 42,086

Leasehold Improvements in Process 257 823 4,400 6,864 6,864 194 194

Accumulated Depreciation 3,182 3,577 4,001 4,096 4,096 7,098 7,098

Net PPE 3,604 3,994 7,818 15,596 15,596 29,659 34,390 45,025 49,055 49,055 50,669 50,264 51,527

Goodwill 67,600 71,988 71,988 75,296 64,873 62,955

Cap. Tech Costs 9,895 10,585 11,408 12,988 12,988 13,617 14,491 26,678 27,108 27,108 43,569 59,549 63,789

Cap. Tech Costs in Process 1,632 2,356 3,579 4,112 4,112 5,382 6,615

Accumulated Amortization 6,150 6,681 7,215 7,822 7,822 8,520 9,305 10,457 9,486 9,486 10,820 12,269 14,593

Cap. Tech Costs, Net 5,377 6,260 7,772 9,278 9,278 10,479 11,801 16,221 17,622 17,622 32,749 47,280 49,196

Cap. Content Dev. Costs 27,350 29,843 32,840 33,353 33,353 36,265 38,058 54,365 55,872 55,872 60,815 65,981 73,428

Cap. Content Dev. Costs in Process 3,921 4,121 3,481 4,603 4,603 4,297 5,544

Accumulated Amortization 12,134 13,404 14,665 15,367 15,367 16,778 18,001 19,913 21,417 21,417 23,525 25,988 28,758

Cap. Content Dev. Costs, Net 19,137 20,560 21,656 22,589 22,589 23,784 25,601 34,452 34,455 34,455 37,290 39,993 44,670

University Client Relationships 24,162 29,443 29,443 30,692 26,757 26,033

Accumulated Amortization 671 1,636 1,636 2,558 2,973 3,616

University Client Relationships, Net 23,491 27,807 27,807 28,134 23,784 22,417

Trade Names & Domain Names 11,555 12,119 12,119 18,225 17,040 16,852

Accumulated Amortization 924 1,242 1,242 1,702 2,035 2,443

Trade Names & Domain Names, Net 10,631 10,877 10,877 16,523 15,005 14,409

Total Amortizable Intangible Assets 24,514 26,820 29,428 31,867 31,867 34,263 37,402 84,795 90,761 90,761 114,696 126,062 130,692

Advance to Clients, Non-Current 771 1,350 1,350 2,100 2,100 2,100 2,163

Prepaid Expenses, Non-Current 6,698 8,123 6,974 7,052 7,052 10,843 14,789

Other Non-Current Assets 3,858 3,768 3,079 3,007 3,007 3,103 2,770

Prepaid Expenses & Other Assets 10,556 11,891 10,053 10,059 10,059 13,946 17,559 21,214 22,205 22,205 25,972 30,313 34,562

Total Assets 236,718 245,836 234,573 244,320 244,320 260,680 261,973 476,350 482,062 482,062 504,108 825,464 811,491



2U Balance Sheet Liabilities and Equity (2016-2018)

2U, Inc. Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

(in thousands, except share and per share) 3/31/2016 6/30/2016 9/30/2016 12/31/2016 2016 3/31/2017 6/30/2017 9/30/2017 12/31/2017 2017 3/31/2018 6/30/2018 9/30/2018 12/31/2018 2018

Balance Sheet

Current Maturities of LT Debt

Accounts Payable 6,350 5,588 4,756 3,729 3,729 10,829 4,323

Accrued Comp & Related Benefits 6,947 9,987 13,791 16,491 16,491 8,823 17,908

Accounts Payable & Accrued Expenses 13,297 15,575 18,547 20,220 20,220 19,652 22,231 32,496 22,629 22,629 30,955 32,055 34,513

Accrued Exp. & Other Current Liabilities 14,237 16,916 16,453 17,712 17,712 19,468 22,324 15,031 19,017 19,017 13,599 16,956 20,137

Deferred Revenues 9,982 17,587 3,030 3,137 3,137 11,719 7,365 16,628 7,024 7,024 21,625 30,862 18,953

Refunds Payable

Other Current Liabilities 9,795 9,330 9,330 15,928 17,096 10,708

Total Current Liabilities 37,516 50,078 38,030 41,069 41,069 50,839 51,920 73,950 58,000 58,000 82,107 96,969 84,311

Long-Term Debt

Rebate Reserve

Lease-Related Liabilities, Non-Current 13,792 15,202 17,626 22,573 22,573 23,485 24,613 24,550

Deferred Government Grant Obligations 3,500 3,500 3,500 3,500 3,500 3,500 3,500

Deferred Tax Liabilities 9,602 10,087 10,087 9,113 6,935 7,001

Other Non-Current Liabilities 2,579 2,543 3,858 8,014 8,014 305 300 2,160 70 70 70

Total Liabilities 40,095 52,621 41,888 49,083 49,083 64,936 70,922 106,838 94,230 94,230 118,275 132,017 119,362

Convert. Series A Preferred

Convert. Series B Preferred

Convert. Series C Preferred

Convert. Series D Preferred

Total Preferred Stock

Shareholders' Equity 46 47 47 47 47 47 48 52 53 53 53 57 58

Additional Paid-In Capital 355,538 360,466 366,694 371,455 371,455 375,549 382,609 579,422 588,289 588,289 596,529 936,664 948,070

Accumulated Deficit (158,961) (167,298) (174,056) (176,265) (176,265) (179,852) (191,606) (206,345) (205,836) (205,836) (220,707) (239,054) (248,998)

Accumulated Other (3,617) 5,326 5,326 9,958 (4,220) (7,001)

Total Shareholders' (Deficit) Equity 196,623 193,215 192,685 195,237 195,237 195,744 191,051 369,512 387,832 387,832 385,833 693,447 692,129

Liabilities + Shareholders' Equity 236,718 245,836 234,573 244,320 244,320 260,680 261,973 476,350 482,062 482,062 504,108 825,464 811,491

Balance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Working Capital (26,953) (36,548) (9,033) (25,101) (25,101) (13,016) 81,104 (18,668) (33,317) (33,317) (26,742) (31,851) 5,218

Working Capital Use (Source) (3,534) (9,595) 27,515 (16,068) (16,068) 12,085 94,120 (99,772) (14,649) (14,649) 6,575 (5,109) 37,069



Abbreviations & Definitions



Sources

https://2u.com/senior-leadership-changes-1-6-16/
https://2u.com/about/press/2u-announces-senior-leadership-changes/
https://2u.com/about/press/2u-to-acquire-getsmarter/
https://investor.2u.com/news-releases/news-release-details/2u-inc-announces-pricing-public-offering-common-stock-0
https://mamsummit.com/blog/speakers/jeff-rinehart/
https://2u.com/about/press/john-ellis-joins-2u-as-svp-corporate-controller-and-chief-accounting-officer/
https://investor.2u.com/news-releases/news-release-details/2u-inc-announces-pricing-public-offering-common-stock-2
https://2u.com/about/press/mark-chernis-joins-2u-as-coo/
https://investor.2u.com/static-files/e6b73b7c-f1f8-4053-98dc-32abc3cbbeb2
https://2u.com/about/press/2u-agrees-to-acquire-critiqueit/
https://www.sprucepointcap.com/2u-inc/
https://www.inc.com/erik-sherman/the-1-percent-fallacy-that-trips-many-entrepreneurs.html
https://www.insidehighered.com/digital-learning/article/2018/06/04/shakeout-coming-online-program-management-companies
https://patents.justia.com/patent/20140272887
https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/the-six-types-of-successful-acquisitions
https://www.noodlepartners.com/approach/economics/
https://www.sec.gov/cgi-bin/browse-edgar?CIK=twou
https://seekingalpha.com/symbol/TWOU/earnings/transcripts
http://www.simmons.edu/about-simmons/administrative-offices/finance
https://www.thomsonone.com/
https://finance.yahoo.com/quote/TWOU
https://investor.2u.com/analyst-coverage
https://2u.com/about/2u-leadership/
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