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Item 2.02 Results of Operations and Financial Condition.
On May 9, 2013, Learning Tree International, Inc. (the Company) issued a press release setting forth its results for its second quarter of fiscal year 2013, which ended
March 29, 2013. A copy of the press release is furnished as Exhibit 99.1 to this Current Report on Form 8K.
The information furnished under Item 2.02 and Item 9.01 of this Current Report on Form 8K, including the exhibit, shall not be deemed “filed” for purposes of
Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to liabilities under that Section, nor shall it be deemed incorporated by reference in
any registration statement or other filings of the Company under the Securities Act of 1933, as amended, except as shall be set forth by specific reference in such filing.
Item 7.01.

Regulation FD Disclosure.

On May 9, 2013 the Company held an earnings conference call to discuss the Results of Operations and Financial Condition for its second quarter of fiscal 2013 and to
provide an outlook for the third quarter of fiscal 2013. A copy of the prepared remarks for the conference call is furnished as Exhibit 99.2 to this Current Report on Form
8K. An archived version of the conference call webcast is also available on the Company’s website www.learningtree.com/investor.
Information contained herein, including Exhibit 99.2, shall not be deemed filed for the purposes of the Securities Exchange Act of 1934, nor shall such information and
Exhibit be deemed incorporated by reference in any filing under the Securities Act of 1933, except as shall be expressly set forth by specific reference in such a
filing. The furnishing of the transcript is not intended to constitute a representation that such furnishing is required by Regulation FD or that the transcript includes
material investor information that is not otherwise publicly available.
Item 9.01

Financial Statements and Exhibits.

(d) Exhibits.
Exhibit 99.1

Press release dated May 9, 2013.

Exhibit 99.2

Prepared remarks for Learning Tree International, Inc.’s earnings conference call held May 9, 2013 beginning at 4:30pm EDT.
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Exhibit 99.1

Contact: Max Shevitz
President
Tel: 703/9255590
Email: max_shevitz@learningtree.com

FOR IMMEDIATE RELEASE

LEARNING TREE INTERNATIONAL ANNOUNCES SECOND QUARTER FY 2013 RESULTS
RESTON, Va., May 9, 2013 – Learning Tree International (NASDAQ: LTRE) announced today its revenues and results of operations for its second quarter of fiscal
year 2013, which ended March 29, 2013.
In its second quarter of fiscal year 2013, Learning Tree reported revenues of $26.9 million, loss from operations of $3.8 million, and net loss of $4.0 million or $0.30 per
share. These results compare with revenues of $28.9 million, loss from operations of $3.5 million and net loss of $2.1 million, or $0.16 per share in its second quarter of
fiscal year 2012.
“The economic conditions that exist in Europe and the effect of federal budget cuts on our US business due to sequestration may continue to adversely impact our
financial results in the near future,” said Learning Tree President Max Shevitz. “However, over the past year, we have made significant improvements to the quality of
the service and products which we provide to our customers. We believe that these improvements have already partially offset the effects of the adverse headwinds
we’ve been facing, and will position us well for the future.”
Webcast
An investor conference call to discuss second quarter fiscal year 2013 results is scheduled for 4:30 p.m. (ET) May 9, 2013. Interested parties may access the conference
call via live webcast at: www.learningtree.com/investor. The webcast will also be available for replay at: www.learningtree.com/investor.
About Learning Tree International
Established in 1974, Learning Tree International is a global provider of handson IT and management training. Learning Tree develops, markets, and delivers a broad,
proprietary library of instructorled courses focused on: web development, IT security, project management, operating systems, databases, networking, software
development, leadership, and management and business skills. Courses are offered at Learning Tree Education Centers and training locations around the world, onsite
at client facilities, or via the Internet with Learning Tree AnyWare™, the company’s webbased, remoteattendance platform. For more information about Learning Tree
products and services, call 1888THETREE (18888438733), or visit the Learning Tree Web site at .
Cautionary Statement Regarding Forward Looking Statements
Except for historical information contained herein, the matters addressed in this press release are forwardlooking statements. Please do not put undue reliance on
these forwardlooking statements, since they are based on key assumptions about future risks and uncertainties. Although Learning Tree believes that its
assumptions are reasonable, inevitably some will prove to be incorrect. As a result, Learning Tree's actual future results can be expected to differ from those in this
release, and those differences may be material. Learning Tree is not undertaking any obligation to update forwardlooking statements. In order to help the reader
assess the major risks in Learning Tree's business, Learning Tree has identified many, but not all, of these risks in Item 1A, “Risk Factors” in Learning Tree's Annual
Report on Form 10K (“Item 1A”). Please read Item 1A carefully. Some of the factors discussed in Item 1A that could affect Learning Tree include the following: risks
associated with the timely development, introduction, and customer acceptance of Learning Tree's courses; competition; international operations, including currency
fluctuations; changing economic and market conditions; technology development and new technology introduction; efficient delivery and scheduling of Learning
Tree's courses; adverse weather conditions, strikes, acts of war or terrorism and other external events; and attracting and retaining qualified personnel.

###
Release Summary: Learning Tree International announced today its revenues and results of operations for its second quarter of fiscal year 2013, which ended March
29, 2013.
1888THETREE (8438733) | www.learningtree.com
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Table 1
LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(all amounts in thousands, except per share amounts)
(Unaudited)
Three Months Ended
March 29,
March 30,
2013
2012
Revenues
Cost of revenues
Gross profit

$

26,933
14,859
12,074

$

Six Months Ended
March 29,
March 30,
2013
2012

28,942
14,558
14,384

$

60,223
31,280
28,943

Operating expenses:
Course development
Sales and marketing
General and administrative
Total operating expenses

1,930
7,312
6,667
15,909

2,070
8,360
7,468
17,898

4,031
15,117
14,994
34,142

Loss from operations

(3,835)

(3,514)

(5,199)

Other income (expense), net

206

Loss before income taxes
Provision (benefit) for income tax

(191)

(3,629)
386

(3,705)
(1,586)

$

187

63,917
30,192
33,725

4,191
15,870
14,357
34,418
(693)
(145)

(5,012)
419

(838)
(554)

Net loss

$

(4,015) $

(2,119)

$

(5,431) $

(284)

Loss per sharediluted

$

(0.30) $

(0.16)

$

(0.41) $

(0.02)

LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(all amounts in thousands)
March 29,
2013
(unaudited)
Cash and cash equivalents
Available for sale securities
Trade accounts receivable, net
Prepaid expenses and other
Total current assets
Depreciable assets, net and other
Total assets

$

Accounts payable and accrued liabilities
Deferred revenues
Total current liabilities
Other
Total liabilities

$

Stockholders' equity
Total liabilities and stockholders' equity

$

$

September 28,
2012

26,317

13,307
8,953
48,577
23,473
72,050

$

15,976
29,084
45,060
8,627
53,687

$

18,363
72,050

$

$

25,784
6,131
16,831
8,552
57,298
31,748
89,046
20,264
31,899
52,163
12,377
64,540
24,506
89,046

Exhibit 99.2
Learning Tree International, Inc.
Fiscal Year 2013 Second Quarter Conference Call
Remarks by
Max Shevitz, President and David Asai, CFO
May 9, 2013
For your convenience, we have posted the text of today’s prepared remarks in the Investor Relations section of our website. Go to: www.learningtree.com/investor.
David Asai, our Chief Financial Officer, will read the disclaimer on forwardlooking statements and then discuss our performance in our second quarter of fiscal 2013,
which ended March 29, 2013. Max Shevitz, our President, will then provide some forwardlooking information about our third quarter of fiscal 2013 and our future plans.
After those remarks, we’ll open the floor for questions and discussion.
Forward Looking Statement Disclaimer:
As a reminder, except for historical statements, the matters addressed in this conference call are forwardlooking statements. Please do not put undue reliance on these
forwardlooking statements, since they are based on key assumptions about future risks and uncertainties. Although we believe that our assumptions are reasonable,
inevitably some will prove to be incorrect. As a result, our actual future results can be expected to differ from those discussed in this call, and those differences may be
material. We are not undertaking any obligation to update forwardlooking statements.
To help you assess the major risks in our business, we have identified many, but not all, of them in Item 1A of our 2012 Annual Report on Form 10K. Please read those
risk factors carefully. Some of the factors discussed in our Form 10K that could affect us include risks associated with:
● Changing economic and market conditions;
● The timely development, introduction, and customer acceptance of our courses;
● Competition;
● International operations, including currency fluctuations;
● Technology development and new technology introduction;
● Efficient delivery and scheduling of our courses;
● Adverse weather conditions, strikes, acts of war or terrorism and other external events;
● Attracting and retaining qualified personnel.
and
● Continued uncertainty over the US Congress’ ability to resolve the budget issues and the impact of sequestration.
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Second Quarter Results
First I’ll summarize some key line items from our second quarter of fiscal year 2013:
●
●
●
●
●
●

Revenues in our second quarter of fiscal 2013 were $26.9 million, a decrease of 6.9% compared to revenues of $28.9 million in our second quarter of fiscal 2012;
Our gross profit percentage in our second quarter was 44.8% of revenues, compared to 49.7% in our same quarter of fiscal 2012;
Operating expenses decreased in our second quarter of fiscal 2013 to $15.9 million, compared to $17.9 million in our second quarter of fiscal 2012;
Loss from operations in our second quarter of fiscal 2013 was $3.8 million compared to a loss from operations of $3.5 million in our second quarter of fiscal
2012.
Net loss in our second quarter of fiscal 2013 was $4.0 million compared to a net loss of $2.1 million in our second quarter of fiscal 2012; and
Loss per share for our second quarter of fiscal 2013 was $0.30 on a diluted basis, compared to loss per share of $0.16 in our second quarter of fiscal 2012.

Second Quarter Revenue and Participants
In our second quarter of fiscal 2013 our revenues of $26.9 million were $2.0 million or 6.9% lower than our revenues in the same quarter of fiscal 2012. This principally
resulted from two factors:
●
●

The number of participants decreased by 4.1%, and
Average revenue per participant declined 2.9%.

The decrease in revenues is attributable to our international operations as revenues for our US operation remained the same quarter over quarter. The decrease
in average revenue per participant compared to the same quarter of our prior year was primarily the result of lower prices realized from participants attending under our
discounted passport programs.
The decrease in the number of course participants is attributed to weakened demand in our European operations.
Changes in foreign exchange rates reduced revenues by 0.4%.
Overall, during our second quarter of fiscal 2013, we trained a total of 16,978 course participants, compared to 17,696 participants who we trained in our same quarter
last year. Compared to our second quarter of fiscal 2012, during our second quarter of fiscal 2013:
●
●
●

Attendeedays of IT training increased by 4.6% to 36,900 from 35,279;
Attendeedays of management training decreased by 15.5% to 21,594 from 25,546; and
Total attendeedays of training were 58,494, a decrease of 3.8% from 60,825 in the second quarter of fiscal 2012.

The decrease in attendeedays of management training primarily reflects a decrease in demand for our management courses delivered onsite at customer locations.
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Second Quarter Operations
Next, I’ll discuss our operations in our second quarter of fiscal 2013 and how they compare with our same quarter of fiscal 2012.
During our second quarter of fiscal 2013, we presented 1,321 events, a 9.1% decrease from the 1,454 events conducted during the same period in fiscal 2012.
Cost of Revenues. Cost of revenues was 55.2% of revenues in our second quarter of fiscal 2013 compared to 50.3% in our second quarter of fiscal 2012, and our gross
profit percentage accordingly was 44.8% compared to 49.7% in our prior year quarter. The change in cost of revenues as a percentage of revenues in our second
quarter of fiscal 2013 primarily reflects the reduction of 2.9% in revenue per participant while cost per participant increased 6.4%. The increase in the cost per
participant was driven by increased instructor costs, higher depreciation expense reflecting the decision to upgrade classroom computers and equipment, and the
apportionment of the fixed costs related to our education centers over a lower revenue base.
Changes in foreign exchange rates do not materially affect our gross profit percentage, since exchange rate changes affect our cost of revenues by approximately the
same percentage as they affect our revenues.
Course Development Expense. During our second quarter of fiscal 2013, we spent $1.9 million on course development, compared to $2.1 million in the same quarter of
fiscal 2012. Course development expense was 7.2% of revenues in our second quarter of fiscal 2013 compared to 7.1% in the same quarter of fiscal 2012.
In our second quarter of fiscal 2013, we introduced five new IT course titles and one new management course title. We retired eight IT course titles and nine
management course titles in our second quarter.
Our library of instructorled courses included a total of 182 titles at the end of our second quarter of fiscal 2013 compared with 215 titles at the same point a year earlier.
At the end of our second quarter of fiscal 2013, we had 117 IT titles in our course library, compared with 132 IT titles at the end of our second quarter of fiscal 2012. Our
library included 65 management titles at the end of our second quarter of fiscal 2013, compared to 83 a year earlier. The reduction in titles reflects our decision a year
ago to focus our product support, marketing and sales efforts on our betterperforming course titles.
Sales and Marketing Expense. In our second quarter of fiscal 2013, we reduced our sales and marketing expense by $1.1 million to $7.3 million from $8.4 million in the
same quarter last year. The decrease quarter over quarter is primarily related to reduced personnel expenses.
General and Administrative Expense. We reduced G&A expense during our second quarter of fiscal 2013 to $6.7 million, a $0.8 million decrease compared to the $7.5
million in our second quarter of fiscal 2012. The decrease was due primarily to increased severance costs in our second quarter of fiscal 2012 resulting from the
management change that occurred last year.
Loss from Operations. In our second quarter of fiscal 2013, we recorded a loss from operations of $3.8 million, or (14.3) % of revenues, compared to a loss from
operations of $3.5 million, or (12.1) % of revenues, in the same quarter of our fiscal 2012.
Other Income and Expense. Other income was $0.2 million for our second quarter of fiscal 2013 compared to other expense of $0.2 million for the second quarter of
fiscal 2012. We experienced foreign exchange gains of $0.2 million in our second quarter of fiscal 2013 versus foreign exchange losses of $0.2 million in the same quarter
of our fiscal 2012.
PreTax Loss. Pretax loss in our second quarter of fiscal 2013 was $3.6 million compared to a pretax loss of $3.7 million in our second quarter of fiscal 2012.
Income Taxes. Our tax provision for our second quarter of fiscal 2013 was $0.4 million, compared to a tax benefit of $1.6 million in our second quarter of fiscal 2012. The
tax provision for our second quarter of fiscal 2013 relates to foreign taxes and US state taxes. The tax benefit recorded in our second quarter of fiscal 2012 was fully
reversed in the third quarter of fiscal 2012 when we recorded a valuation allowance for our deferred tax assets due to the losses incurred in fiscal 2012.
Net Loss. Net loss for our second quarter was $4.0 million, or (14.9) % of revenues, compared to a net loss of $2.1 million, or (7.3) % of revenues in our second quarter
of fiscal 2012.
Liquidity and Capital Resources
During the first six months of fiscal year 2013, the total of our cash and cash equivalents increased by $0.5 million to $26.3 million at March 29, 2013 from $25.8 million at
September 28, 2012. This increase primarily resulted from the sale of $6.1 million of available for sale securities which was largely offset by cash used in operations of
$3.4 million, capital expenditures of $1.4 million, and the negative effects of exchange rate changes on cash and cash equivalents of $0.7 million.
I will now turn the call over to Max Shevitz our President.
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Management Focus
Fifteen months ago, when Dr. Collins and I returned to Learning Tree, we found a number of issues within the business that needed to be addressed. Since then,
we have taken the following actions:
1.

2.
3.
4.

We adjusted our course schedules to increase both the course execution rate and the average number of attendees per event. We introduced “Guaranteedto
Run” courses that give our customers the knowledge that they can enroll in the course without fear that it might be cancelled. Over the past year, our
cancellation rate of enrolled customers has dropped by two thirds.
We have invested $6.0 million worldwide to provide our course participants with new state of the art equipment.
We devoted management resources and technology to improve the customer experience when they attend our courses using our AnyWare product. This
was a high priority as we believe that AnyWare could play a significant role in the future of the Company.
We have redesigned our web page to enhance its attractiveness and utility for our customers, and to incorporate uptodate analytics which allows us to
track who has come to our site and what the outcome of their visit was. We now have a platform on which to expand our eMarketing activities.

Our continued focus on Quality will define our business going forward.
As I mentioned earlier, we believe growth of AnyWare is likely to be a driving force for the Company. In the past, our customers could take our courses either in
person or via AnyWare from their homes or offices. This past February, we opened our first AnyWare Center within our Ottawa Education Center. An AnyWare
Center provides customers with a third option—to come to one of our centers and use AnyWare to attend any course offered in Canada or the United States. The
advantages to customers of attending our courses at an AnyWare Center compared with using AnyWare from home or office are several:
a.
b.
c.

They are able to connect over the highest speed Internet with a computer configuration optimized for AnyWare, which may very well be superior to what
they would use at home or the office.
They are able to take the course in a quiet location, free from interruptions, so they can focus entirely on learning.
They are able to interact with other students at the center, who may be taking the same or other courses, but who all share a common activity of gaining new
skills they can apply to their jobs. Attendees thus benefit from discussions with their peers during class breaks and lunch.

Initial results from this test have been encouraging, and in the next test phase we plan to open multiple remote standalone AnyWare Centers in Atlanta, Philadelphia,
Los Angeles and Washington, DC metropolitan areas later this month. These AnyWare Centers will provide our customers, who cannot attend at one of our
Education Centers, a convenient and optimized setting to attend our courses.
As more and more customers have tried our AnyWare delivery, we have found that geography becomes less and less important. As an example, we recently had a
course where only four attendees at the education center were joined by an additional 14 AnyWare attendees from their homes and offices around the world. In the
past, we probably would have rescheduled this course but because of AnyWare, it ran as scheduled.
Customers have become more focused on when they can attend a course rather than where. In recognition of this shift in our business, we decided to restructure our
US and Canadian operations into one North American operation. This resulted in the elimination of some duplicate positions, saving the Company approximately $0.9
million in annual salaries and flattening the reporting structure to enable the Company to respond more quickly to changes in the business.
Now let me spend a minute describing our marketing plans for the future.
Our main marketing contact with our customer remains our direct mail campaigns. But since the upgrade of our website, we are starting to put more emphasis on e
marketing activities as we attempt to conduct more interactions with our customers and prospective customers over the Internet. Over the next several quarters, we
plan to introduce a series of expanded services for existing and prospective customers intended to strengthen their connection with Learning Tree. With these new
services, we hope to expand on our customer loyalty and to show prospective customers the knowledge value of Learning Tree services.
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Third Quarter Fiscal 2013 Financial Guidance
We have made these improvements to our Company with our objective being longterm growth and a return to profitability. While the improvements we’ve made are
within our control, the economic environment is not. Europe is experiencing the second slowest GDP growth period in the last 20 years. And economic indicators in
North America point to conditions that have always meant tough times for Learning Tree. In addition, sequestration is expected to have a continuing negative impact
as Learning Tree is the number one provider of IT training to the U.S. federal government under the GSA schedule. We have incorporated these factors into our
projections for our third quarter, but caution that further erosion of enrollments as a result of sequestration could materially impact revenues in our third quarter and to
an even greater degree in our fourth quarter.
The projections for our third quarter of fiscal 2013 are as follows:
Third Quarter Revenues. We currently expect revenues of between $27.7 million and $29.2 million in our third quarter of fiscal 2013, compared to revenues of $33.0
million in our third quarter of fiscal 2012.
Third Quarter Gross Profit. We expect a gross profit percentage in our third quarter of fiscal 2013 of between 45.5% and 46.9% compared to 52.7% in our third quarter
of fiscal 2012.
Third Quarter Operating Expenses. We expect overall operating expenses for our third quarter of fiscal 2013 to be between $16.0 million and $16.6 million, compared to
$19.5 million in the same quarter a year earlier.
Third Quarter Loss from Operations. As a result of the above factors, we expect to incur a third quarter operating loss of between $2.3 million and $4.0 million
compared with an operating loss of $2.1 million in our third quarter of fiscal 2012.
Third Quarter Other Income (Expense), Net. We expect third quarter other income (expense), net to be less than $0.1 million.
Third Quarter PreTax Loss. Overall, we expect to report a pretax loss for our third quarter of fiscal 2013 of between $2.3 million and $4.0 million, compared with a pre
tax loss of $1.8 million in our third quarter of fiscal 2012.
Effective Tax Rate. The Company has determined that due to the establishment of a valuation allowance against deferred tax assets in the U.S., it will no longer be
providing guidance on the next quarter’s effective tax rate.
Effect of Exchange Rates. Because we conduct approximately half of our business in currencies other than U.S. dollars, fluctuations in exchange rates will affect
revenues and expenses when translated into dollars. If the exchange rates of May 1, 2013 remained constant for the remainder of our third quarter of fiscal 2013, we
would expect changes in foreign exchange rates to adversely affect revenues by less than 1% in our third quarter compared to our same quarter of fiscal 2012.
Summary
While we are excited about the possibilities of AnyWare and the improvements we have implemented in our North American operations, we recognize the economic
realities that we now face for the foreseeable future. We take some solace in knowing that we have been through these economic conditions before, and have found
that this is always the best time for us to prepare ourselves for the future, to strengthen our foundation, and to be ready to rapidly respond as economic conditions
improve.
And now we’d like to open the floor for questions.

Thank you. Over the past 38 years, Learning Tree’s mission has been to provide technical and business professionals with the skills and knowledge that significantly
enhance their onthejob productivity, and thereby improve the performance and increase the competitive advantage of their employers. We continue to strive to fulfill
this mission.
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