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UNITED STATES  
SECURITIES AND EXCHANGE COMMISSION  

Washington, D.C. 20549  
  

FORM 10-Q  
  

(Mark One)  

For the quarterly period ended January 2, 2009  

Or  
  

For the transition period from              to               

Commission File Number: 0-27248  
  

Learning Tree International, Inc.  
(Exact name of registrant as specified in its charter)  

  

  

  

703-709-9119  
(Registrant’s telephone number, including area code)  

  

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities 
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), 
and (2) has been subject to such filing requirements for the past 90 days.    ⌧  Yes    �  No  

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller 
reporting company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of 
the Exchange Act. (Check one):  
  

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange 
Act).    �  Yes    ⌧  No  

The number of shares of common stock, $.0001 par value, outstanding as of February 9, 2009 was 15,987,519.  
    

⌧ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934

� TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES 
EXCHANGE ACT OF 1934

Delaware 95-3133814
(State or other jurisdiction of

incorporation or organization)  
(I.R.S. Employer 

Identification No.) 

1805 Library Street, Reston, VA  20190
(Address of principal executive offices)  (Zip Code)

Large accelerated filer �   Accelerated filer  ⌧

Non-accelerated filer  �   Smaller reporting company �
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PART I – FINANCIAL INFORMATION 
  

LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED BALANCE SHEETS  

(in thousands, except share data)  
Unaudited  

  

The accompanying notes are an integral part of these consolidated financial statements.  
  

2 

Item 1. FINANCIAL STATEMENTS 

   
January 2, 

2009   
October 3,

2008  

Assets    

Current Assets:    
Cash and cash equivalents   $ 43,639  $ 51,853 
Available for sale securities    17,987  18,909
Trade accounts receivable, net    16,841  19,685
Income tax receivable    2,033  2,475
Prepaid expenses    4,635  4,750
Other current assets    3,056  3,622

         

Total current assets    88,191  101,294
Equipment, Property and Leasehold Improvements:    

Education and office equipment    40,706  42,658
Transportation equipment    197  206
Property and leasehold improvements    26,705  27,663

    
 

   
 

   67,608  70,527
Less: accumulated depreciation and amortization    (45,734) (46,523)

         

   21,874   24,004 
Available for sale securities    21,475  23,440
Restricted interest-bearing investments    8,803  10,222
Deferred income taxes    11,945  11,080
Other assets    1,972  2,384

         

Total assets   $154,260  $172,424
    

 

   

 

Liabilities    

Current Liabilities:    

Trade accounts payable   $ 7,306  $ 10,968
Deferred revenues    40,936  47,712
Accrued payroll, benefits and related taxes    4,009  4,921
Other accrued liabilities    3,900  4,201
Income taxes payable    1,014  1,011
Current portion of deferred facilities rent    1,072   1,063 
Deferred income taxes    257  189

    
 

   
 

Total current liabilities    58,494  70,065
Asset retirement obligations    2,909  3,319
Deferred income taxes    248  277
Deferred facilities rent    5,269   5,650 
Noncurrent tax liabilities    6,774  6,715

    
 

   
 

Total liabilities    73,694  86,026
         

COMMITMENTS AND CONTINGENCIES    

STOCKHOLDERS’ EQUITY    

Common Stock, $.0001 par value; 75,000,000 shares authorized; 16,245,287 and 16,556,607 issued and 
outstanding, respectively    2  2

Additional paid-in capital    3,392  3,220
Accumulated comprehensive loss    (5,039)  (852)
Retained earnings    82,211  84,028

    
 

   
 

Total stockholders’ equity    80,566  86,398
         

Total liabilities and stockholders’ equity   $154,260  $172,424
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LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  

(in thousands, except per share data)  
Unaudited  

  

The accompanying notes are an integral part of these consolidated financial statements.  
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   Three months ended  

   
January 2,

2009   
December 28,

2007

Revenues   $ 37,966  $ 50,890 
Cost of revenues    16,317  20,331

    
 

   
 

Gross profit    21,649  30,559
Operating expenses:    

Course development    2,211  2,072
Sales and marketing    9,111   10,543 
General and administrative    7,655  9,466

    
 

   
 

   18,977  22,081
         

Income from operations    2,672  8,478
Other income (expense):    

Interest income, net    612  1,183
Foreign exchange losses    (203) (330)
Other, net    (31) 68

    
 

   
 

   378  921
         

Income before provision for income taxes    3,050  9,399
Provision for income taxes    1,208   3,504 

    
 

   
 

Net income   $ 1,842  $ 5,895
    

 

   

 

Earnings per share:    

Income per common share—basic   $ 0.11  $ 0.36
    

 

   

 

Income per common share—diluted   $ 0.11  $ 0.35
    

 

   

 

Weighted average shares outstanding:    

Weighted average shares—basic    16,279  16,508
    

 

   

 

Weighted average shares—diluted    16,279   16,613 
    

 

   

 

Comprehensive income (loss):    

Net income   $ 1,842  $ 5,895
Temporary impairment of auction rate securities    (1,129)  —   
Foreign currency translation adjustments    (3,058) (180)

    
 

   
 

Comprehensive income (loss)   $ (2,345) $ 5,715
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LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES  
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS  

(in thousands)  
Unaudited  

  

The accompanying notes are an integral part of these consolidated financial statements.  
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   Three months ended  

   
January 2,

2009   
December 28,

2007

Cash flows—operating activities:    

Net Income   $ 1,842  $ 5,895
Adjustments to reconcile net income to net cash used in operating activities:    

Depreciation and amortization    1,497  1,573
Share based compensation    172  474
Deferred income taxes    (176) 235
Provision for doubtful accounts    —    (2)
Accretion on asset retirement obligations    46   53 
Gains on disposal of equipment and leasehold improvements    (2) (1)
Gain on liquidation of Investment in Rasmussen College (formerly Collegis, Inc.)    —    (72)
Unrealized foreign exchange (gains) losses    (121) 389
Changes in operating assets and liabilities:    

Trade accounts receivable    2,224  (3,453)
Prepaid marketing expenses    (305) 72
Prepaid expenses and other assets    1,197   697 
Income tax receivable / payable    456  (2,088)
Trade accounts payable    (3,666) (535)
Deferred revenues    (4,003) (2,890)
Deferred facilities rent    (207) 214
Other accrued liabilities    (777) (706)

         

Net cash used in operating activities    (1,823) (145)
    

 
   

 

Cash flows—investing activities:    

Purchases of available for sale securities    (3,644) (6,250)
Sales of available for sale securities    4,625   1,500 
Liquidation of Investment in Rasmussen College (formerly Collegis, Inc.)    —    72
Purchases of equipment, property and leasehold improvements    (447) (3,841)
Proceeds from sale of equipment, property and leasehold improvements    2  1

         

Net cash provided by (used in) investing activities    536   (8,518)
    

 
   

 

Cash flows—financing activities:    

Payments to repurchase common stock    (3,659) —  
         

Net cash used in financing activities    (3,659) —  
    

 
   

 

Effects of exchange rate changes on cash and cash equivalents    (3,268) (151)
         

Net decrease in cash and equivalents    (8,214) (8,814)
Cash and cash equivalents at beginning of period    51,853  49,732

         

Cash and cash equivalents at end of period   $ 43,639  $ 40,918 
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LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES  
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS  

(tables in thousands, except per share data)  
Unaudited  

NOTE 1 – BASIS OF PRESENTATION  
The accompanying unaudited interim condensed consolidated financial statements of Learning Tree International, Inc. and our 

subsidiaries have been prepared pursuant to the rules and regulations of the Securities and Exchange Commission for quarterly reports 
on Form 10-Q and, therefore, omit or condense certain note disclosures and other information required by accounting principles 
generally accepted in the United States of America for complete financial statements. These financial statements should therefore be 
read in conjunction with the audited consolidated financial statements and accompanying notes for the year ended October 3, 2008 
included in our Annual Report on Form 10-K.  

We use the 52/53-week fiscal year method to better align our external financial reporting with the way we operate our business. 
Under this method, each fiscal quarter ends on the Friday closest to the end of the calendar quarter. Accordingly, our first fiscal 
quarter this year ended on January 2, 2009, while the first quarter of our prior fiscal year ended on December 28, 2007.  

In the opinion of management, the accompanying unaudited condensed consolidated financial statements reflect all adjustments, 
which are only of a normal recurring nature, considered necessary to present fairly our financial position as of January 2, 2009 and 
our results of operations for the three months ended January 2, 2009 and December 28, 2007, and our cash flows for the three months 
ended January 2, 2009 and December 28, 2007. Certain prior period amounts have been reclassified to conform to the current period 
presentation.  

NOTE 2 – STOCK-BASED COMPENSATION  
Stock-based compensation expense related to employee stock options and restricted stock grants of $0.2 million and $0.5 

million was included in cost of revenues and operating expenses consistent with the related employee salary costs during the three 
months ended January 2, 2009 and December 28, 2007, respectively.  

NOTE 3 – ASSET RETIREMENT OBLIGATIONS  
We account for asset retirement obligation (“ARO”) liabilities in accordance with Statement of Financial Accounting Standards 

(“SFAS”) No. 143, Accounting for Asset Retirement Obligations (“FAS 143”). We also considered the guidance in Financial 
Accounting Standards Board Interpretation No. 47, Accounting for Conditional Asset Retirement Obligations. The following table 
presents the activity for the ARO liabilities, which are primarily related to the restoration of classroom facilities in our Learning Tree 
Education Centers:  
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Quarter ended
January 2, 

2009   

Year ended
October 3, 

2008  

ARO balance, beginning of period   $ 3,319  $ 3,523 
Accretion expense  46  201 
Liabilities satisfied    —     (1)
Gain on settlement of ARO liability   —    (86)
Revisions in expected cash flows   —    82 
Foreign currency translation   (456)  (400)

    
 

   
 

ARO balance, end of period  $ 2,909 $ 3,319 
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NOTE 4 – EARNINGS PER SHARE  
Basic earnings per share is computed by dividing net income by the weighted average number of common shares outstanding 

(which excludes unvested shares of Common Stock granted under our Equity Incentive Plan) during the reporting period. Diluted 
earnings per share is computed similarly to basic earnings per share except that the weighted average shares outstanding are increased 
to include common stock equivalents, when their effect is dilutive. Approximately 635,000 and 233,000 stock options and restricted 
stock grants were excluded from the computations of diluted earnings per share for the three months ended January 2, 2009 and 
December 28, 2007, respectively, because their effect would not have been dilutive. The computations for basic and diluted earnings 
per share are as follows:  
  

NOTE 5 – INCOME TAXES  
The income tax provision used in the first three months of fiscal year 2009 reflects a 39.6% effective annual tax rate, which 

approximates our expected fiscal year 2009 full year effective tax rate, taking into consideration all projected permanent differences, 
and discrete items recorded in the year-to-date period. The income tax provision used in the first three months of fiscal year 2008 
reflected a 37.3% effective tax rate.  

NOTE 6 – COMMITMENTS AND CONTINGENCIES  
Contingencies  

Currently, and from time to time, we are involved in litigation incidental to the conduct of our business. We are not a party to 
any lawsuit or proceeding that, in the opinion of management, is likely to have a material adverse effect on our consolidated financial 
position or results of operations, except as noted below.  

Beginning in 1996, we have sold Training Passports and Vouchers to the United States Government under terms similar to those 
sold to our commercial customers. The Government has asserted that the expiration and prepayment terms of those programs violate 
the terms of our GSA contract, and Learning Tree’s acceptance of payment under these terms violates the civil False Claims Act, 31 
U.S.C. 3729. We do not agree and are continuing discussions with the Government concerning the extent and amount of any liability. 
If we were to refund all unused amounts on the expired passports and vouchers involved based on our standard refund processes, we 
believe that the amount involved (including interest since the date of each expiration) would be approximately $4.1 million. The 
Government has not filed suit on this matter; however, in the event that the Government were to file suit on this matter, under certain 
legal theories the Government could seek an award of up to treble damages and other penalties.  

NOTE 7 – SEGMENT REPORTING  
Our worldwide operations involve the design and delivery of instructor-led classroom training courses and related services to 

multinational companies and government entities. The training and education we offer is presented in an identical manner in every 
country in which we operate. Our instructors present our courses in a virtually identical fashion worldwide, regardless of whether 
presented in leased classroom space or external facilities, the content of the class being taught or the location or method of 
distribution. We did not have sales to any single customer that amounted to 10% or more of our revenues in the first three months of 
fiscal years 2009 or 2008.  

We conduct and manage our business globally and have reportable segments that operate in six countries: the United States, 
Canada, the United Kingdom, France, Sweden and Japan.  
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   Three months ended

   
January 2,

2009   
December 28,

2007

Numerator:     

Net income   $ 1,842  $ 5,895

Denominator:     

Weighted average shares outstanding     

Basic  16,279   16,508
Effect of dilutive securities    —     105

        

Diluted   16,279   16,613
        

Income per common share—basic   $ 0.11  $ 0.36
        

Income per common share—diluted   $ 0.11  $ 0.35
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Summarized financial information by country for the first quarter of fiscal years 2009 and 2008 is as follows:  
  

NOTE 8 – AVAILABLE FOR SALE SECURITIES  
At January 2, 2009 we had $26.1 million in face value of auction rate securities (“ARS”). This compares to $29.3 million in 

ARS at October 3, 2008. Our ARS are long-term debt instruments backed by municipal bonds and student loans. None of our ARS 
are mortgage-backed debt. All of our ARS had credit ratings of AAA or AA when purchased. Historically, our ARS were highly 
liquid. As a result of liquidity issues in the global credit and capital markets, it has been difficult to sell ARS at their stated value. 
However, we did sell $15.8 million of our ARS in fiscal year 2008 at their stated value. Also, in the first quarter of fiscal year 2009, 
we sold an additional $3.2 million of our auction rate securities at their stated value, including $2.7 million which we sold to 
Wachovia Securities pursuant to a repurchase agreement. We have signed a repurchase agreement with UBS under which we have the 
right to sell our remaining $26.1 million of ARS at their stated value at any time during the period from June 30, 2010 through July 2, 
2012.  

We do not believe that the failure of periodic auctions affects the value of the collateral underlying our ARS, and there have 
been no defaults on the underlying collateral. We continue to earn and receive interest at contractually set rates in a timely manner. 
We can finance our operations even if our ARS investments were to be illiquid for an extended period of time.  

Based on a valuation performed by an independent expert, we concluded there was a temporary impairment of $2.6 million in 
the fair value of our ARS as of October 3, 2008. This valuation is updated at the end of each quarter. Because we believe we will be 
able to redeem these securities at par in the foreseeable future, we do not consider the impairment to be other than temporary or to be 
permanent. We recorded a reduction of $1.6 million on an after-tax basis for the impairment of the ARS to other comprehensive 
income as of October 3, 2008. In November 2008, three of our five ARS were downgraded by several credit agencies from AAA or 
AA to A, A1 or Baa1. At the end of our first quarter of fiscal year 2009, we updated our evaluation of our ARS based on the 
evaluation by our independent expert. As a result, the temporary impairment of our ARS increased from $2.6 million to $4.6 million. 
We recorded a reduction of $1.2 million on an after-tax basis for the impairment of the ARS to other comprehensive income as of 
January 2, 2009.  

Because we have been unable to liquidate these securities, and because of continued liquidity issues in the global credit and 
capital markets, we continue to classify the ARS as non-current assets as of January 2, 2009.  
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   Three months ended

   
January 2,

2009   
December 28,

2007

Revenues:     

United States   $ 16,193  $ 21,814
Canada  4,116   5,392
United Kingdom    9,042   12,589
France   5,327   6,431
Sweden   2,467   3,668
Japan   821   996

        

Total  $ 37,966  $ 50,890
        

Gross profit:     

United States  $ 8,366  $ 12,488
Canada    2,770   3,593
United Kingdom   5,031   7,155
France   3,405   4,087
Sweden   1,539   2,555
Japan   538   681

        

Total   $ 21,649  $ 30,559
        

Total assets:   
United States   $ 96,699  $ 98,558
Canada   13,546   17,327
United Kingdom   26,752   36,567
France   8,969   9,733
Sweden   6,767   8,788
Japan   1,527   2,292

        

Total   $154,260  $ 173,265
        



 ˆ1S25VY71ZVPZT36zŠ
1S25VY71ZVPZT36

88796 TX 8LEARNING TREE INTERN
FORM 10-Q

07-Feb-2009 01:17 EST
HTMWDC

RR Donnelley ProFile MWRpf_rend 2*
ESS 0C

MWRPRFRS08
10.1.10

Page 1 of 1

NOTE 9 – STOCKHOLDERS’ EQUITY 

We repurchased 353,195 shares of Common Stock at a total cost of approximately $3.7 million during the quarter ended 
January 2, 2009. See also Note 11. These shares were retired, and the purchase price for the shares was charged to retained earnings.  

NOTE 10 – FAIR VALUE MEASUREMENTS  
We adopted SFAS No. 157 in the first quarter of fiscal year 2009 for all financial assets and liabilities and nonfinancial assets 

and liabilities that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually). SFAS 
No. 157 defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements. 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date in the principal market for the asset or liability, or in the absence of a principal 
market, the most advantageous market for the asset or liability. The fair value is measured on assumptions that market participants 
would use, including assumptions about non performance risk and credit risk.  

SFAS No. 157 establishes a fair value hierarchy for valuation inputs and prioritizes them based on the extent to which the inputs 
are observable in the marketplace. Categorization is based on the lowest level of input that is available and significant to the 
measurement. These levels are:  
Level 1 – Quoted prices in active markets for identical assets and liabilities.  
Level 2 – Observable inputs other than quoted prices in active markets, including quoted prices for similar assets or liabilities in 
active markets, quoted prices for identical or similar assets or liabilities in markets that are not active, inputs other than quoted prices 
that are observable for the asset or liability and market corroborated inputs.  
Level 3 – Inputs are unobservable and reflect management’s assumptions about the estimates and risks that market participants would 
use in pricing the asset or liability.  

The following sections describe the valuation methodologies we use to measure different financial assets at fair value.  
  

  

  

Assets Measured at Fair Value on a Recurring Basis  
The following table presents our assets measured at fair value on a recurring basis at January 2, 2009:  
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•  U.S. Government Agency Securities—Because of the readily available markets for these instruments, we use quoted prices 

and other relevant information generated by market transactions involving identical or comparable assets provided by our 
investment broker/advisor to establish fair values. 

 
•  Municipal and Commercial Securities—Since these securities are not as liquid, with the assistance of our investment 

broker/advisor, the fair values are determined using valuation models which include assumptions about interest rates, yield 
curves, credit risks, and default rates.  

 

•  Auction Rate Securities—Given the complexity of our investments in ARS, we engaged an independent investment 
advisor to assist in determining the fair value of our investments. We, with the assistance of our advisor, estimated the fair 
value of the ARS based on the following: (i) the underlying structure of each security; (ii) the present value of future 
principal and interest payments discounted at rates consistent with current market conditions; (iii) consideration of the 
probabilities of default, auction failure, or repurchase at par for each period; and (iv) estimates of the recovery rates in the 
event of default for each security. The estimated fair values could change based on future market conditions.  

   

Quoted Prices
in Active 

Markets for
Identical 

Assets 
(Level 1)   

Significant 
Other 

Observable
Inputs 

(Level 2)   

Significant 
Unobservable

Inputs 
(Level 3)

Commercial paper   $ —    $ 3,998  $ —  
U.S. government and agency securities   5,381  —     —  
Municipal securities   —    12,606   21,475

            

  $ 5,381  $ 16,604  $ 21,475
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Changes in Level 3 Assets Measured at Fair Value on a Recurring Basis 

The following table presents the changes in Level 3 assets measured on a recurring basis for the quarter ended January 2, 2009. 
All of our level 3 assets consist of ARS classified as noncurrent with changes in fair value included in other comprehensive income 
(loss).  
  

Non Financial Liabilities Measured at Fair Value on a Nonrecurring Basis  
We measure our asset retirement obligations at fair value on a nonrecurring basis, when we believe there has been an indication 

the fair value has changed. We did not adjust the values of those liabilities during the three months ended January 2, 2009.  

NOTE 11 – SUBSEQUENT EVENT  
After the end of our first quarter, and through February 4, 2009, we have repurchased an additional 244,422 shares of Common 

Stock at a total cost of approximately $2.3 million.  
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Auction Rate

Securities  

Balance, beginning of period   $ 26,640 
Total realized and unrealized gains (losses):  

Included in earnings    —   
Included in other comprehensive income (loss)    (1,965)

Purchases, issuances, and settlements    (3,200)
    

 

Balance, end of period  $ 21,475 
    

 

Change in unrealized gains or losses relating to assets still held at 
January 2, 2009   $ (1,965)

    

 



 ˆ1S25VY71ZVQK316rŠ
1S25VY71ZVQK316

88796 TX 10LEARNING TREE INTERN
FORM 10-Q

07-Feb-2009 01:17 EST
HTMWDC

RR Donnelley ProFile MWRpf_rend 2*
ESS 0C

MWRPRFRS08
10.1.10

Page 1 of 2

The following discussion and analysis is provided to increase the understanding of, and should be read in conjunction with, our 
unaudited condensed consolidated financial statements and notes included in this Quarterly Report on Form 10-Q and our 
consolidated financial statements and notes in our Annual Report on Form 10-K for the year ended October 3, 2008 (our “2008 10-
K”). We use the terms “we,” “our,” and “us” to refer to Learning Tree International, Inc. and our subsidiaries.  

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS  
This report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and 

Section 21E of the Securities Exchange Act of 1934. You can find many (but not all) of these statements by looking for words such as 
“approximates,” “believes,” “expects,” “anticipates,” “estimates,” “intends,” “plans” “would,” “may” or other similar 
expressions in this report. We claim the protection of the safe harbor contained in the Private Securities Litigation Reform Act of 
1995. We caution investors that any forward-looking statements presented in this report, or which management may make orally or in 
writing from time to time, are based on the beliefs of, assumptions made by, and information currently available to management. 
Such statements are based on assumptions, and the actual outcome will be affected by known and unknown risks, trends, 
uncertainties and factors that are beyond our control. Although we believe that our assumptions are reasonable, they are not 
guarantees of future performance, and some will inevitably prove to be incorrect. As a result, our actual future results may differ 
from our expectations, and those differences may be material. We are not undertaking any obligation to update any forward-looking 
statements. Accordingly, investors should use caution in relying on past forward-looking statements, which are based on known 
results and trends at the time they are made, to anticipate future results or trends.  

Some of the risks and uncertainties that may cause our actual results, performance or achievements to differ materially from 
those expressed or implied by forward-looking statements 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. Please refer to the risk factors under “Item 1A. Risk Factors” beginning on page 11 
and elsewhere in our 2008 10-K, as well as in our other filings with the Securities and Exchange Commission.  

The risks included in our filings are not exhaustive, and additional factors could adversely affect our business and financial 
performance. We operate in a very competitive and rapidly changing environment. New risk factors emerge from time to time, and it 
is not possible for management to predict all such risk factors, nor can it assess the impact of all such risk factors on our business or 
the extent to which any factor, or combination of factors, may cause actual results to differ materially from those contained in any 
forward-looking statements. We do not undertake and specifically disclaim any obligation to update such forward-looking statements 
to reflect occurrences or unanticipated events or circumstances after the date of such statements except as required by law.  

OVERVIEW  
We are a leading worldwide vendor-independent provider to business and government organizations for the training and 

education of their managers and information technology (“IT”) professionals. Since our founding in 1974, we have provided high-
quality training to nearly 1.9 million managers and IT professionals.  

We develop our own proprietary courses to be highly interactive, and incorporate extensive hands-on exercises or case study 
workshops. Our vendor-independent IT courses provide participants an unbiased perspective regarding software and hardware 
products and the ability to compare and integrate multiple platforms and technologies from various vendors. Our management 
courses, while addressing core concepts and theories, focus heavily on providing skills, tools, and technologies that participants can 
apply immediately upon returning to their jobs. Our RealityPlus™ management courses utilize extensive “real-world” simulations to 
teach practical management techniques. This innovative, multi-media methodology provides an environment in which RealityPlus™ 
course participants learn entirely by doing. Throughout the courses, participants gain extensive experience applying new management 
skills in life-like challenging situations, within the confines of the classroom and under the guidance of an expert instructor. As a 
result, RealityPlus™ course participants achieve greater mastery of effective management techniques as well as the confidence 
needed to apply them, and thus return to their jobs both ready and willing to immediately apply their expanded skills in their 
workplace.  

Based on their sophistication and quality, all our courses are recommended for one to two semester hours of college credit by the 
American Council on Education. We are also a trusted continuing professional education (CPE) provider of the International 
Information Systems Security Certification Consortium (ISC)2. In addition, we are on the National Association of State Boards of 
Accountancy National Registry of CPE sponsors and are a Registered Education Provider of the Project Management Institute (PMI). 

After assessing market need, most of our courses are translated into French, Swedish and Japanese. We offer our proprietary 
courses through local operations in the United States, the United Kingdom, France, Canada, Sweden and Japan, and typically generate 

Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS 
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over half of our revenues internationally. Each operating subsidiary is staffed by local personnel responsible for the sale and 
delivery of Learning Tree courses in that country.  
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Our instructors are not full time employees; rather, they are practicing professionals who apply the same IT and management 
skills they teach in our classrooms as independent consultants or full-time employees elsewhere when they are not teaching. On 
average, each expert instructor teaches about 11 courses per year on an “as needed” basis. This ensures that our instructors stay at the 
forefront of their respective disciplines, and also enables us to structure our business so the majority of course delivery costs are 
variable. In addition to the delivery of our courses in our state-of-the-art education centers, our infrastructure and logistical 
capabilities allow us to coordinate, plan and deliver our courses at hotels, conference facilities and customer sites worldwide.  

We continue our tradition of excellence by always seeking to improve our core strengths: expert instructors, proprietary content 
library, state-of-the-art classrooms and worldwide course delivery systems. We believe that quality and customer satisfaction remain 
the underlying driving forces for our long-term success.  

CURRENT ECONOMIC ISSUES  
The current business environment is among the most challenging we have faced in our 34 year history, as businesses have been 

cutting back on spending of all kinds in response to the global economic crisis. As an indication of the effect this slowdown had on 
our business during our first quarter of fiscal year 2009, the number of course participants per available training week declined by 
approximately 12.0% compared with our first quarter of fiscal year 2008. Our overall reported revenues for our first quarter of fiscal 
year 2009 declined by 25.4% from those in our first quarter of fiscal year 2008. Changes in foreign exchange rates account for 9.2% 
of the decline.  

We have already taken some steps to reconfigure our business to meet these challenges:  
  

  

  

  

  

  

KEY METRICS OF OUR FIRST QUARTER OF FISCAL YEAR 2009  
As discussed in more detail throughout our Management’s Discussion and Analysis of Financial Condition and Results of 

Operations, for the three months ended January 2, 2009:  
  

  

  

  

  

  

  

  

 

•  In November, we eliminated 73 existing positions, representing approximately 14.0% of our approved positions, across a 
wide range of levels, functions and locations. We expect to see savings from this restructuring starting in our second 
quarter of fiscal year 2009, and we are continuing to evaluate our staffing levels as we strive to match the size of our 
infrastructure to our current business levels.  

 
•  We have focused on controlling our variable costs and maximizing our gross profit. As a result, although we cannot control 

certain fixed costs, such as the cost of our education centers, our gross profit percentage only decreased to 57.0% during 
our first quarter of fiscal year 2009 from 60.0% during our first quarter of fiscal year 2008.  

 

•  While we continue to believe that we can gain additional revenue by expanding our course library, we have somewhat 
scaled back our initiative to develop and offer increased numbers of new course titles, although we will continue to 
develop and introduce new course titles in response to market demand. Because of the many titles we had already started 
developing, and which are already well into the development pipeline, we expect the number of titles we will introduce 
during fiscal year 2009 to exceed the numbers introduced annually in the fiscal year 2006-2008 period.  

 •  We have also instituted a variety of other cost-saving measures throughout our operations.  

 
•  We are looking hard at our sales and marketing expenses to find greater efficiencies, and focusing our sales and marketing 

investment on activities which we expect to provide a rapid positive return. 

 

•  Additionally, we are continuing to evaluate all aspects of our business, both to identify opportunities to cut costs and 
operate more efficiently, but also to evaluate opportunities to significantly reshape our processes and our business model 
with the ultimate goal of ensuring that Learning Tree is optimally positioned to deal with the challenges of today’s 
economy.  

 •  Revenues decreased to $38.0 million from $50.9 million, a decline of 25.4% from the same quarter of our prior fiscal year; 

 •  Gross Profit decreased to 57.0% of revenues from 60.0% for the same quarter of our prior fiscal year;  
 •  Operating Expenses include $0.4 million of costs associated with the potential sale of the Company;  

 
•  Operating Expenses include $0.4 million of costs associated with a restructuring that eliminated 73 existing positions 

worldwide;  
 •  Operating Expenses increased to 50.0% of revenues from 43.3% for the same quarter of our prior fiscal year;  

 
•  Income from Operations was $2.7 million, a decrease of $5.8 million from the results for the same quarter of our prior 

fiscal year;  
 •  Net income decreased to $1.8 million compared to $5.9 million in our first quarter of fiscal year 2008;  

 
•  The sum of cash and cash equivalents and current available for sale securities decreased $9.1 million to $61.6 million at 

January 2, 2009 compared with October 3, 2008;  
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RESULTS OF OPERATIONS  
The following table summarizes our consolidated statements of operations for the periods indicated expressed as a percentage of 
revenues:  
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•  Net working capital (current assets minus current liabilities) decreased $1.5 million at January 2, 2009 compared with 

October 3, 2008;  
 •  We purchased 353,195 shares of our common stock during the quarter for a total purchase price of $3.7 million; and 

 
•  We increased the $2.6 million ($1.6 million after tax) temporary impairment of our auction rate securities that we took in 

the fourth quarter of fiscal year 2008 by $2.0 million ($1.2 million after tax). This amount has been recorded in other 
comprehensive income and does not decrease our reported net income. 

   Three months ended  

   
January 2,

2009   
December 28,

2007  

Revenues   100.0% 100.0%
Cost of revenues  43.0% 40.0%

       

Gross profit   57.0% 60.0%
Operating expenses:    

Course development   5.8% 4.0%
Sales and marketing   24.0% 20.7%
General and administrative  20.2% 18.6%

   
 

  
 

Total operating expenses   50.0% 43.3%
       

Income from operations   7.0% 16.7%
Other income (expense), net   1.0% 1.8%

   
 

  
 

Income before taxes   8.0% 18.5%
Income tax provision   3.1% 6.9%

       

Net income   4.9% 11.6%
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THREE MONTHS ENDED JANUARY 2, 2009 COMPARED WITH DECEMBER 28, 2007 

Revenues. Revenues for our first quarter of fiscal year 2009 decreased by 25.4% compared to the same quarter in fiscal year 
2008. The decrease in revenues is primarily due to three factors: (a) 13.5% fewer attendee-days of training per available week; (b) 
changes in foreign exchange rates caused revenues to decrease by 9.2%; and (c) because of the timing of quarter ends and holidays, 
our first quarter of fiscal year 2009 had only 11 weeks during which we conducted classes, an effective reduction in available training 
time of approximately 8.0% compared to our first quarter of fiscal year 2008. These adverse affects were partially offset by the effects 
of price increases and changes in product mix.  

During our first quarter of fiscal year 2009, we trained 21,414 course participants, a 19.3% decrease from the 26,551 course 
participants we trained in the first quarter of the prior fiscal year, reflecting in part the one less week available for training during the 
first quarter of fiscal year 2009. Average days per event decreased to 3.6 days per event in the first quarter of fiscal year 2009 from 
3.7 days per event in the first quarter of fiscal year 2008.  

During our first quarter of fiscal year 2009, we provided 77,162 attendee-days of training, a 20.7% decrease from 97,356 
attendee-days in the same quarter in fiscal year 2008, due in part to having one less week available for training. In our management 
courses during our first quarter of fiscal year 2009, we provided 26,413 attendee-days of training, a 13.7% decrease from the 30,620 
attendee-days in the corresponding period in fiscal year 2008. In our technology courses during our first quarter of fiscal year 2009, 
we provided 50,749 attendee-days of IT training, a 24.0% decrease from the 66,736 attendee-days in the corresponding period in 
fiscal year 2008. In our first quarter of fiscal year 2009, average revenue per participant was 7.9% lower than in the same quarter of 
the prior fiscal year due primarily to the negative effect of changes in foreign exchange rates and an increase in the relative proportion 
of participants in management courses which are shorter and have a lower average revenue per participant than IT courses. This was 
slightly offset by the effects of price increases (exclusive of the effects of foreign exchange rates) and a shift in the mix of single seat, 
voucher and passport attendees at courses held in our own education centers.  

Cost of Revenues. Our cost of revenues primarily includes the costs of course instructors and their travel expenses, course 
materials, classroom facilities, equipment, freight and refreshments.  

During our first quarter of fiscal year 2009, we presented 1,613 events compared to 1,969 events during the same period in fiscal 
year 2008. Our cost of revenues for our first quarter of fiscal year 2009 was $16.3 million compared to $20.3 million in the same 
period in fiscal year 2008. Our cost of revenues as a percentage of our revenues increased to 43.0% for our first quarter of fiscal year 
2009 from 40.0% in the same quarter of the prior fiscal year. As a result, our gross profit percentage for the first quarter of fiscal year 
2009 was 57.0% compared to 60.0% in the same quarter of the prior fiscal year. Changes in exchange rates do not materially affect 
gross profit percentages since exchange rates have essentially the same impact on both revenues and cost of revenues in any time 
period.  

The increase in cost of revenues as a percentage of revenues in our first quarter of fiscal year 2009 reflects a 9.3% decrease in 
average revenue per event partly offset by a 2.0% decrease in average cost per event. The decrease in our average revenue per event, 
is the result of a 1.5% decrease in average attendees per event and the 7.9% decrease in average revenue per participant discussed 
earlier. The decrease in average cost per event principally results from the effect of changes in foreign exchange rates and the 
decrease in attendees per event, largely offset by proportionately higher fixed costs per event due to having fewer events in the quarter 
over which to allocate the expenses associated with our education centers.  

Course Development Expenses. We maintain a disciplined process to develop new courses and update our existing courses. 
Costs incurred in that process, principally for internal product development staff and for subject matter experts, are expensed when 
incurred and are included in course development expenses.  

As part of our previously announced initiative to increase the rate at which we develop and introduce new course titles, we spent 
$2.2 million on course development during our first quarter of fiscal year 2009. However, because we reduced spending on other 
aspects of our course development processes, we only spent $0.1 million more than in the same quarter of fiscal year 2008. Largely 
due to the decline in our revenues, course development expense was 5.8% of revenues in our first quarter of fiscal year 2009 
compared to 4.0% in the same quarter of fiscal year 2008.  

In our first quarter of fiscal year 2009, we introduced six new IT course titles and six new management course titles. We retired 
one management and three IT course titles in the first quarter. As a result, our library of instructor-led courses numbered 193 titles at 
the end of our first quarter of fiscal year 2009 compared with 160 titles at the end of the same quarter of the prior fiscal year. At the 
end of our first quarter of this fiscal year, we had 59 management titles in our course library, compared with 45 titles at the end of the 
same quarter of the prior fiscal year. Our library of IT titles numbered 134 at the end of our first fiscal quarter, compared to 115 at the 
end of the same quarter of the prior fiscal year.  

Sales and Marketing Expenses. Sales and marketing expenses include the cost of designing, producing and distributing direct 
mail and media advertisements, distributing marketing e-mails; maintaining and further developing our website; compensation and  
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travel-related costs for sales and marketing personnel; and the cost of information systems to support these activities. Our sales and 
marketing expenses, and in particular our expenditure on course catalogs, is one of our largest expenditures. We have adjusted the 
market sectors to which we mail our catalogs, and continue to evaluate additional ways to increase the efficiency of our marketing 
expenditures by spending less without materially reducing the response to that marketing, or while increasing the response to that 
marketing.  

Sales and marketing expense in our first quarter of fiscal year 2009 was 24.0% of revenues, compared with 20.7% for the same 
quarter in the prior fiscal year. Sales and marketing expense was $9.1 million in our first quarter of fiscal year 2009, compared to 
$10.5 million during our first quarter of fiscal year 2008. The net decrease was primarily attributable to a reduction of $1.0 million in 
the expenses incurred for the production and mailing of our catalogs due to mailing fewer catalogs. The remaining difference is due to 
reductions in professional service fees and reductions in sales expense; partially offset by increases in advertising expense and 
personnel expense. Included in these figures, changes in foreign exchange rates caused sales and marketing expenses to decline by 
about 8.0%.  

General and Administrative Expenses. G&A expense during our first quarter of fiscal year 2009 was $7.7 million, a decrease 
of $1.8 million compared to $9.5 million in our first quarter of fiscal year 2008. Approximately $0.6 million of this was due to 
reductions in cash and equity incentive compensation expenses in the first quarter of fiscal year 2009. Additionally, our first quarters 
of both fiscal year 2009 and fiscal year 2008 included significant items not associated with current operations:  
  

  

The remainder of the difference was due to various cost reduction actions.  

Again, despite the reduction in our absolute expenditure on G&A, the reduction in revenues resulted in G&A expense in our first 
quarter of 20.2% of revenues compared with 18.6% in the same quarter of our prior year.  

Other Income (Expense), Net. Other income (expense), net consists primarily of interest income and foreign currency 
transaction gains and losses.  

During the first quarter of fiscal year 2009, other income, net totaled $0.4 million compared to $0.9 million in the same period of 
fiscal year 2008. The net decrease was primarily due to a reduction in interest income of $0.6 million due to lower interest rates, 
partly offset by a decrease in foreign currency transaction losses of $0.1 million.  

Income Taxes. Our income tax provision in the first quarter of fiscal year 2009 decreased to $1.2 million from $3.5 million in 
the first quarter of fiscal year 2008. The decrease in our fiscal year 2009 tax provision was due to a reduction in pre-tax income, 
partially offset by an increase in our effective tax rate. Our income tax provision for the first quarter of fiscal year 2009 reflects a 
39.6% effective tax rate, compared with our income tax provision used in the first quarter of fiscal year 2008, which reflected a 37.3% 
effective tax rate. The increase in the fiscal year 2009 effective rate is due to a permanent difference associated with stock option 
compensation expense, a reduction in the amount of tax-exempt interest income and lower expected pre-tax income. The lower 
expected pre-tax income generally tends to increase the effective tax rate because unfavorable permanent differences have a more 
significant impact on the rate because they do not fluctuate as much with revenues.  

Net Income. Our net income for the first quarter of fiscal year 2009 was $1.8 million compared to net income of $5.9 million 
for the first quarter of fiscal year 2008.  

Effects of Foreign Exchange Rates. Although our consolidated financial statements are stated in U.S. dollars, all of our 
subsidiaries outside of the U.S. have functional currencies other than the U.S. dollar. Gains and losses arising from the translation of 
the balance sheets of our subsidiaries from the functional currencies to U.S. dollars are reported as adjustments to stockholders’ 
equity. Fluctuations in exchange rates may also have an effect on our results of operations. Since both revenues and expenses are 
generally denominated in our subsidiaries’ local currency, changes in exchange rates that have an adverse effect on our foreign 
revenues are partially offset by a favorable effect on our foreign expenses. The impact of future exchange rates on our results of 
operations cannot be accurately predicted. To date, we have not sought to hedge the risks associated with fluctuations in exchange 
rates and therefore we continue to be subject to such risks. Even if we undertake such hedging transactions in the future there can be 
no assurance that any hedging techniques we implement would be successful in eliminating or reducing the effects of currency 
fluctuations. See Item 1A “Risk Factors” in our 2008 10-K.  

Recently Issued Accounting Pronouncements.  

 

•  Our first quarter of fiscal year 2009 included $0.4 million for costs associated with exploring a potential sale of the 
company, including non-contingent transaction contribution bonuses for certain employees, principally in our finance and 
accounting department, as well as legal fees and special committee fees, and $0.4 million of restructuring costs incurred as 
a result of our November staff reductions.  

 
•  Our first quarter of fiscal year 2008 included $0.8 million in one-time professional service fees, $0.3 million related to 

lapsed stock options and $0.2 million for contingency accruals. 
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On October 4, 2008, we adopted Statement of Financial Accounting Standards No. 157, Fair Value Measurements 
(“SFAS 157”). SFAS 157 provides a common definition of fair value and establishes a framework to make the measurement of fair 
value in generally accepted accounting principles more consistent and comparable. SFAS 157 also requires expanded disclosures.  
  

13 



 ˆ1S25VY72BMB0PQ61Š
1S25VY72BMB0PQ6

88796 TX 14LEARNING TREE INTERN
FORM 10-Q

10-Feb-2009 13:16 EST
HTMWDC

RR Donnelley ProFile MWRshers0wd 5*
ESS 0C

WDCFBUAC350715
10.1.15

Page 1 of 2

SFAS 157 does not require new fair value measurements but applies to other standards that require fair value measurement. In 
February 2008, the Financial Accounting Standards Board (“FASB”) issued FASB Staff Position (“FSP”) No. 157-2, Effective Date 
of FASB Statement No. 157. FSP 157-2 delays the effective date of SFAS 157 to fiscal years beginning after November 15, 2008 for 
nonfinancial assets and nonfinancial liabilities, except for items that are recognized or disclosed at fair value in the financial 
statements on a recurring basis (at least annually). We will adopt SFAS 157 for nonfinancial assets and nonfinancial liabilities 
beginning in the first quarter of fiscal year 2010 as allowed by FSP 157-2. We do not currently believe adoption will have a material 
impact on our consolidated financial statements.  

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, The Fair Value Option for Financial 
Assets and Financial Liabilities—Including an amendment of FASB Statement No. 115, (“SFAS 159”), which became effective for us 
October 4, 2008. SFAS 159 permits entities to choose to measure many financial instruments and certain other items at fair value. The 
objective is to improve financial reporting by providing entities with the opportunity to mitigate volatility in reported earnings caused 
by measuring related assets and liabilities differently without having to apply complex hedge accounting provisions. We chose not to 
elect the fair value option.  

FLUCTUATIONS IN QUARTERLY RESULTS  
Our quarterly results are affected by many factors, including the number of weeks during which courses can be conducted in a 

quarter, the nature and extent of our marketing, the timing of the introduction of new courses, competitive forces within the markets 
we serve, the mix of our course events between IT and management and customer site or education center venues, and currency 
fluctuations.  

LIQUIDITY AND CAPITAL RESOURCES  
Our primary sources of liquidity include cash and cash equivalents on hand of $43.6 million at January 2, 2009. During the first 

quarter of fiscal year 2009, our total cash and cash equivalents decreased by $8.2 million. Our net working capital (current assets 
minus current liabilities) decreased $1.5 million during the same time period.  

Cash Flows. Our cash and cash equivalents decreased $8.2 million to $43.6 million at January 2, 2009 from $51.8 million at 
October 3, 2008 (dollars in thousands).  
  

Cash used in operating activities increased by $1.7 million in the first quarter of fiscal year 2009 from $0.1 million in the same 
period of fiscal year 2008. Cash provided by investing activities increased by $9.1 million in the first quarter of fiscal year 2009, due 
primarily to a decrease in the purchases of equipment and other capital assets of $3.4 million and a decrease in net purchases of 
available for sale securities of $5.7 million. Cash used in financing activities increased by $3.7 million due to repurchases of our 
common stock. Changes in exchange rates had the effect of decreasing cash and cash equivalents by $3.1 million in the first quarter of 
fiscal year 2009, primarily reflecting a decline in exchange rates in the first quarter of fiscal year 2009 compared to the first quarter of 
fiscal year 2008, for the British Pound, Euro and Canadian Dollar as applied to our international cash balances.  

Liquidity. During our first quarter of fiscal year 2009, the total of our cash and available for sale securities decreased by $11.1 
million to $83.1 million at January 2, 2009 from $94.2 million at October 3, 2008. This decrease included the effects of $3.7 million 
of stock repurchases, $3.3 million from changes in foreign exchange rates and a $2.0 million non-cash charge for additional 
temporary impairment of our auction rate securities (“ARS”).  

At January 2, 2009 our net working capital (current assets minus current liabilities) was $29.7 million, a $1.5 million decrease 
from our working capital balance at October 3, 2008 as a result of seasonality factors and the overall decline in revenues, partly offset 
by our net profit for the quarter. Current assets declined $13.1 million of which $5.0 million was due to the effect of changes in 
foreign exchange rates. Exclusive of the effects of changes in foreign rates, cash declined $4.7 million and accounts receivable 
declined $2.2 million. Declines in other current assets account for the remainder of the change. Current liabilities declined $11.6 
million of which $3.8 million was due to the effect of changes in foreign exchange rates. Exclusive of the effects of foreign exchange 
rates, deferred revenues declined $4.0 million and accounts payable declined $3.1 million. Declines in other current liabilities account 
for the remainder of the change. The declines in accounts receivable and deferred liabilities are primarily due to lower revenues. The 

  Three months ended   

   
January 2,

2009   
December 28,

2007   Net Change 

Cash used in operating activities  $ (1,823) $ (145) $ 1,678 
Cash provided by (used in) investing 

activities   536  (8,518)  (9,054)
Cash used in financing activities   (3,659) —    3,659 
Effects of exchange rate changes on 

cash and cash equivalents   (3,268) (151)  3,117 
             

Decrease in cash and cash equivalents   $ (8,214) $ (8,814) $ (600)
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declines in accounts payable and the other working capital accounts are primarily due to lower levels of activity as evidenced by 
lower costs of revenues and lower operating costs.  

We have no outstanding debt or line of credit agreements. We anticipate we will continue to rely primarily on our balance of 
cash and cash equivalents on hand and cash flows from operations to finance our operating cash needs. We believe that such funds 
will be sufficient to satisfy our anticipated cash requirements for the foreseeable future.  
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At January 2, 2009 we had $26.1 million in face value of ARS. This compares to $29.3 million in ARS at October 3, 2008. Our 
ARS are long-term debt instruments backed by municipal bonds and student loans. None of our ARS are mortgage-backed debt. All 
of our ARS had credit ratings of AAA or AA when purchased. Historically, our ARS were highly liquid. As a result of liquidity 
issues in the global credit and capital markets, it has been difficult to sell ARS at their face value. However, we did sell $15.8 million 
of our ARS in fiscal year 2008 and an additional $3.2 million in the first quarter of fiscal year 2009, all at their stated value. We have 
signed a repurchase agreement with UBS under which we have the right to sell our remaining $26.1 million of ARS at their stated 
value at any time during the period from June 30, 2010 through July 2, 2012.  

We do not believe that the failure of periodic auctions affects the value of the collateral underlying our ARS, and there have 
been no defaults on the underlying collateral. We continue to earn and receive interest at contractually set rates in a timely manner. 
We can finance our operations even if our ARS investments were to be illiquid for an extended period of time.  

Because we have been unable to liquidate these securities, and because of continued liquidity issues in the global credit and 
capital markets, we continue to classify the ARS as non-current assets as of January 2, 2009.  

Capital Requirements. During the first quarter of fiscal year 2009, we made capital expenditures of $0.4 million for the 
purchase of furniture and computer equipment worldwide. We plan to purchase an additional $4.0 million in equipment and other 
capital assets during fiscal year 2009. Our contractual obligations as of January 2, 2009 are consistent in material respects with our 
fiscal year-end disclosure in Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations— Liquidity and Capital Resources—Capital Requirements” of our 2008 10-K.  

We have a number of operating leases for our administrative offices and education center classroom facilities located 
worldwide. These leases expire at various dates over the next 11 years. In addition to requiring monthly payments for rent, some of 
the leases contain asset retirement provisions whereby we are required to return the leased facility back to a specified condition at the 
expiration of the lease.  

CRITICAL ACCOUNTING ESTIMATES AND POLICIES  
Management’s discussion and analysis of our financial condition and results of operations is based on our unaudited condensed 

consolidated financial statements. The preparation of these financial statements is based on the selection of accounting policies and 
the application of significant accounting estimates, some of which require management to make judgments, estimates and 
assumptions that affect the amounts reported in the financial statements and notes. We believe some of the more critical estimates and 
policies that affect our financial condition and results of operations are in the areas of revenue recognition, operating leases, asset 
retirement obligations, stock-based compensation and income taxes. For more information regarding our critical accounting estimates 
and policies, see Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical 
Accounting Estimates and Policies” of our 2008 10-K. We have discussed the application of these critical accounting policies and 
estimates with the Audit Committee of our Board of Directors.  

FUTURE OUTLOOK  
As we have for the past 34 years, we continue to emphasize excellence in educating and training managers and IT professionals 

from government and commercial organizations around the world. We believe that quality is a significant differentiator in the eyes of 
our customers, and that Learning Tree’s proven long-term record of exceptional performance is a reason for our clients’ tremendous 
loyalty. We continue our emphasis on excellence by focusing on our core strengths: our expert instructors, proprietary content library, 
state-of-the-art classrooms, application of technology to education, and worldwide course delivery systems  

The current economic climate is having an effect on our business, and many economists are predicting a long, challenging 
period for the global economy. We believe that effective training in information technology and management skills improves our 
customers’ competitiveness, and that our customers will continue to invest in training their personnel in these critical competencies. 
However, we also expect that some customers will reduce their spending on training services as part of their response to the current 
economic conditions. We therefore believe we must manage our business with the expectation that such economic conditions will 
adversely affect our revenues, an impact that will only be partially offset by the positive effects of the growth initiatives we instituted 
last year.  
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Effect of Exchange Rates. Approximately half of our business annually is conducted in currencies other than U.S. dollars and 
fluctuations in exchange rates will affect future revenues and expenses when translated into dollars. We expect to report a negative 
effect of approximately 12.0% due to changes in foreign exchange rates in our second quarter of fiscal year 2009, which will have the 
effect of increasing both our revenues and our expenses compared to our second quarter of fiscal year 2008.  
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Expenses Associated with the Potential Sale of the Company. Our projections for our second quarter of fiscal year 2009 include 
approximately $0.4 million of G&A expense related to the potential sale of the Company, which will reduce our projected operating 
income and pre-tax income by that amount.  

Second Quarter Revenues. We currently expect revenues in our second quarter of fiscal year 2009 to be between $28.5 million and 
$30.0 million, compared to $39.2 million in the same quarter of fiscal year 2008.  

Second Quarter Gross Profit. We expect our gross profit percentage in our second quarter of fiscal year 2009 to be between 47.2% 
and 48.7% compared to 54.9% in our second quarter of fiscal year 2008.  

Second Quarter Operating Expenses. We expect overall operating expenses for our second quarter of fiscal year 2009 to be 
between $17.5 and $18.5 million.  

Second Quarter Operating Loss. As a result of the above factors, we expect an operating loss for our second quarter of fiscal year 
2009 to be between $3.5 million and $5.0 million, compared with operating income of $0.7 million in the second quarter of fiscal year 
2008.  

Second Quarter Interest Income. We expect second quarter interest income to be approximately $0.5 million.  

Second Quarter Pre-Tax Loss. As a result of the above factors, we expect the pre-tax loss for our second quarter of fiscal year 2009 
to be between $3.0 million and $4.9 million, compared with pre-tax income of $2.2 million in the second quarter of fiscal year 2008.  

Effective Tax Rate. We estimate that our effective tax rate in our second quarter of fiscal year 2009 will be approximately 40.0%.  
  

For information required by this item see Part II, Item 7A, “Quantitative and Qualitative Disclosures About Market Risk” of our 
2008 Annual Report on Form 10-K. We do not believe our exposure to market risk has changed materially since October 3, 2008.  

As discussed in Note 8 and in the Liquidity and Capital Resources section of this report, we held $26.1 million in ARS at 
January 2, 2009. Due to the turmoil in the worldwide credit markets since mid February 2008, we were not able to sell these securities 
in the scheduled auctions. There can be no assurance that we will be able to sell these securities at par in the unexpected event that we 
need to do so in the near term. However, these ARS are backed by long-term debt which, if necessary, we have the ability to hold 
until maturity.  
  

Disclosure Controls and Procedures  
As of the end of the period covered by this report, management performed an evaluation, with the participation of our Chief 

Executive Officer and Chief Financial Officer, of the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-
15(e) or 15d – 15(e) under the Securities Exchange Act of 1934, as amended). Based on this evaluation, our Chief Executive Officer 
and Chief Financial Officer have concluded that our disclosure controls and procedures are effective in ensuring that information 
required to be disclosed by us in reports filed or submitted under the Securities Exchange Act of 1934, as amended, (i) is recorded, 
processed, summarized and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms 
and (ii) is accumulated and communicated to our management, including our principal executive officer and our principal financial 
officer, to allow timely decisions regarding required disclosure.  

Changes in Internal Control Over Financial Reporting  
There have been no changes in our internal controls that occurred during the period covered by this report that we believe have 

materially affected or are reasonably likely to materially affect, our internal control over financial reporting.  
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PART II – OTHER INFORMATION 
  

From time to time, we are involved in litigation incidental to the conduct of our business. As of January 2, 2009, we are not a 
party to any lawsuit or proceeding that, in our opinion, is likely to have a material adverse effect on our financial position or results of 
operations.  

Beginning in 1996, we have sold Training Passports and Vouchers to the United States Government under terms similar to those 
sold to our commercial customers. The Government has asserted that the expiration and prepayment terms of those programs violate 
the terms of our GSA contract, and Learning Tree’s acceptance of payment under these terms violates the civil False Claims Act, 31 
U.S.C. 3729. We do not agree and are continuing discussions with the Government concerning the extent and amount of any liability. 
If we were to refund all unused amounts on the expired passports and vouchers involved based on our standard refund processes, we 
believe that the amount involved (including interest since the date of each expiration) would be approximately $4.1 million. The 
Government has not filed suit on this matter; however, in the event that the Government were to file suit on this matter, under certain 
legal theories the Government could seek an award of up to treble damages and other penalties.  
  

We do not believe that there are any material changes from the risk factors set forth in Part I, Item 1A, “Risk Factors,” of our 
2008 Annual Report on Form 10-K for the year ended October 3, 2008. Please refer to that section of our 2008 Annual Report on 
Form 10-K for disclosure regarding the risks and uncertainties related to our business. We do note that, as discussed in Note 8 and in 
the Liquidity and Capital Resources section, we held $26.1 million in auction rate securities at January 2, 2009. Due to the turmoil in 
the worldwide credit markets since mid February 2008, we were not able to sell these securities in the scheduled auctions, and there 
can be no assurance that we would be able to sell them at or near par in the unexpected event that we needed to do so in the near term. 

  

The table below shows the repurchases by us of our Common Stock during the three months ended January 2, 2009:  
  

  

None.  
  

None.  
  

None.  
  

The exhibits listed in the Exhibit Index are filed as part of this Quarterly Report on Form 10-Q.  
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Item 1. LEGAL PROCEEDINGS 

Item 1A. RISK FACTORS 

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS 

Period   

Total Number
of Shares 

Purchased (1)   

Average 
Price 

Paid per
Share

October 4, 2008 – October 31, 2008   139,288  $10.60

November 1, 2008 – November 30, 2008   114,128  $10.85

December 1, 2008 – January 2, 2009  99,779  $ 9.47
     

Total   353,195  $10.36

 

 
(1) All of these shares were repurchased other than through a publicly announced plan or program, in open-

market transactions, pursuant to an authorization from our board of directors. 

Item 3. DEFAULTS UPON SENIOR SECURITIES 

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

Item 5. OTHER INFORMATION 

Item 6. EXHIBITS 
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SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its 
behalf by the undersigned thereunto duly authorized.  
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February 10, 2009   LEARNING TREE INTERNATIONAL, INC.

 By: /s/ Nicholas R. Schacht 
   Nicholas R. Schacht
   Chief Executive Officer

  By:  /s/ Charles R. Waldron 
   Charles R. Waldron
   Chief Financial Officer
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Exhibit 
Number   Description 
31.1   Section 302 Certification of Chief Executive Officer (filed herewith)

31.2   Section 302 Certification of Chief Financial Officer (filed herewith)

32.1   Section 906 Certification of Chief Executive Officer (filed herewith)

32.2   Section 906 Certification of Chief Financial Officer (filed herewith)
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EXHIBIT 31.1 

WRITTEN CERTIFICATION OF CHIEF EXECUTIVE OFFICER  

I, Nicholas R. Schacht, certify that:  
  

  

  

  

  

  

  

  

  

  

  

  

1. I have reviewed this quarterly report on Form 10-Q of Learning Tree International, Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors: 

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and 

 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 

February 10, 2009    

  By:  /s/ Nicholas R. Schacht 
   Nicholas R. Schacht
   Chief Executive Officer
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EXHIBIT 31.2 

WRITTEN CERTIFICATION OF CHIEF FINANCIAL OFFICER  

I, Charles R. Waldron, certify that:  
  

  

  

  

  

  

  

  

  

  

  

  

1. I have reviewed this quarterly report on Form 10-Q of Learning Tree International, Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods 
presented in this report; 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under 

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this 
report based on such evaluation; and 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has 
materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors: 

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 

which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and 

 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting. 

February 10, 2009    

  By:  /s/ Charles R. Waldron 
   Charles R. Waldron
   Chief Financial Officer
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Exhibit 32.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER  
PURSUANT TO 18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

I, Nicholas R. Schacht, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley 
Act of 2002, that the quarterly report of Learning Tree International, Inc. on Form 10-Q for the quarter ended January 2, 2009 fully 
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in 
such Form 10-Q fairly presents in all material respects the financial condition and results of operations of Learning Tree International, 
Inc.  
  

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by 
the Company and furnished to the Securities and Exchange Commission or its staff upon request. 

February 10, 2009    

  By: /s/ Nicholas R. Schacht 
   Nicholas R. Schacht
   Chief Executive Officer
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Exhibit 32.2 

CERTIFICATION OF CHIEF FINANCIAL OFFICER  
PURSUANT TO 18 U.S.C. SECTION 1350,  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

I, Charles R. Waldron, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley 
Act of 2002, that the quarterly report of Learning Tree International, Inc. on Form 10-Q for the quarter ended January 2, 2009 fully 
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in 
such Form 10-Q fairly presents in all material respects the financial condition and results of operations of Learning Tree International, 
Inc.  
  

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by 
the Company and furnished to the Securities and Exchange Commission or its staff upon request. 

February 10, 2009    

  By:  /s/ Charles R. Waldron 
   Charles R. Waldron
   Chief Financial Officer
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    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (RRD Low Resolution \(Letter Page Size\))
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


