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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)

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

For the quarterly period ended September 30, 2018 

or

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

For the transition period from to

Commission File Number: 001-36376

2U, INC.
(Exact name of registrant as specified in its charter)
Delaware 26-2335939
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)
7900 Harkins Road,
Lanham, MD 20706

(Address of principal executive offices) (Zip Code)

(301) 892-4350
(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.  x Yes  ¨ No

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit such files).  x Yes  ¨ No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company” and “emerging growth company” in Rule 12b-2 of the Exchange Act.
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Large accelerated filer  x Accelerated filer  ¨

Non-accelerated filer  ¨ Smaller reporting company  ¨

Emerging growth company ¨

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
¨ Yes  x No
As of October 31, 2018, there were 57,922,612 shares of the registrant’s common stock, par value $0.001 per share,
outstanding.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995 and which are subject to substantial risks and uncertainties. In some cases, you can
identify forward-looking statements by the words “may,” “might,” “will,” “could,” “would,” “should,” “expect,” “intend,” “plan,”
“objective,” “anticipate,” “believe,” “estimate,” “predict,” “project,” “potential,” “continue” and “ongoing,” or the negative of these
terms, or other comparable terminology intended to identify statements about the future. These statements involve
known and unknown risks, uncertainties and other factors that may cause our actual results, levels of activity,
performance or achievements to be materially different from the information expressed or implied by these
forward-looking statements. Although we believe that we have a reasonable basis for each forward-looking statement
contained in this Quarterly Report on Form 10-Q, we caution you that these statements are based on a combination of
facts and factors currently known by us and our expectations of the future, about which we cannot be certain.
Forward-looking statements include statements about:

•trends in the higher education market and the market for online education, and expectations for growth in those
markets;

•the acceptance, adoption and growth of online learning by colleges and universities, faculty, students, employers,
accreditors and state and federal licensing bodies;

•our ability to comply with evolving regulations and legal obligations related to data privacy, data protection and
information security;

•our expectations about the potential benefits of our cloud-based software-as-a-service, or “SaaS,” technology and
technology-enabled services to university clients and students;
•our dependence on third parties to provide certain technological services or components used in our platform;
•our ability to meet the anticipated launch dates of our graduate programs and short courses;
•our expectations about the predictability, visibility and recurring nature of our business model;

•our ability to acquire new university clients and expand our graduate programs and short courses with existing
university clients;

•our ability to successfully integrate the operations of Get Educated International Proprietary Limited, or GetSmarter,
achieve the expected benefits of the acquisition and manage, expand and grow the combined company;
•our ability to execute our growth strategy in the international, undergraduate and non-degree alternative markets;
•our ability to continue to acquire prospective students for our graduate programs and short courses;
•our ability to affect or increase student retention in our graduate programs;
•our expectations about the scalability of our cloud-based platform;
•our expectations regarding future expenses in relation to future revenue;
•potential changes in regulations applicable to us or our university clients; and

•our expectations regarding the amount of time our cash balances and other available financial resources will be
sufficient to fund our operations.
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You should refer to the risks described in Part I, Item 1A “Risk Factors” in our Annual Report on Form 10-K for the
year ended December 31, 2017 for a discussion of important factors that may cause our actual results to differ
materially from those expressed or implied by our forward-looking statements. As a result of these factors, we cannot
assure you that the forward-looking statements in this Quarterly Report on Form 10-Q will prove to be accurate.
Furthermore, if our forward-looking statements prove to be inaccurate, the inaccuracy may be material. In light of the
significant uncertainties in these forward-looking statements, you should not regard these statements as a
representation or warranty by us or any other person that we will achieve our objectives and plans in any specified
time frame, or at all. We undertake no obligation to publicly update any forward-looking statements, whether as a
result of new information, future events or otherwise, except as required by law.

You should read this Quarterly Report on Form 10-Q completely and with the understanding that our actual future
results may be materially different from what we expect. We qualify all of our forward-looking statements by these
cautionary statements.
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PART I.  FINANCIAL INFORMATION

Item 1.       Financial Statements

2U, Inc.
Condensed Consolidated Balance Sheets
(in thousands, except share and per share amounts)

September 30,
2018

December 31,
2017

(unaudited)
Assets
Current assets
Cash and cash equivalents $ 442,226 $ 223,370
Short-term investments 25,000 —
Accounts receivable, net 49,651 14,174
Prepaid expenses and other assets 14,878 10,509
Total current assets 531,755 248,053
Property and equipment, net 51,527 49,055
Goodwill 62,955 71,988
Amortizable intangible assets, net 130,692 90,761
Prepaid expenses and other assets, non-current 34,562 22,205
Total assets $ 811,491 $ 482,062
Liabilities and stockholders’ equity
Current liabilities
Accounts payable and accrued expenses $ 34,513 $ 22,629
Accrued compensation and related benefits 20,137 19,017
Deferred revenue 18,953 7,024
Other current liabilities 10,708 9,330
Total current liabilities 84,311 58,000
Deferred government grant obligations 3,500 3,500
Deferred tax liabilities, net 7,001 10,087
Lease-related and other liabilities, non-current 24,550 22,643
Total liabilities 119,362 94,230
Commitments and contingencies (Note 5)
Stockholders’ equity
Preferred stock, $0.001 par value, 5,000,000 shares authorized, none issued — —
Common stock, $0.001 par value, 200,000,000 shares authorized, 57,905,339 shares
issued and outstanding as of September 30, 2018; 52,505,856 shares issued and
outstanding as of December 31, 2017

58 53

Additional paid-in capital 948,070 588,289
Accumulated deficit (248,998 ) (205,836 )
Accumulated other comprehensive income (loss) (7,001 ) 5,326
Total stockholders’ equity 692,129 387,832
Total liabilities and stockholders’ equity $ 811,491 $ 482,062

See accompanying notes to condensed consolidated financial statements.
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2U, Inc.
Condensed Consolidated Statements of Operations and Comprehensive Loss
(unaudited, in thousands, except share and per share amounts)

Three Months
Ended
September 30,

Nine Months Ended
September 30,

2018 2017 2018 2017
Revenue $106,963 $70,250 $296,674 $200,074
Costs and expenses
Curriculum and teaching 6,351 1,792 16,665 1,792
Servicing and support 16,586 12,939 49,116 37,322
Technology and content development 16,361 12,735

Edgar Filing: 2U, Inc. - Form 10-Q

8


