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Forward-LookingStatements
Thispresentationcontainsforward-lookingstatementsthat reflect,whenmade,our
current views with respect to current events and financial performance. All
statementsthat addressfuture operating,financialor businessperformanceor our
strategiesor expectationsare forward-lookingstatementsandmayinclude,but are
not limited to, statementsrelatingto: our businessstrategy; guidanceor projections
related to revenue, Adjusted EBITDA,bookings,and other measuresof future
economic performance; the contributions and performance of our businesses
includingacquiredbusinessesand internationaloperations; projectionsfor future
capitalexpenditures; andother guidance,projections,plans,objectives,andrelated
estimatesand assumptions. In somecases,you can identify these statementsby
forward-lookingwords suchasάƳŀȅΣέάƳƛƎƘǘΣέάǿƛƭƭΣέάǎƘƻǳƭŘΣέάŜȄǇŜŎǘǎΣέάǇƭŀƴǎΣέ
άŀƴǘƛŎƛǇŀǘŜǎΣέάōŜƭƛŜǾŜǎΣέάŜǎǘƛƳŀǘŜǎΣέάǇǊŜŘƛŎǘǎΣέάǇǊƻƧŜŎǘǎΣέάǇƻǘŜƴǘƛŀƭΣέάƻǳǘƭƻƻƪΣέ
or άŎƻƴǘƛƴǳŜΣέandother comparableterminology. Suchforward-lookingstatements
are subjectto manyrisks,uncertaintiesand factorsrelating to our operationsand
businessenvironment,whichmaycauseour actualresultsto be materiallydifferent
from any future resultsexpressedor implied by suchforward-lookingstatements.
Factorsthat could causeactual results to differ materially from these forward-
looking statementsinclude, but are not limited to, the inability to executeour
businessstrategy; decliningdemandfor our products; the impactof anyrevisionsto
our pricing strategy; the inability to introduce new products and services; the
effectivenessof our marketing; the adequacyof internally generatedfunds and
existingsourcesof liquidity, suchas bank financing,as well as our ability to raise

additional funds; failure to adapt to and managetechnologicalchanges; the risk
that businessesacquiredby us might not perform as expected; the inability to
successfullyexpandinternationally; and the failure to maintaininformationprivacy
and security, as well as those discussedin our filings with the Securitiesand
ExchangeCommission,includingour most recentAnnualReporton Form10-Kand
our QuarterlyReportson Form10-Q. Newrisksanduncertaintiesarisefrom time to
time, and it is impossiblefor us to predict theseeventsor how they mayaffect us.
We disclaimany intention or obligation to update or reviseany forward-looking
statements, whether as a result of new information, future events and/or
otherwise,exceptto the extentrequiredby law.

Non-GAAPFinancialMeasures
¢ƻŘŀȅΩǎpresentationand discussionalsocontain referencesto non-GAAPfinancial
measures. The full definition, GAAPcomparisons,and reconciliation of those
measuresare availablein this presentationor in our pressreleasewhich is posted
on our website at www.rosettastone.com. Our non-GAAPmeasuresmay not be
comparableto those usedby other companies,and we encourageyou to review
andunderstandall our financialreportingbeforemakinganyinvestmentdecision.

Immaterial roundingdifferencesmay be present in this presentationin order to
conformto reportedtotals.

Safe Harbors

http://www.rosettastone.com/


INVESTOR DAY 2018

BLENDED LEARNING: FROM CLASSROOMS TO THE CLOUD
NOVEMBER 6, 2018 | NEW YORK



|    © 2018 Rosetta Stone Ltd.  All rights reserved.    |    INVESTOR DAY 2018

ÅQ3 Overview 8:00 a.m. 

ÅKeynote 8:30 a.m. 

ÅK-12 Business and Vision 8:50 a.m.

ÅBreak 10:00 a.m.

ÅLanguage Business and Vision 10:15 a.m.

ÅConcluding Remarks 11:30 a.m.

ÅProgram Concludes 12:00 p.m.

INVESTOR DAY 2018
AGENDA
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Consolidated Highlights ςQ3 2018

ÅOngoing sales1 growth of 11%, the first YOY sales increase since 2014

ÅRecord Literacy sales of $34 million, more than all of 2015, and up 37% YOY

ÅConsumer Language sales stable to prior year for the first time since 2014

ÅE&E sales decline of $2 million YOY 

1 See Appendix for definitions and reconciliation of GAAP to non-GAAP 

Financial Measures and Statistical Measures. Prior period ARR has 

been updated to reflect current period presentation.

$2.7

-$0.7

3Q17 3Q18

Adjusted EBITDA2

$40.1
$31.8

3Q17 3Q18

Cash and Cash Equivalents

Consumer E&E Literacy

1 Before SourceNext and Discontinued FitBrains

$16.0 $16.1

$19.8 $17.5

$34.0

3Q17 3Q18

Ongoing Sales1

2 See Appendix for definitions and reconciliation of GAAP to non-GAAP Financial Measures and Statistical Measures. 

$24.9
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$38.5 $39.2
$42.2 $43.2 $43.9 $45.0

$47.8

1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18

ÅARR increased to $48M

ÅRetention rate of 93%

ÅImproving sales productivity

7

($ Millions)

Literacy Metrics

92% 94% 94%94%96% 95%Retention Rates2 93%

105% 102% 104%102%89% 93%Renewal Rates2 100%

1 See Appendix for definitions and reconciliation of GAAP 
to non-GAAP Financial Measures and Statistical 
Measures. Prior period ARR has been updated to reflect 
current period presentation.

2 Rate is computed on a trailing 12-month basis (óTTMô) 
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Objective

Enhance student 
literacy performance 
through personalized 

and blended instruction

Å{ǘǊƻƴƎ ǇŜǊŦƻǊƳŀƴŎŜ ǘƘǊƻǳƎƘ άōŀŎƪ-to-ǎŎƘƻƻƭέ ǎŜƭƭƛƴƎ ǎŜŀǎƻƴ

ÅLexia sales increase 37% to record $34 million

ÅEnded Q3 with Lexia installed in nearly 13,000 U.S. schools 
reaching over 3.4 million students

ÅProduct portfolio strong and growing; strong adoption 
of PowerUp

ÅOn track to deliver literacy sales approaching $60 million, up 
25% YOY

Literacy Highlights
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ÅEnded Q3 2018 100% subscription-based Language sales

ÅOngoing Consumer sales stable YOY for first time since 20141

ÅConsumer added 30k net new subscribers to total record 447k

ÅDoubled gross subscribers added in prior year quarter at 111k 
gross new subscribers

ÅDTC being driven by mobile and shorter-term subscriptions

Consumer Language Highlights

9

Objective

Be the global leader in 
digital language sales

1 Before SourceNext and Discontinued FitBrains
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Growing Consumer Subscriber Base and Improving Mix

Subscription data is based on Western Consumer (North America and Europe) plus 

global App sales for new units across all sales channels.  LTV is computed using N.A. 

DTC and global App channel data. Prior period amounts have been restated to be 

comparable to the current period methodology. 

1 More than one year subscription term | 2 One year or less subscription term

Short Term Subscriber Long Term Subscriber

$165$169$175 $167

[ƛŦŜǘƛƳŜ ±ŀƭǳŜ ά[¢±έ όϷκǳƴƛǘύ

120 126 149 169 195

263 244 246 248
252

3Q17 4Q17 1Q18 2Q18 3Q18

417395383 370

Subscriber Base (000)

9%

31%

63%

17%

23%

36%46%

1%

2016 2017 3Q18

S-T Subs2 L-T Subs1 CDs/Digital Downloads

447

$160

10

74%
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Consumer ςLTV, CAC and Net LTV Added1

1 See Appendix for definitions and reconciliation 

of GAAP to non-GAAP Financial Measures and 

Statistical Measures. LTV and CAC are computed 

using N.A. DTC and global app channel data. 

Prior period amounts have been restated to be 

comparable to the current period methodology. 

1.8x 1.8x2.0x2.1x1.5x 2.0x1.9x 1.8x

LTV-to-CAC Metrics

11

NET LTV CAC

LTV >>

$MM

$6.0 $6.3

$7.3 $7.5

2Q17 2Q18

$5.3

$7.7

$6.8

4Q16 4Q17

$10.1

$6.8 $7.4

$7.7 $7.3

1Q17 1Q18

$14.7 $13.8$14.5
$13.3

$14.5$15.4

$6.3 $6.6

$6.4
$7.9

3Q17 3Q18

$12.7
$14.5
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ÅSales of $17.5M, down 12% 

ÅSales decline led by absence 
of custom content sales and 
unfavorable FX impacts 

ÅARR of $54.5M

ÅRenewal rate of 77%

12

Annual Recurring Revenue1

($ Millions)

Education and Enterprise Language Update

1 See Appendix for definitions and reconciliation of 

GAAP to non-GAAP Financial Measures and Statistical 

Measures. Prior period ARR has been updated to reflect 

current period presentation.

2 Rate is computed on a trailing 12-month basis (óTTMô) 

$56.4 $58.4 $56.9 $55.5 $55.7 $55.8 $54.5

1Q17 2Q17 3Q17 4Q17 1Q18 2Q18 3Q18

67% 67% 66%67%69% 69% 67%

75% 76% 74%74%74% 75% 77%

Retention Rates2

Renewal Rates2
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E&E Vertical Focus

ÅNA Corporate flat

ÅNA K-12 down $1.1M

ÅCustom Content down $1.3M

ÅAffiliate down $1.0M

ÅFX down $1.0M

K-12CorporationsPublic Sector

Custom Content 

(Endangered 

Languages)

Corporate Affiliate

E&E Q3 2018 YTD Sales
($ Millions)

Core

Non-Core

$47.3
$43.4

Q3 2017 YTD Q3 2018 YTD
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FY 2018 Guidance

FY 2017 Actual FY 2018 Guidance

$MM
Literacy 

Segment

Language

Segments Consolidated

Literacy 

Segment

Language

Segments Consolidated

Revenue $43.6 $141.0 $184.6 $52 ~$121 ~$173

Revenue + Change in Deferred 
Revenue1,2 $47.5 $134.5 $182.0 $60 ~$124 ~$184

GAAP Net Loss $(1.5) ~$(25)

Adjusted EBITDA $13.3 ~$(2)

Capital Expenditures $12.9 ~$16

Change in Deferred Revenue2 $3.9 $(6.5) $(2.6) ~$8 ~$3 ~$11

Ending Cash Balance $43.0 ~$39

1 See Appendix for definitions and reconciliation of GAAP to non-GAAP Financial Measures and Statistical Measures. | 2 Before $12.9MM from SOURCENEXT in 2017 and $4.5MM in 2018 (Language and Consolidated). 
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Finance Q&A
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OPENING REMARKS | WELCOME


