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Forward-Looking Statements
This presentation includes statements that are, or may be deemed to be, “forward-looking statements.” These forward-looking statements can be identified by the 

use of forward-looking terminology, including the terms “believes,” “estimates,” “anticipates,” “expects,” “intends,” “plans,” “may,” “will” or “should” or, in each case, 

their negative or other variations or comparable terminology. These forward-looking statements include all matters that are not historical facts. They appear in a 

number of places throughout this presentation and include statements regarding our intentions, beliefs or current expectations concerning, among other things, our 

results of operations, financial condition, liquidity, prospects, growth, strategies and the industry in which we operate. 

By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on circumstances that may or may not occur 

in the future. We caution you that forward-looking statements are not guarantees of future performance and that our actual results of operations, financial condition 

and liquidity, and the developments in the industry in which we operate, may differ materially from those made in or suggested by the forward-looking statements 

contained in this presentation. In addition, even if our results of operations, financial condition and liquidity, and the developments in the industry in which we 

operate are consistent with the forward-looking statements contained in this presentation, those results of operations, financial condition and liquidity or 

developments may not be indicative of results or developments in subsequent periods. 

Any forward-looking statements we make in this presentation speak only as of the date of such statement, and we undertake no obligation to update such 

statements. Comparisons of results for current and any prior periods are not intended to express any future trends or indications of future performance, unless 

expressed as such, and should only be viewed as historical data.

Non-GAAP Financial Measures
Certain financial information included herein, including Billings, EBITDA and Adjusted EBITDA, are not presentations made in accordance with U.S. GAAP, and 

use of such terms varies from others in our industry.  Billings, EBITDA and Adjusted EBITDA should not be considered as alternatives to revenue, net income from 

continuing operations, operating cash flows or any other performance measures derived in accordance with U.S. GAAP as measures of operating performance, 

debt covenant compliance or cash flows as measures of liquidity. Billings, EBITDA and Adjusted EBITDA have important limitations as analytical tools, and you 

should not consider them in isolation or as substitutes for analysis of our results as reported under U.S. GAAP.  This presentation includes a reconciliation of 

certain non-GAAP financial measures to the most directly comparable financial measures calculated in accordance with U.S. GAAP. 

Adjusted EBITDA, which is defined in accordance with our debt agreements, is provided herein on a segment basis and on a consolidated basis. Adjusted EBITDA 

by segment, as determined in accordance with Accounting Standards Codification Topic 280, Segment Reporting, is a measure used by Management to assess 

the performance of our segments. Adjusted EBITDA on a consolidated basis is presented as a debt covenant compliance measure. Management believes that the 

presentation of Adjusted EBITDA is appropriate to provide additional information to investors about certain material non-cash items and about unusual items that 

we do not expect to continue at the same level in the future as well as other items to assess our debt covenant compliance, ability to service our indebtedness and 

make capital allocation decisions in accordance with our debt agreements.
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Important Notice
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McGraw Hill’s 

Response to 

COVID-19
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Focus on Supporting Institutions, 

Educators and Learners while 

Rationalizing Costs and Maintaining 

Liquidity

1

2

3

Material cost savings opportunities have been identified and actioned 

across the business

✓ Run-rate impact of actions taken in calendar year flowing through as 

expected

✓ Discretionary spend being closely monitored

✓ Continue to review and assess cost structure and footprint across the 

entire organization

✓ Real estate portfolio is being reviewed

Strong Liquidity Position

✓ Cash balance of $179M as of May 31, 2020

✓ Expect cash balance in excess of $150M at June 30, 2020

✓ Cash flow revolver will remain undrawn at June 30, 2020

✓ Only mandatory drawdown on AR facility at June 30, 2020

✓ Continue to assess working capital management opportunities

Structural Changes to Cost Base Continue to Drive Reinvestment 

Liquidity Remains Strong during Seasonal Low Period

Digital Growth Opportunities

✓ Strategic initiatives underway to enhance digital solutions and services 

sales opportunities 

✓ Transitioned more than 7,000 instructors online at 1,500 U.S. colleges 

and universities, serving more than 100,000 students across Higher Ed

✓ Assigned 130,000 new K-12 student seats across our platforms, including 

ALEKS and ConnectED

✓ Set up 50,000 free accounts on Professional’s 5 Steps to a 5 Advanced 

Placement test prep 

✓ Drove International Connect activations up ~143% and ALEKS unique 

users up ~156% through fiscal year-to-date May 

Focus on Supporting Institutions, Educators and Learners 

During a Digital Transition
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McGraw Hill Well Positioned for Online Modality
Offering Solutions and Services to Support Educators and Learners’ Needs

• Extensive and curated digital 

catalogue with world-class 

authoring tools and 

advanced analytics 

continuously delivers 

improved outcomes and user 

experiences

• Product Offerings: Connect, 

ALEKS, Smartbook 2.0, 

Virtual Lab, Masters and 

SIMnet, ConnectED

• Focused and dedicated 

implementation specialists 

provide platform support and 

training for educators and 

administrators as they utilize 

McGraw Hill digital solutions 

• Differentiated customer 

support model allows for full 

support of digital offerings 

and improved user 

experience

Unwavering Support for 

Educators and Learners

World-Class Digital 

Portfolio

Personalized Learning 

Experience

Superior Value and  

Experience

• Majority of K-12 solutions are 

bundled (print and digital) 

allowing for an affordable 

hybrid solution

• Inclusive Access offering in 

Higher Education delivers 

affordable, high-value 

adaptive digital solution 

accessible on the first day of 

class

• ALEKS offering provides an 

affordable solution that 

spans the learning 

continuum

• Personalized and adaptive 

learning platforms help 

students achieve their 

full potential

• Advanced user analytics 

better equip educators to 

understand group learnings, 

act earlier and improve 

student outcomes

We continue to empower learners, educators and institutions to improve learning outcomes
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FY 2020 

Highlights
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Higher Ed: Affordability Initiatives, led by Inclusive Access, drove digital growth (75% of

business today) and market share improvement of 225 bps (largest increase as a standalone

company); digital growth enhances opportunity for operational and cost efficiency

K-12: Cyclically improved on-list adoption market and strong performance in digital-first

adoptions delivered Billings growth. Early indicators in TX ELA 9-12 adoption are positive

with cost structure changes in-year to position against materially smaller new adoption

market

International: Fiscal Q4 Billings impacted by COVID-19, coupled with unfavorable FX

movement; digital revenue growth continues with focus on institutional sales and local

product development

Solid FY 2020 Performance in-line with Preliminary Guidance

Strong Digital Billings Growth Across All Businesses

Significant Future Opportunity to Create a More Efficient Operating Model

Professional: Highly digital subscription-based model and strong Q4 print orders drive

favorable performance

McGraw Hill   |

Total Digital Billings Total Adj. EBITDATotal Billings

(1) See Appendix for reconciliation (page 20)

(2) Growth rate is calculated to adjust for the impact of Non-cash Accounting Change and Constant Currency

Market share as measured by MPI. MPI tracks Higher Ed revenue of new materials only for six select publishers (McGraw Hill, Pearson, Cengage, Wiley, Oxford and Macmillan).

It does not include sales data from other publishers or distributors and does not track used, OER or other sales/rental from other sources.

Free Cash Flow1

Liquidity: Strong year-end cash balance with undrawn line of credit of $350M and $150M 

incremental seasonal securitization line; $350M line of credit will be undrawn at 6/30/20 

with contractual minimum seasonal securitization line drawn

$373M
+25% Y/Y

$883M
+7% Y/Y

$1.7B
-0.4% Y/Y 2

$323M
+52% Y/Y

Performance in FY 2021 will be negatively impacted by COVID-19 and a materially smaller 

new adoption market opportunity despite ongoing mitigation efforts to minimize the impact
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Latest Company Updates

• Fiscal year-end is now March 31
st

to better align with seasonal industry cycles

• Professional reporting segment will now be global, inclusive of both domestic and international 

performance, beginning with reporting for the period ended June 30, 2020

• In 2016, the Company filed a lawsuit in New York State court against its insurer relating to claims under 

several of its multimedia policies. In late June 2020, the parties reached a settlement covering the amounts 

owed to the Company under its policies. The terms of the settlement are confidential.  

Financial Reporting and Other

• On May 3, 2020 McGraw Hill and Cengage mutually agreed to terminate their proposed merger, which had 

been previously announced in May 2019

• The divestitures required to move forward with the proposed merger of equals would have made the merger 

uneconomical

Termination of Proposed Merger



$(56)

$298

$(39)

Q4-2019 Q4-2020 FY 2019 FY 2020

$242

$241

$1,682

$1,662

Q4-2019 Q4-2020 FY 2019 FY 2020
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McGraw Hill Fiscal Q4 and FY 2020 Results

Total Billings1

($ in Millions)

Adjusted EBITDA1

($ in Millions)

+1%

-0.4%

$1,676

$245

Digital % of 

Total 

Billings

Reported Billings
Impact of Non-cash Accounting 

Change & Constant Currency

+25%

+36%

$(35)

$373

Reported Adjusted 

EBITDA

Impact of Constant Currency

Reported

Margin % 24% 16% 18% 22%

62% 69% 49% 53%

(1) Growth rate is calculated to adjust for the impact of Non-cash Accounting Change and Constant Currency

$374

• Strong total digital Billings in fiscal Q4 with 19% Y/Y increase in Higher 

Education digital Billings and 62% Y/Y growth in Inclusive Access

• Total MH Billings in the quarter negatively impacted by COVID-19, 

most notably in International where Billings
1

declined 24% Y/Y

• Strong Adj. EBITDA growth in the quarter attributable to mix-driven 

margin expansion, plate savings and operating expense savings offset 

by materially higher provisions recorded in light of COVID-19

Fiscal Quarter Performance

• Strong Billings performance driven by digital growth of ~$60M offset by 

impact of COVID-19

• Digital Billings represented 53% of total Billings in FY20 (vs. 49% in 

FY19) with growth experienced across all business segments

• Billings impacted by COVID-19 in fiscal Q4

- International Billings
1

negatively impacted early and throughout 

the quarter with Billings down $9M or 24% in the quarter

- Higher Education and K-12 Billings negatively impacted by 

COVID-19 in March as distribution channel partners and schools 

temporarily closed or reduced operations which impacted the 

ability to receive shipments 

• Despite the impact of COVID-19, Billings performance in fiscal Q4 was 

flat Y/Y as Higher Education sales continued to shift from fiscal Q3 to 

Q4 to align with the start of the semester via Inclusive Access, rental 

and direct-to-student sales

Fiscal Year Performance
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60% 53% 43% 36% 32% 25%

40% 47% 57% 64% 68% 75%

FY 2020FY 2016FY 2015 FY 2017 FY 2018 FY 2019

Higher Education

74% 67% 69% 65% 63% 60%

26% 33% 31% 35% 37% 40%

FY 2016FY 2015 FY 2018FY 2017 FY 2019 FY 2020

K-12

90% 88% 83% 82% 79% 76%

12% 17% 18% 21% 24%

FY 2020

10%

FY 2015 FY 2019FY 2016 FY 2017 FY 2018

International

54% 52% 48% 47% 43% 41%

46% 48% 52% 53% 57% 59%

FY 2018FY 2015 FY 2019FY 2016 FY 2017 FY 2020

Professional

Digital

Print

69% 64% 60% 55% 51% 47%

31% 36% 40% 45% 49% 53%

FY 2015 FY 2019FY 2017FY 2016 FY 2020FY 2018

McGraw Hill

• Digital Billings in FY20 were nearly $900M as compared 

to $600M in FY15

• Digital trajectory will continue and is likely to accelerate 

in current COVID-19 environment 

• Business is prepared to address incremental digital 

demand and continues to work closely with educators 

and learners to facilitate digital transition

Digital Growth Continues Across all Segments
Digital Billings Have Grown by More Than 40% Since FY 2015



0.7 1.1 1.6 2.0 2.3 2.6 3.0
0.8

1.0
1.2

1.5
1.8

2.0
2.2

FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

2.7
3.1

3.4
3.7 4.0

4.3

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

Inclusive Access Net Sales (U.S. Higher Ed)

39%

23%

38%

Connect Paid Activations Product Mix (U.S. Higher Ed)

Connect Paid Activations (U.S. Higher Ed)2 ALEKS Unique Users (Global Higher Ed and K-12) 

(1) Return rate less than 2%

(2) FY 2020 Connect paid activations excludes ~48K free activations from COVID-19

Inclusive Access net sales include a small percentage of print from bundle sales. Amounts may not sum due to rounding

All numbers are in millions
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Institutional sales increase sell-through and drive digital growth

More than 2/3 of activations are from low-return products 

+9%

$8 $13 
$21 

$43 

$70 

$106 

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020

+51%

+12%

Inclusive Access growth expedited with the number

of campuses participating exceeding 1,100

35%

33%

32%

FY 2019 FY 2020

Inclusive Access

Access Cards

Direct-to-Student

User base continues to grow with successful digital

transition and increased adoption

Proven efficacy of ALEKS continues to drive unique user growth 

in both K-12 and Higher Ed

Digital Ed Tech Highlights

Low-Return

Product1

K-12

Higher Ed

1.5

2.2

2.8

3.5
4.1

4.6
5.2



Operating Expense

• Expenses continue to be tightly managed to facilitate ongoing business 

investment and benefit profitability. Savings have been realized through 

workforce rationalization, contract renegotiations, reduced discretionary 

spend and other non-labor savings

• Actions taken in January 2020 are expected to yield ~$25M in run-rate 

savings

• Cost savings in Q4 were offset by approximately $9M of additional, 

proactive inventory and accounts receivable reserve expense driven by 

unknown impact of COVID-19

• Excluded from operating expense presented are variable annual incentive 

expense and pre-publication investment

• Additional savings are expected to be realized through temporary salary 

reductions, hiring restrictions and other FY21 cost actions being considered

Product Investment

• Through our digital platforms group and pre-publication investment, we 

have historically invested approximately $250M per year to create, maintain 

and enhance our products  

CARES Act Considerations

• Company will take advantage of deferring payment of employer’s share of 

federal Social Security tax on employees’ wages through December 2020

• Company will take advantage of increased Interest Expense Deduction and 

expanded Capex Tax Expensing provisions in Act

• Other opportunities will be explored although not expected to provide 

material benefit at this point 
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McGraw Hill Operating Expense and Capital Deployment
Cost Rationalization and Cost Management Helps Support Ongoing Investment

SmartBook® 2.0

(1) Excludes variable annual incentives and pre-publication 

Operating Expense Trending1

Product Investment and Enhancement Continues

($ in Millions)

$899

LTM 

December 

2019

LTM 

September 

2019

LTM 

December 

2018

LTM   

March   

2019

LTM

March     

2020

LTM

June

2019

$864
$881

$837

$807 $799



$32
$56

$216 $208

Q4-2020Q4-2019 FY 2019 FY 2020

$152 $173

$699
$662

FY 2020Q4-2019 Q4-2020 FY 2019

• Strong full year digital Billings growth driven by Inclusive Access 

offset by temporary distribution channel partner and institution 

closures which drove shipment delays

• Digital Billings grew 5% Y/Y and now represents 75% of Billings

- Connect Paid Activations of 4.3M, up 9% Y/Y

- Inclusive Access Net Sales of $106M, up 51% Y/Y as 

participating campuses exceeded 1,100

• Fiscal Q4 net sales increased 21% Y/Y as business continues to 

shift from fiscal Q3 to Q4 with ‘low-return’ sales
1

(Inclusive 

Access, direct-to-student and rental) more closely aligned with 

the start of the school semester in Q4

- Fiscal year 2020 Net Sales of $658M was lower by 3% Y/Y

- Print volumes decline (-10%) impacted by strategically 

foregoing bound book sales in lieu of rental; Print Billings 

declined 28% Y/Y

- Actual product returns continued to decline as expected, 

down $13M (9% improvement) from prior year

• Continue to increase market share with reported 225 bps gain in 

FY 2020

• Q4 Adjusted EBITDA performance benefitted by strategic 

reorganization across multiple functional areas which will 

contribute ~$15M in savings on a run-rate basis

n/m

11

80% 83%

21%

+13%

Margin %

Total Billings

($ in Millions)

McGraw Hill   |

Adjusted EBITDA

Digital % of 

Total 

Billings

(1) Return rate less than 2%

Market share as measured by MPI. MPI tracks Higher Ed revenue of new materials only for six select publishers (McGraw Hill, Pearson, Cengage, Wiley, Oxford and Macmillan).

It does not include sales data from other publishers or distributors and does not track used, OER or other sales/rental from other sources.

-5%

68% 75%

33%

-4%

Digital vs. Print Billings Mix %

($ in Millions)

Higher Education Fiscal Q4 and FY 2020 Results

60% 53% 43% 36% 25%

40% 47% 57% 64% 75%

FY 2019FY 2015 FY 2017FY 2016

68%

FY 2018

32%

FY 2020

Digital

Print

31% 31%
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Higher Education Business Evolution
Increase in Digital & Low Return Product Sales Drives a More Efficient Model

Higher Ed Product Mix (% Net Sales)

$419
$461 $472 $496

Higher Ed Digital Billings 

$220
$197

$145 $132

FY 2017 FY 2018 FY 2019 FY 2020

Higher Ed Actual Returns

FY 2019FY 2017 FY 2018 FY 2020

• The ongoing business evolution away from traditional print 

creates efficiency opportunities

- Lower inventory levels along with reduced physical product 

returns and costs associated with excess channel ordering

- Lower earnings volatility risk associated with estimation of 

future period print returns

- More predictable cash flows and improved days sales 

outstanding associated with point-of-demand purchases 

(Inclusive Access, Direct-to-Student Ecommerce, Rental)

• The impact of COVID-19 will affect the traditional print model and 

is expected to accelerate the transition to digital via more 

efficient channels 

• Digital and Rental represent nearly 80% of net sales today as 

compared to 58% in FY 2017

• Meaningful and growing installed base of 4.3M Connect 

activations and 2.2M ALEKS users will support the ongoing 

evolution

3% 5% 10% 15%

25%
27%

29%
30%

30%
31%

31%
30%

1%
2%

42% 37%
29%

23%

FY 2017 FY 2018 FY 2019 FY 2020

Inclusive Access Direct-to-Student Other (Digital) Rental (Print) Other (Print)

58%

Non-

Trad’l 

Print

77%

Non-

Trad’l

Print

23%        21%       22%                     19%                     17%        
% of Total 

Gross Sales 

($ in Millions)($ in Millions)



$29

$122

$(69)

Q4-2019 Q4-2020 FY 2019 FY 2020

$(80)

$602
$639

FY 2020FY 2019Q4-2019 Q4-2020

$23$31

13

-26%

34% 31%
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37% 40%

+6%

+14%

n/m

n/m n/m

5% 19%

Total Billings

($ in Millions)

Adjusted EBITDA

Margin %

Digital % of 

Total 

Billings

($ in Millions)

K-12 Fiscal Q4 and FY 2020 Results

• Achieved fiscal year 2020 Billings growth of 6% driven by key 

adoption wins in calendar year 2019 and Open Territory growth in 

a cyclically improved market

- McGraw Hill remains focused on core disciplines ahead of a 

cyclically smaller new adoption market in calendar year 

2020

• Fiscal Q4 Billings declined 26% Y/Y in a seasonally small 

quarter, significantly impacted by COVID-19 (as expected), 

partially offset by the timing of certain expenses

- Billings negatively impacted as school districts closed and 

reduced operations, ultimately delaying shipments 

- Lower expenses in Q4 driven by the timing of plate spend, 

sampling expense and actions taken in January 2020

• Strong digital Billings growth of 15% Y/Y

- % Digital increased more than 300 bps driven primarily by 

product mix

• FY 2020 Adjusted EBITDA improvement of $93M

- Driven by margin flow-through and lower operating costs 

attributed to the timing of plate spend and fiscal Q1 cost 

structure changes

• Fiscal year 2021 results will be materially impacted by a smaller 

on-list adoption market opportunity, multi-year adoption decisions 

being delayed (CA Science and Social Studies), the decision to 

forgo certain non-core adoptions and the impact of COVID-19



Access Dermatology

Access Oncology

GME Board Prep

Surgical Trainee

Video Series

$37 $35

Q4-2019 Q4-2020 FY 2019

$(2)

FY 2020

$(1)

$20 $21

$122 $123

FY 2019Q4-2019 Q4-2020 FY 2020
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+3%

+1%

n/m

-6%

49% 46% 57% 59%

30% 28%

($ in Millions)

Margin %

Adjusted EBITDA

Renewal rate is measured annually at calendar year-end.

Digital % of 

Total 

Billings

• FY 2020 Billings increased slightly (1%) driven by digital 

subscription-based model sales (both new and renewed) and 

strong Q4 print orders

• Digital Billings accounted for 59% of total Billings

- Access subscription Billings increased 6% Y/Y with growth 

across all geographies

- Access Medical site visits up 25% driven in part by 

institutional subscription growth

- Access annual renewal rates continue to be in excess of 90%

• Domestic print business continued to stabilize, down 3% Y/Y 

- Continued to closely manage International product leakage 

back to the U.S. market

• Increased marketing spend to drive future revenue, 

reinstatement of annual incentive expense, proactive COVID-19 

related reserve expense and increased commissions paid on 

International Access drove cost increase in FY 2020

($ in Millions)

Professional Fiscal Q4 and FY 2020 Results

42
52 56

70

FY 2017 FY 2018 FY 2019 FY 2020

Access Medical Site Visits

(in Millions)
+25%

Total Billings

Access Growth & Extension Continues

2013

2018

Pipeline
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International Fiscal Q4 and FY 2020 Results

$39

$257

…

Q4-2019 Q4-2020 FY 2019 FY 2020

-24%

-3%

$(10)

$11

Q4-2019 Q4-2020 FY 2019 FY 2020

n/m

n/m

($ in Millions)

Adjusted EBITDA1

Reported

Margin %

Digital % of 

Total Reported 

Billings

$25

$236

$6

$(17)

Charts above reflect impact of constant currency on Billings 

and Adjusted EBITDA and impact of non-cash accounting 

change on Billings (no impact on Adjusted EBITDA)

26% 78% 4% 2%

Reported Billings
Impact of Non-cash Accounting 

Change & Constant Currency*

Reported Adjusted 

EBITDA

Impact of Constant Currency

Total Billings1

$250

$6

($ in Millions)

$(20)

$30

25% 26% 21% 24%

• The impact of COVID-19 and tighter leakage controls contributed 

to a challenging Q4, as expected. However, digital activations 

growth continued through May 31
st
, accelerating the transition to 

a higher margin digital business

- Excluding the impact of COVID-19, total Billings
1

would 

have been flat to slightly higher in FY20 

- Estimated Billings impact of $5 - $7M in Q4 2020 from 

COVID-19

• FY 2020 digital Billings increased 7% Y/Y on a constant currency 

basis

- Digital growth across K-12 sales in the Middle East, 

Connect activations and ALEKS unique users

- Connect activations up ~143% Y/Y through May 31
st

- ALEKS unique users up ~156% through May 31
st

• Fiscal Q4 Adjusted EBITDA decline driven primarily by margin 

flow through on lower revenue, additional proactive provisions for 

bad debt and lower inventory in light of COVID-19 uncertainties 

• Print Billings continued to be negatively impacted by strategic 

implementation of tighter controls over U.S. editions sold 

internationally to prevent leakage into the U.S. market

• Through June, COVID-19 impact felt across most regions, 

partially offset by cost savings initiatives

(1) Growth rate is calculated to adjust for the impact of Non-cash Accounting Change and Constant Currency

*A non-cash accounting adjustment of $9.1M (FY20) and $1.7M (Q4-19) to Billings was recorded for Co-Publishing revenue is recorded in Asia.

Consistent with implementation of ASC 606 in the U.S., Co-Publishing revenue is now recorded on a net basis (from gross basis) as of 4/1/19. No reclassification was required to

be made to prior periods.



*Cash and cash equivalents excludes restrictive cash. 

Securitization outstandings at 5/31 ($95M) are excluded from debt profile as they 

are excluded from the definition of debt under the first lien credit agreement. 

Revolving credit facility outstandings exclude $4.3M of letters of credit issued.
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Capital Structure and Liquidity

Senior Secured Term Loan due 2022 $1,604

Revolving Credit Facility due 2021 ($350M) -

Total First Lien Indebtedness $1,604

Less:   Cash and Cash Equivalents* (179)

Net First Lien Indebtedness $1,426

Last Twelve Months Adjusted EBITDA $355

Net First Lien Indebtedness / Adjusted EBITDA1

(covenant not required to be tested)
4.0x

Senior Unsecured Notes Due 2024 400

Net Total Indebtedness-MH Global Education $1,826

MHGE Parent Term Loan Due 2022 $180

Net Total Indebtedness – MHE Inc. $2,006

McGraw Hill Debt Profile: 5/31/20*
($ in Millions)

• Cash balance of $176M at 3/31/20 as compared to $159M at 

3/31/19 even after taking into account increased principal 

payments, lower securitization draw, higher real estate capital 

expenditures and proposed merger-related payments

• $165M total principal prepayments since 2017 after $44M 

principal payment in March 2020

• Strong fiscal year-end cash balance positively impacted by 

Higher Ed sales shift from fiscal year Q3 to Q4, improved 

collections and ongoing cost saving initiatives 

• $350M committed line of credit undrawn for full fiscal year

• Receivable securitization program remains highly effective in 

offsetting seasonal cash cycle with seasonal availability up to 

$150M

• Total committed liquidity of $500M (revolver and seasonal 

securitization)

• As of May 31, 2020, cash balance was $179M as compared 

to $77M at May 31, 2019 with revolver undrawn and 

additional liquidity building under the receivable facility

FY 2019 FY 2020*

Ending Cash Balance $159 $176

Principal payments in year 17 76

AR securitization draw @ year-end 66 45

Chicago and New York build-out Capex 9 27

Proposed merger-related payments in year - 26

($ in Millions)
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Fiscal Year-To-Date Snapshot 

COVID-19 impact continues and varies across the portfolio

• Digital transition accelerating

- Higher Education digital Billings up 18% vs. prior year driven by Inclusive Access (up 48%) and direct-to-student sales 

(up 33%); Connect paid activation growth in Q1 greater than 30% (through late June) 

- Higher Education business provided 95K free Connect units in the Spring semester

- International digital Billings up 20% Y/Y on a constant currency basis

• Total Company Billings down more than $65M in YTD May period with continued softness through June (mid-to-upper 20% 

decline expected for quarter) as ordering is deferred and timing of shipments is negatively impacted 

- International print business and K-12 business negatively impacted by third party closures (institutions, distribution 

channel partners, etc.) which resulted in delayed shipments through June

- K-12 business further impacted by known smaller Y/Y market opportunity

• Billings flow through impact offset by actioned and ongoing cost savings initiatives

- Despite higher provision expense recorded proactively, operating costs were approximately $20M lower for YTD May as 

compared to prior year

- Cost structure continues to be reviewed considering fiscal YTD performance and unknown impact of COVID-19

Fiscal Q1 2021 (through May unless otherwise indicated)
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• Solid fiscal year 2020 performance in-line with preliminary update in May 2020

• Successful year highlighted by strong digital performance across all businesses along with 

material cost structure changes executed during the year

• Fiscal Q4 performance impacted by COVID-19 and ongoing Higher Ed Billings shift from 

fiscal Q3 to Q4

- Cost containment efforts proving successful and contributing to continued investment in 

the business

• Higher Ed achieved digital and rental growth underpinned by affordability & outcomes 

initiatives with market share growth offset by industry headwinds and impact of COVID-19

• K-12 had a successful year with key wins across digital-first adoptions in a cyclically 

improved market with improved profitability from cost structure changes

• Professional performed in-line with expectations driven by Access subscription growth and 

stabilizing domestic print sales

• International Billings negatively impacted by COVID-19 early in Q4 with Adjusted EBITDA 

negatively impacted by Billings flow through and proactive recordation of accounts 

receivable and inventory reserves related to COVID-19

• Strong year-end cash balance (including committed lines of credit) with no material funded 

debt maturities until 2022

• Principal prepayment of $44 million made in March bringing total principal prepayment since 

2017 to $165 million

• Near-term strategic actions to benefit the business, including Higher Ed Rental, International 

product leakage prevention and International customer selection negatively impact short-

term performance

• COVID-19 continues to have a material impact on the business through June

Summary
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Appendix:

Supplemental Disclosure

And Financial Tables



(1) Includes the impact of certain non operational, Adjusted EBITDA or capital structure working capital items (i.e., purchase accounting, accrued interest, deferred royalties,

income taxes, available for sale assets, etc.)

(2) Includes adjustment for long-term deferred royalties and long-term sales commissions included in calculation of Adjusted EBITDA
McGraw Hill   |

($ in Millions)

Key Variance Drivers

‒ FY18 to FY19 comparability impacted by the 

sales return reserve reclassification of 

approximately $80M from Accounts 

Receivable to Other Current Liabilities and 

the deferral of commissions and royalties in 

accordance with Topic 606

‒ Inventories: change attributable to lower K-

12 inventory levels at 3/31/20 after an 

increase from 3/31/18 to 3/31/19 in advance 

of increased sales opportunities

‒ Prepaid & Other: change attributable to 

increase in deferred royalties and sales 

commissions

‒ Other Current Liabilities: variance in FY20 

driven by a greater reduction in the reserve 

for returns in FY19 as compared to FY20

‒ Pre-pub Investment: change attributable to 

savings in HE and K-12 investment

‒ Capital Expenditures: Chicago build-out 

(FY19) and NY build-out (FY20) drove 

majority of increase since FY18

Free Cash Flow
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Cash Flow Comparison 2018 2019 2020 Y/Y $

Adjusted EBITDA 400               298               373               75                 

∆ in Accounts Receivable, net (90)                (8)                   5                    13                  

∆ in Inventories, net 16                  (16)                25                  42                  

∆ in Prepaid & Other Current Assets (16)                (11)                (38)                (27)                

∆ in Accounts Payable and Accrued Expenses (26)                9                    (1)                   (10)                

∆ in Other Current Liabilities 56                  (26)                (5)                   21                  

∆ in Reported Working Capital Accounts (59)                (52)                (14)                39                 

Adjustments to Derive Operational Working Capital
1

10                  41                  51                  10                  

∆ in Adjusted Working Capital Accounts (49)                (12)                37                 49                 

Adjusted EBITDA less ∆ in Adjusted Working Capital Accounts 351               286               410               124               

Pre-publication Investment 97                  98                  74                  (24)                

Restructuring and Cost Savings Implementation Charges (15)                (7)                   (22)                (15)                

Sponsor Fees (4)                   (4)                   (4)                   (0)                   

Cash Paid for Interest (160)              (157)              (159)              (2)                   

Operational Working Capital Adjustments and Other
2

(24)                (33)                (36)                (3)                   

Cash (used for) provided by operating activities 245               183               264               80                 

Adjusted EBITDA less ∆ in Working Capital Accounts per above 351               286               410               124               

- Capital Expenditures & Payment of Capital Lease Obligations (55)                (74)                (88)                (14)                

Operating Free Cash Flow2 296               212               323               110               

Cash Balance at Beginning of Period 188               203               190               (13)                

Cash (used for) provided by operating activities 245               183               264               80                  

Dividends (3)                   (1)                   (1)                   0                    

Net Debt (Payments) / Receipts 131               221               (97)                (317)              

Repurchase of MHGE PIK Toggle Notes (210)              (243)              -                243               

Pre-publication Investment (97)                (98)                (74)                24                  

Capital Expenditures (47)                (63)                (74)                (11)                

Investments, Acquisitions & Divestitures, net 9                    2                    3                    0                    

Payment of Capital Lease Obligations (8)                   (10)                (14)                (3)                   

Equity transactions, net (6)                   1                    (2)                   (4)                   

Other 2                    (3)                   (8)                   (5)                   

Cash Balance at End of Period 205               190               188               (2)                  

Twelve Months Ended Mar 31,
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K-12 Industry New Adoption Market Overview

(1) Excludes new state adoptions in non-core disciplines such as career & technical education, music, art, world languages, health, etc. Purchases from AR & IN classified as 

open territory effective 2015; *Disciplines reflect 2
nd

year of major purchasing; **Disciplines reflect 3
rd

year of major purchasing

2020 North Carolina Reading and 2021 Math postponed until further notice, 2020 South Carolina Math and Social studies postponed until 2021, Idaho Math (previously 2021) 

and Reading (previously 2022) postponed to 2023

2019 2020 2021E 2022E 2023E

Largest Adoption States

Social Studies* Science*

Science Social Studies**

All Other Adoption States

Alabama Math Reading Social Studies

Math (K-8)

Social Studies

Social Studies

Math

New Mexico Science Math Reading (9-12) Reading (K-8) Social Studies

North Carolina Math K-8 Social Studies Science

Math (K-8) Science

Social Studies Social Studies

Idaho Reading Science

New State Adoptions by Purchase Year
1

California (K-8) Science** Math

Reading (9-12) Science (K-12)

Math Social StudiesFlorida

Texas Reading (K-8)

Reading 

Mississippi Reading

Reading Science (K-12)

West Virginia Science

South Carolina

Oregon Social Studies Reading Math

Science

Oklahoma

Tennessee Social Studies Reading Math

Social Studies Reading

Virginia Reading

Math (9-12)

Science

Social Studies Reading (K-5) Reading (6-12)



Billings and Adjusted EBITDA
Billings is a non-GAAP performance measure that provides useful information in evaluating our period-to-period performance because it reflects the total 

amount of revenue that would have been recognized in a period if we recognized all print and digital revenue at the time of sale. We use Billings as a 

performance measure given that we typically collect full payment for our digital and print solutions at the time of sale or shortly thereafter, but recognize 

revenue from digital solutions and multi-year deliverables ratably over the term of our customer contracts. As sales of our digital learning solutions have 

increased, so has the amount of revenue that is deferred in accordance with U.S. GAAP. Billings is a key metric we use to manage our business as it 

reflects the sales activity in a given period, provides comparability from period-to-period during this time of digital transition and is the basis for all sales 

incentive compensation. In the K-12 market where customers typically pay for five to eight year contracts upfront and the ongoing costs to service any 

contractual obligation are limited, the impact of the change in deferred revenue is most significant. Billings is U.S. GAAP revenue plus the net change in 

deferred revenue. 

EBITDA, a measure used by management to assess operating performance, is defined as net income from continuing operations plus net interest, income 

taxes, depreciation and amortization (including amortization of pre-publication investment cash costs). Adjusted EBITDA is a non-GAAP debt covenant 

compliance measure that is defined in accordance with our debt agreements. Adjusted EBITDA is a material term in our debt agreements and provides an 

understanding of our debt covenant compliance, ability to service our indebtedness and make capital allocation decisions in accordance with our debt 

agreements. 

Each of the above described measures is not a recognized term under U.S. GAAP and does not purport to be an alternative to revenue, income from 

continuing operations, or any other measure derived in accordance with U.S. GAAP as a measure of operating performance, debt covenant compliance or 

to cash flows from operations as a measure of liquidity. Additionally, each such measure is not intended to be a measure of free cash flows available for 

management’s discretionary use, as it does not consider certain cash requirements such as interest payments, tax payments and debt service 

requirements. Such measures have limitations as analytical tools, and you should not consider any of such measures in isolation or as substitutes for our 

results as reported under U.S. GAAP. Management compensates for the limitations of using non-GAAP financial measures by using them to supplement 

U.S. GAAP results to provide a more complete understanding of the factors and trends affecting the business than U.S. GAAP results alone. Because not all 

companies use identical calculations, our measures may not be comparable to other similarly titled measures of other companies.

Management believes Adjusted EBITDA is helpful in highlighting trends because Adjusted EBITDA excludes the results of certain transactions or 

adjustments that are non-recurring or non-operational and can differ significantly from company to company depending on long-term strategic decisions 

regarding capital structure, the tax rules in the jurisdictions in which companies operate, and capital investments. In addition, Billings and Adjusted EBITDA 

provide more comparability between the historical operating results and operating results that reflect purchase accounting and the new capital structure post 

the Founding Acquisition as well as the digital transformation that we are undertaking which requires different accounting treatment for digital and print 

solutions in accordance with U.S. GAAP.

Management believes that the presentation of Adjusted EBITDA, which is defined in accordance with our debt agreements, is appropriate to provide 

additional information to investors about certain material non-cash items and about unusual items that we do not expect to continue at the same level in the 

future as well as other items to assess our debt covenant compliance, ability to service our indebtedness and make capital allocation decisions in 

accordance with our debt agreements.

Note: In compliance with SEC interpretative guidance, we now refer to ‘Adjusted Revenue’ as ‘Billings’ throughout the presentation.
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Adjusted EBITDA Reconciliation
($ in Millions)

Three Months Ended March 31, Fiscal Year Ended March 31,

2018 2019 2020 2018 2019 2020

Net (loss) income (121)$                  (115)$                  (107)$                  (63)$                    (154)$                  (135)$                  

Interest (income) expense, net 42                       45                       53                       178                     184                     188                     

Income tax provision (benefit) 1                         1                         1                         (7)                        11                       12                       

Depreciation, amortization and pre-pub. amortization 45                       46                       56                       228                     220                     231                     

EBITDA  $                   (33)  $                   (22)  $                       3  $                   335  $                   261  $                   295 

Change in deferred revenue (a) (57)                      (37)                      (51)                      142                     85                       77                       

Change in deferred royalties (b) 6                         1                         3                         (22)                      (10)                      (17)                      

Change in deferred commissions (c) 1                         1                         2                         1                         1                         0                         

Restructuring and cost savings implementation charges (d) 3                                                  -                          - 15                       7                         22                       

Sponsor fees (e) 1                         1                         1                         4                         4                         4                         

Transaction costs (f)                          -                          - 11                                                - 7                         25                       

Merger integration costs (g)                          -                          -                          -                          -                          - 7                         

Other (h) 8                         19                       8                         21                       41                       35                       

Pre-pub. investment cash costs(i) (23)                      (21)                      (16)                      (97)                      (98)                      (74)                      

Adjusted EBITDA  $                   (93)  $                   (56)  $                   (39)  $                   400  $                   298  $                   373 
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Adjusted EBITDA Footnotes
(a) We receive cash up-front for most sales but recognize revenue (primarily related to digital sales) over time recording a liability for deferred revenue at the time of 

sale. This adjustment represents the net effect of converting deferred revenues to a cash basis assuming the collection of al l receivable balances. 

(b) Royalty obligations are generally payable in the period incurred with limited recourse. This adjustment represents the net effect of converting deferred royalties to a 

cash basis assuming the payment of all amounts owed in the period incurred. 

(c) Commissions are generally payable in the period incurred. This adjustment represents the net effect of converting deferred commissions to a cash basis assuming 

the payment of all amounts owed in the period incurred.

(d) Represents severance and other expenses associated with headcount reductions and other cost savings initiated as part of our formal restructuring initiatives to 

create a flatter and more agile organization. 

(e) Represents $3.5 million of annual ($0.875 million of quarterly) management fees and payable to Apollo.

(f) The amount represents the transaction costs associated with the Merger Agreement entered into between the Company and Cengage on May 1, 2019.

(g) The amount represents the integration costs associated with the Merger Agreement entered into between the Company and Cengage on May 1, 2019.  

(h) For the fiscal year ended March 31, 2020, the amount represents (i) non-cash incentive compensation expense of $13.0 million, (ii) International trademark 

impairment of $3.0 million, (iii) change in deferred real estate and lease incentives of $8.0 million primarily related to the Company move to the new headquarters at 

1325 Ave of Americas, and (iv) other adjustments required or permitted in calculating covenant compliance under our debt agreements. 

For the fiscal year ended March 31, 2019, the amount represents (i) non-cash incentive compensation expense of $17.8 million, (ii) change in deferred real estate 

and lease incentives of $1.3 million, and (iii) other adjustments required or permitted in calculating covenant compliance under our debt agreements.

For the fiscal year ended March 31, 2018, the amount represents (i) non-cash incentive compensation expense of $17.7 million, (ii) elimination of a $5.8 million gain 

on disposal of the K-12 Canadian business, (iii) elimination of a $4.9 million gain related to sale of an equity method investment, and (iv) other adjustments required 

or permitted in calculating covenant compliance under our debt agreements.

For the three months ended March 31, 2020, the amount represents (i) non-cash incentive compensation expense of $2.0 million, (ii) International trademark 

impairment of $3.0 million, (iii) change in deferred real estate and lease incentives of $1.4 million primarily related to the Company move to the new headquarters at 

1325 Ave of Americas, and (iv) other adjustments required or permitted in calculating covenant compliance under our debt agreements. 

For the three months ended March 31, 2019, the amount represents (i) non-cash incentive compensation expense of $2.5 million, (ii) change in deferred real estate 

and lease incentives of $1.5 million primarily related to the Company move to the new headquarters at 1325 Ave of Americas, and (iii) other adjustments required or 

permitted in calculating covenant compliance under our debt agreements.

For the three months ended March 31, 2018, the amount represents (i) non-cash incentive compensation expense of $3.6 million, and (ii)  (iii) other adjustments 

required or permitted in calculating covenant compliance under our debt agreements.

(i)  Represents the cash cost for pre-publication investment during the period.



Digital Product Offering Descriptions
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Product Description Higher Education K-12 International Professional

Access 

Digital subscription platform that provides easily searchable digital 

content integrated with dynamic and functional workflow tools  for 

medical & engineering students, practitioners and clinicians
✓ ✓

ALEKS Adaptive learning technology for the K-12 and Higher Ed markets ✓  ✓ ✓

Connect
Open learning environment for students and instructors in the Higher 

Education market and K-12 students taking AP courses 
✓  ✓ ✓

ConnectED Content delivery platform for the K-12 market ✓ ✓

Inclusive Access

A predominantly digital solution in Higher Ed that provides students 

with required materials on the first day of class at a reduced cost, 

offering greater affordability to students 

✓

ReadAnywhere App
Allows students to access their McGraw Hill textbooks and 

SmartBook 2.0 via phone and mobile devices
✓

Redbird
A leading digital personalized learning company that offers courses in 

K-12 math, language arts and writing, and virtual professional 

development programs for educators
✓ ✓

SmartBook

Adaptive reading product designed to help students understand and 

retain course material by guiding each student through a highly 

personal study experience
✓ ✓ ✓

StudyWise

Adaptive offering that supports students in adaptive practice on 

smartphones. StudyWise extends the reach of Connect and 

Connect2 allowing students to efficiently learn in their natural 

environment

✓ ✓
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COVID-19 Business Implications
While Near-term Uncertainties Remain, Long-term Opportunities Evolve  

Higher Education K-12

International Professional

• Free access to Connect and ALEKS increases digital usage and 

accelerates ongoing transition from print to digital

• Redeploying resources to support & facilitate digital opportunities

• Strategic initiatives underway to provide online solutions for 

universities, instructors and learners

• Transitioning new and existing business to Inclusive Access with 

the number of campuses participating now exceeding 1,100

• Full year performance will be impacted by ongoing digital 

transition and enrollment risk, with near-term periods impacted 

by timing of purchasing, returns and shipments

• Closely watching enrollment expectations, institutional decisions 

regarding instruction modality and pricing pressure

• Free access to ConnectEd and ALEKS increases digital usage 

and accelerates ongoing transition from print to digital

• District buying decisions being made via traditional and online 

proposal processes

• Anticipate revenues shifting between quarters (mainly fiscal Q1 

to Q2) driven by school closures and ability to receive product

• Risk for 2020 adoptions and purchases to be postponed exists, 

although no major definitive announcements to date

• Closely watching open territory and multi-year adoption 

purchases where risk is more pronounced

• Early indicators in TX 9-12 ELA are positive

• Direct impact on fiscal year Q4 and early fiscal Q1 performance 

amidst institution closures and shelter-in-place mandates

• Impact varies by region and influenced by digital mix, with free 

access to Connect and ALEKS accelerating digital transition

• Continue to monitor impact of shelter-in-place mandates being 

lifted and staggered return-to-work scenarios 

• Digital subscription business not impacted to date

• Print sales impacted by closure of brick-and-mortar stores and 

timing of shipments

• Focus in new fiscal year has been on the stand-up and operation 

of global Professional business; fiscal Q1 reporting will reflect 

new segment presentation

Cost Structure Investments

• Implemented hiring freeze and eliminated 2020 merit increase

• Senior leadership salary reductions of up to 30%

• Material travel & entertainment expense savings in year

• Continue to assess cost structure

• Continue to strategically invest in growth opportunities across the 

business funded by cost reductions and business tradeoffs

• Long-term capital investments are limited in light of COVID-19

• Tightly managing working capital as quarterly Billings shift
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Fiscal Year Timing Considerations
Business Evolution and COVID-19 will Impact Quarterly Comparability

Timing
Key Business 

Considerations
Expectations

Fiscal Year Q1

Apr - Jun 

Timing of Purchases

Timing of Print Shipments

International Recovery

Liquidity Position

• Expect ongoing shift of Higher Education Billings from FY Q1 to FY Q2 as traditional 

distributor sales transition to Inclusive Access, Rental and ongoing Direct-to-Student

• Shipments in period will be impacted by distribution channel partners and school districts 

levels of operation and ability to receive product

• Lower Higher Education product returns Y/Y but some catch up from delayed March 

returns expected (already considered in reserve-for-returns estimate at 3/31/20)

• Continue to closely monitor early signs of International recovery

• Liquidity will remain strong given current cash balance and expectation for seasonal AR 

securitization availability growth

Fiscal Year Q2

Jul - Sep

HE Semester Aligned Purchases

Increased Inclusive Access Billings

Continuing Digital Billings Growth

International Performance

• Higher Education Billings will continue to increasingly align with the start of the semester

• Inclusive Access growth will continue; Higher Education enrollments will be impacted by 

COVID-19

• Increased K-12 shipments expected after delay in prior quarter

• International stabilization anticipated

Fiscal Year Q3

Oct - Dec 

Product Returns Favorability

HE Billings shift will continue

Key Quarter for Int’l & Professional

• October and November are key returns months; materially lower returns expected

• Higher Education Billings will continue to shift from FY Q3 to FY Q4

• Combined Int’l & Professional Billings have approximated 30-35% of FY historically

Fiscal Year Q4

Jan - Mar

Inclusive Access Growth

Material Quarter for HE

• Expect material Higher Ed Billings in quarter with continuing shift from Q3 to Q4

• Inclusive Access growth will continue (60%+ growth in Q4 FY20) 

• Seasonal low quarter for K-12, International and Professional
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