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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.  

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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Simon Allen
President and Chief Executive Officer

Fiscal Year 2021 Results and 
Company Overview
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Platinum Equity to Acquire McGraw Hill

• Platinum Equity has agreed to purchase McGraw Hill, a testament to our business transformation

• Business is well positioned to accelerate digital growth through partnership with Platinum

• The transaction is expected to close this summer, subject to customary closing conditions and 
regulatory approval

• McGraw Hill senior leadership team will continue to lead the business under Platinum’s 
ownership

• Near-term strategic priorities not expected to change as investment in existing technology 
roadmap and innovation continues

• Existing debt structure to be refinanced in conjunction with transaction 
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$1.6B
-4% Y/Y

~$1B
+17% Y/Y excluding K-121

+10% Y/Y

$440M
+18% Y/Y

Total Adj. EBITDATotal Digital Billings

• Achieved run-rate annual digital Billings in excess of $1B with 17%1 growth Y/Y in FY 2021
• Increased Total Adjusted EBITDA 18% to $440M driven by strong digital growth and cost 

rationalization program
 More than $100M of run-rate savings actioned
 More than $55M realized in FY 2021

• Continued strong digital growth and Adjusted EBITDA performance through fiscal Q1 2022
• Completed debt refinancing in Jan-21 after renewing receivable securitization in Aug-20
 Reduced gross debt at close by ~$50M and extended maturities to 2024
 Since refinancing, repurchased nearly $50M in outstanding debt ($27M post year-end2)

• Reached inflection point (digital Billings growth exceeding print Billings decline);
strong flow through and digital-focused investments position MH for long-term growth

5(1) Total digital Billings growth rate adjusted to exclude K-12 which is impacted by core basal adoption calendar and resultant product mix from year-to-year.
(2) Remaining amount from 2016 Term B loan.

McGraw Hill FY 2021 Highlights
Results in-line with Preliminary Guidance; digital reached 72%1 of Billings in FY 2021

Total Billings Free Cash Flow

$486M
+50% Y/Y
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Fiscal 2021: A Year of Business Transformation
Billings inflection point achieved with run-rate annual digital Billings in excess of $1 billion

Higher Education K-12

International Global Professional2

Digital

Print

McGraw Hill (excluding K-12)1
• Total digital Billings in FY21 were ~$1B compared to $600M in FY15
• Digital trajectory accelerated with growth expected to continue
• Business is well-positioned to capture incremental digital demand and 

continues to work closely with educators and learners to facilitate digital 
transition

• Inclusive of K-12 (where digital composition varies from year-to-year 
driven by the core basal adoption calendar), digital was 61% of total 
Billings in FY21 (vs. 53% in prior year)

67% 62% 54% 49% 45% 39% 28%

33% 38% 46% 51% 55% 61% 72%

FY 2016FY 2015 FY 2018FY 2017 FY 2021FY 2020FY 2019

60% 53% 43% 36% 32% 25% 18%

40% 47% 57% 64% 68% 75% 82%

FY 2021FY 2018FY 2015 FY 2016 FY 2019FY 2017 FY 2020

74% 67% 69% 65% 63% 60% 58%

26% 33% 31% 35% 37% 40% 42%

FY 2021FY 2015 FY 2020FY 2019FY 2017FY 2016 FY 2018

64% 63% 59% 58% 56% 52% 43%

36% 37% 41% 42% 44% 48% 57%

FY 2018FY 2015 FY 2017FY 2016 FY 2019 FY 2020 FY 2021

90% 87% 82% 80% 76% 74%
56%

10% 13% 18% 20% 24% 26%
44%

FY 2016 FY 2020FY 2015 FY 2018FY 2017 FY 2019 FY 2021

(1) Total digital Billings adjusted to exclude K-12 which is impacted by core basal adoption calendar and resultant product mix from year-to-year.
(2) Historical periods reflect Global Professional recast. 6



McGraw Hill   |

36%

41%

23%

Digital Ed Tech Highlights
Inclusive Access Net Sales1 (U.S. Higher Ed) Connect Paid Activations Product Mix (U.S. Higher Ed)

Connect Paid Activations3 ALEKS Unique Users (Global Higher Ed and K-12) 

All numbers are in millions

Institutional sales increase sell-through and drive digital growth
More than 75% of activations are from time-of-demand sales

+27%

+58%

+3%

“Land and Expand” strategy drove accelerated growth with ~1,400 
campuses participating in MH’s Inclusive Access programs in FY 2021

35%

33%

32%

FY 2020 FY 2021

Inclusive Access

Access Cards

Direct-to-Student

Growth continues with more than 6 million annual global user activations
supported by successful digital transition and increased digital adoption

ALEKS personalized learning solutions continue to drive unique user
growth across K-12 and Higher Ed

Low-Return
Product2

Higher Ed

K-12

3.9
0.4

FY 2017

4.0

0.5

FY 2018

3.4

0.5

6.3

4.2

3.7

FY 2019

0.6

4.3

FY 2020

0.9

5.4

FY 2021

4.5 4.9

$21
$43

$70

$106

$167

FY 2020FY 2019FY 2017 FY 2018 FY 2021

2.0 2.3 2.6 3.0 3.0
1.5 1.8 2.0 2.2 2.3

4.6

FY 2019FY 2017 FY 2018 FY 2021FY 2020

4.1
3.5

5.2 5.3

International

Domestic

7
Amounts may not sum due to rounding.
(1) Inclusive Access net sales include a small percentage of print from bundle sales. 
(2) Return rate less than 1%.
(3) FY 2021 Connect paid activations excludes ~49K free activations from COVID-19.



McGraw Hill   | 8

McGraw Hill has Transformed
MH is now a Digital-First Company Leveraging its Content Development Expertise Globally 

Pre-2011

Digital Transition & 
Transformation

2021 and Beyond

• Sales model highly concentrated on 
physical product sales

• Real-time data and insights are non-
existent

• Feedback loop sub-optimal with limited 
ability to quickly inform product 
development

• $1B digital business today and growing – early 
investment paying off

• DPG enables MH to remain at the forefront of 
learning innovation, a competitive differentiator, 
supported by ~$150 million annual investment

• Digital-first business enhances opportunity for 
variable cost structure and supports asset-lite 
business model 

• Strong free cash flow will continue as margins 
grow with digital transition and capital expenditures 
remain low 

• McGraw Hill to focus on Digitization, 
Personalization and Automation to support future 
growth

• Digital Platform Group (“DPG”) formed in 2013
− 200+ employee software engineers and 65 agile 

teams enable rapid product development
− DPG maintains and develops all key owned 

platform technologies
• Centralized digital development creates efficiencies 

and allows investment and products to span 
multiple segments and geographies 

• Data-driven technology bolsters efficacy of existing 
and future products with increasing sophistication, 
learner insight and customer value

Material Investment in Digital
and Business Transformation

Transactional Print-Centric 
Business Model

Positioned to Benefit from Digital Growth
while Enhancing the Learning Experience
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McGraw Hill: 2021 and Beyond
Positioned to Serve Institutions, Educators and Learners

Digitization

Personalization

Automation

9

McGraw Hill will continue to invest in its digital platforms and supporting 
business models, which are core to the business

Emphasis on engaging, student-centered learning and personalized 
pathways to mastery and flexible delivery that adapts to the individual 
needs of students and instructors

Ability to utilize real-time feedback to improve the learning experience

Digital and personalized education unlocks rich streams of learning data, 
uniquely positioning McGraw Hill to harness billions of interactions to the 
benefit of learners everywhere
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Garet Guthrie
Chief Financial Officer

Financial Review and
Fiscal 2022 Year-to-Date Update

10
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• Higher Ed: Robust Inclusive Access and direct-to-
student net sales drove digital Billings growth to over 
80% of total Billings and improved market share2

120 bps in an accelerated digital environment

• K-12: Cyclicality and multi-year adoption market 
delays due to COVID-19 negatively impacted Billings, 
as expected. Cost structure changes continue to 
improve profitability with planned investments for 
intervention and supplemental solutions

• International: Digital growth meaningfully outpaced 
print declines with enhanced ability to scale U.S. 
content digitally during COVID-19 challenges

• Global Professional: Significant digital Billings 
growth driven by Access subscriptions, emphasizing a 
digital subscription model

-$39

$373 $440

Q4-2021Q4-2020 FY 2020 FY 2021

$0.4

$883 $973
$779 $618

$1,662 $1,591

FY 2021FY 2020FY 2021FY 2020 FY 2020 FY 2021

11

Billings: Fiscal Year

-4%

-21%

n/m

+18%

36%

Adjusted EBITDA

+10%

Digital Print Total

+17%1

$167
$221

$75 $71

$241
$292

Q4-2021Q4-2020 Q4-2020 Q4-2021Q4-2021 Q4-2020

Billings: Fiscal Q4

+21%

-6%

+33%

Digital Print Total

($ in Millions)

Digital Drives Growth Across the Business

61% 72%

69% 76%

Margin %

McGraw Hill Q4 and FY 2021 Results
FY 2021 

Highlights

~$1B
+17% Y/Y1

(excluding K-12)

Digital Billings

$1.6B
-4% Y/Y

$440M
+18% Y/Y

Total Billings

Adj. EBITDA

$486M
+50% Y/Y

Free Cash Flow

Digital % of
Total Billings

Digital % of
Total Billings

(1) Total digital Billings growth rate adjusted to exclude K-12 which is impacted by core basal adoption calendar and resultant product mix from year-to-year.
(2) Market share calculation based on LTM May ‘21 vs. LTM May ‘20; 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.
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Digital Billings Bolstered by Direct-to-Student and 
Inclusive Access through Digital Transition$56 $70

$208
$266

FY 2021Q4-2021Q4-2020 FY 2020

$496
$571

$166 $124

$662 $695

FY 2021FY 2020 FY 2020 FY 2021 FY 2020 FY 2021

33%Margin % 36% 31% 38%

$144
$177

$29 $17

$173
$194

Q4-2021 Q4-2021Q4-2020 Q4-2020 Q4-2021Q4-2020

Billings: Fiscal Year

Adjusted EBITDA

Billings: Fiscal Q4

($ in Millions)

Digital Print Total

+5%

-25%

+15%

Digital Print Total

+12%

-41%

+23%

+24%

+28%

• Higher Ed digital Billings growth of 15% Y/Y driven by robust 
direct-to-student eCommerce and Inclusive Access growth; digital 
represented 82% of Billings in FY 2021

- Direct-to-student eCommerce up 24% Y/Y
- Inclusive Access net sales of $167M, up 58% Y/Y as 

participating campuses grew ~1,400
- Connect Paid Activations of 5.4M, up 24% Y/Y

• With inflection point achieved, total Billings increased 5% to 
$695M despite 25% decline in print Billings to $124M

• Continue to increase market share1 with reported 120 bps gain

• Fiscal Q4 benefited by expected Billings shift from fiscal Q3 to Q4; 
actual product returns continue to decline supported by digital 
sales growth through Inclusive Access and direct-to-student

• FY 2021 Adjusted EBITDA improved by 28% Y/Y supported by 
favorable digital Billings flow through and a more efficient, digitally 
focused cost structure

FY 2021 
Highlights

Higher Ed Q4 and FY 2021 Results

$571M
+15% Y/Y

Digital Billings

$695M
+5% Y/Y

$266M
+28% Y/Y

Total Billings

Adj. EBITDA

75% 82%Digital % of
Total Billings

83% 91%Digital % of
Total Billings

(1) Market share calculation based on LTM May ‘21 vs. LTM May ‘20; 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.
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MH Higher Education Business Evolution
Increase in Digital & Low Return Product Sales Drives a More Efficient Model

13

Higher Ed Digital Billings Higher Ed Actual Returns

$419 $461 $472 $496
$571

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

$220 $197
$145 $132 $119

FY 2020FY 2017 FY 2021FY 2018 FY 2019

($ in Millions)($ in Millions)

• The ongoing business evolution away from traditional, periodic print sales 
creates efficiency and operational opportunities, including

- Lower inventory levels along with reduced physical product returns and 
costs associated with excess 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)

• COVID-19 accelerated the transition to digital solutions and a more efficient 
sales process

• Today, nearly 90% of the Higher Education business is driven by digital and 
rental as compared to less than 60% in FY 2017

• Material and growing installed global base of 6.3 million Connect users and over 
2.3 million ALEKS users will support the ongoing evolution

Higher Ed Product Mix (% Net Sales)

3% 5% 10% 15% 24%25% 27%
29%

30%

36%30% 31%
31%

30%

24%

0%
0%

1%
2%

2%
42% 37% 29% 23% 14%

FY 2017 FY 2018 FY 2019 FY 2020 FY 2021

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

86%
Non-
Trad’l
Print

58%
Non-
Trad’l
Print



McGraw Hill   |

-$69 -$70

$122 $108

FY 2021Q4-2020 Q4-2021 FY 2020

14

Market Share Growth in a Cyclically
Smaller Adoption Market

Billings: Fiscal Year

Adjusted EBITDA

Billings: Fiscal Q4

($ in Millions)

Digital Print Total

Digital Print Total

• K-12 Billings negatively impacted in FY 2021 by expected smaller 
on-list adoption market opportunity, multi-year adoption decisions 
being delayed due to COVID-19, the decision to forgo certain non-
core adoptions and a material Open Territory win in Chicago last 
year

• Market share increased in both Adoption and Open Territory states 
in FY 2021 

• Digital Billings declined 7% Y/Y driven by the adoption calendar 
and hybrid nature of core basal offerings

• FY 2021 Adjusted EBITDA declined 12% Y/Y driven by lower 
Billings partially offset by reduced operating costs

• Fiscal Q4 Billings increased 15% Y/Y driven by digital growth in 
the period (+$3M or 46%) with Adjusted EBITDA down slightly as 
a result of timing driven prepublication investment 

• Calendar year 2021 new adoption market expected to be in-line 
with calendar year 2020 with Open Territory growth expected

• MH Rise (released in FY 2021) for ELA and Math addresses 
learning loss in K-12 

• American Rescue Plan Act (“ARPA”) was passed into law in 
March 2021 to aid in K-12 learning loss preventions and to 
address inequity across all students; total funding of $126 billion 
across 3 years will benefit business

FY 2021 
Highlights

K-12 Q4 and FY 2021 Results

$238M
-7% Y/Y

Digital Billings

$567M
-11% Y/Y

$108M
-12% Y/Y

Total Billings

Adj. EBITDA

31% 38%

-2%

n/m

-12%

n/m
19% 19%

$7
$10

$16 $16

$23
$26

Q4-2021Q4-2020Q4-2020 Q4-2021 Q4-2020 Q4-2021

+15%

+1%
+46%

$257 $238
$382 $330

$639

FY 2020 FY 2021FY 2020FY 2021

$567

FY 2020 FY 2021

-11%

-14%
-7%

Margin %

Digital % of
Total Billings

40% 42%

31% 39%Digital % of
Total Billings
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Digital Acceleration Across Multiple Geographies 
Elevated Usage of Domestic Content

Billings: Fiscal Year

Adjusted EBITDA

Billings: Fiscal Q4

($ in Millions)

Digital Print Total

Digital Print Total

• International print Billings impacted by COVID-19 challenges with 
digital Billings growth meaningfully accelerated to 44% of Billings 
in FY 2021 (vs. 26% in prior year)

• Digital Billings increased 51% Y/Y driven by Higher Education 
growth across multiple geographies, particularly Canada and the 
Middle East

- Digital Connect activations of 0.9M, up +62% Y/Y
- ALEKS unique users up nearly 150% Y/Y

• Operations continue to be streamlined with assessment of go-to-
market strategy across multiple geographies facilitating material 
cost savings and enhanced digital focus

• FY 2021 Adjusted EBITDA improvement, despite material decline 
in print Billings, attributable to higher margin digital Billings, 
proactive management of operating expenses, realization of 
actioned cost savings and the timing of provisions

FY 2021 
Highlights

International Q4 and FY 2021 Results

$80M
+51% Y/Y

Digital Billings

$182M
-9% Y/Y

$13M
n/m

Total Billings

Adj. EBITDA

$53
$80

$148
$102

$201 $182

FY 2020 FY 2021FY 2021FY 2020 FY 2021 FY 2020

-9%

-31%

+51%

$6

$19
$13

$20 $19

$39

Q4-2020 Q4-2021 Q4-2020 Q4-2021 Q4-2020 Q4-2021

+104%

+50%+226%

-$4 -$3

$13

Q4-2020
-$21

Q4-2021 FY 2020 FY 2021
31% 38%

n/m n/m

+80%
n/m

11% -1% 7%Margin %

Digital % of
Total Billings

26% 44%

31% 49%
Digital % of
Total Billings
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Strong Access Subscription Sales Drove
Annual Renewal Rates1 in Excess of 90%

Billings: Fiscal Year

Adjusted EBITDA

Billings: Fiscal Q4

($ in Millions)

Digital Print Total

Digital Print Total

• Global Professional Billings performance impacted by COVID-19 
and distribution channel challenges (i.e., brick-and-mortar) offset 
by double-digit growth in digital driven by Access subscriptions

- AccessMedicine site visits up 23% in FY 2021
- Access annual renewal rates1 continue to be in excess of 

90%

• Digital Billings growth of 10% Y/Y and now represents 57% of 
Billings (vs. 48% in prior year)

• Strong print performance in Q4 driven by recovery of brick-and-
mortar distribution channel and 44% more new titles released in 
the quarter (82 vs. 57 in PY)

• FY 2021 Adjusted EBITDA decreased by $3M driven by lower 
print Billings and partially offset by operating expense savings

• New global operating structure working well and driving 
International Access growth as expected despite COVID-19 
challenges

FY 2021 
Highlights

Global Professional Q4 and FY 2021 Results

$83M
+10% Y/Y

Digital Billings

$146M
-8% Y/Y

$40M
-7% Y/Y

Total Billings

Adj. EBITDA

$73 $79
$42

$123 $121$33
$21

$36 $25

$3
$76

FY 2021FY 2020

$4

FY 2021 FY 2020FY 2020 FY 2021

$83 $83
$63

$159 $146

$50

-8%

-25%+10%

$10 $14 $11 $12
$21 $26$5 $6

$6
$7

$0

Q4-2020Q4-2020

$1

Q4-2021

$27

Q4-2021 Q4-2020 Q4-2021

$10
$15 $17 $18

$33
+22%

+6%
+48%

n/m n/m

7%
$4

$43 $40

FY 2021Q4-2020
-$0.4

Q4-2021 FY 2020

n/m

2%

-7%

13%
27% 28%Margin %

Digital % of
Total Billings 48% 57%

37% 46%
Digital % of
Total Billings

(1) Renewal rate is measured annually at calendar year-end.

International
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($ in Millions)Operating Expense
• Expenses continue to be tightly managed to facilitate ongoing 

business investment and improve profitability 
• The company has benefited from reduced discretionary and variable 

spend in a COVID-19 environment with additional benefit expected 
from the implemented cost rationalization program

$100 Million Cost Rationalization Program
• More than $100 million of run-rate EBITDA savings identified and 

actioned to date
• Approximately $55 million realized in FY21
• Completed warehouse consolidation in early fiscal Q4
• Rationalization of legacy technology stack expense ongoing

Recent Product Investment and Acquisitions
• Launched Virtual Labs for back-to-school 2020
• Launched McGraw Hill Rise for K-12 ELA and Math in August 2020
• Announced the release of Reveal Math K-5 in November 2020
• Acquired Kidaptive to support K-12 personal learning experiences in 

March 2021
• Acquired Triad, software developer of widely-used SIMnet product in 

May 2021

$864

LTM 
Dec-19

LTM 
Mar-20

LTM 
Mar-19

LTM 
Dec-20

LTM 
Jun-19

$677

LTM 
Sep-19

$718
$689

$837
$807

$881

$799

LTM 
Mar-21

LTM 
Jun-20

$752

LTM 
Sep-20

Realized ~$55 million of run-rate savings in FY 21 from cost rationalization
program and expect more than $100 million in FY22

Operating Expense Trending1

Product Investment and Enhancement Continues

(1) Excludes variable annual incentives and pre-publication investment.

Operating Expense Optimization
Expense Management Supports Ongoing Investment
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Capital Structure and Liquidity

18

Senior Secured Term Loan due 2022 $27

Senior Secured Term Loan due November 2024 1,367

Revolving Credit Facility due 2023 ($260M) -

Total First Lien Indebtedness $1,394

Less:   Cash and Cash Equivalents (353)

Net First Lien Indebtedness $1,041

FY 2021 Adjusted EBITDA 440

Net First Lien Indebtedness / Adjusted EBITDA3 2.4x

Senior Secured 1.5L Notes 687

Senior Unsecured Notes Due 2024 34

Net Total Indebtedness – MHE Inc. $1,762

Total Net Indebtedness / Adjusted EBITDA 4.0x

($ in Millions)

Securitization outstanding at 3/31 of $45M is excluded from debt profile as the amount is excluded 
from the definition of debt under the first lien credit agreement.

Revolving credit facility outstanding exclude $4.3M of letters of credit issued.

*3/31 cash excludes $1M of restricted cash.

• Cash balance of $353M at 3/31/21 as compared to $176M at 3/31/20, an 
increase of $177M despite increased principal payments and lower AR 
securitization drawdown

• $185M total principal prepayments since 2017 (with $27M repurchased 
post year-end); net leverage now below 4.0x as of June

• Strong fiscal year-end cash balance positively impacted by higher margin 
digital sales, improved collections and ongoing cost saving initiatives 

• With refinancing in January, all material debt maturities extended to 
November 2024

- Refinancing reduced total gross indebtedness by ~$50M and 
simplified capital structure by eliminating MHGE Parent Term Loan

- Committed line of credit remains undrawn with receivable 
securitization program highly effective in meeting any seasonal 
liquidity needs of the business 

• Total committed liquidity of $365M (revolver and seasonally available 
securitization) as of March 31; $315M as of June 18th

($ in Millions)

(1) Excludes restricted cash as of 12/31/18, 12/31/19  (2) Total Net Debt and Total Net Leverage reflects MHE Inc. (3) Net First Lien Leverage covenant for revolving credit facility is tested if 30% of revolving credit facility 
is drawn at quarter-end. Usage was less than 30% at 3/31/21 so covenant did not apply. Net First Lien Leverage covenant levels, if required to be tested, would be 5.25x in fiscal Q1 and 4.8x in fiscal Q2, Q3 and Q4. 
EBITDA used to calculate Net First Lien Leverage covenant ratio would be Adjusted EBITDA plus pro-forma adjustments that are permitted under Credit Agreement and Indenture. 

McGraw Hill Debt Profile: 3/31/21McGraw Hill Cash and Debt Summary
3/31/19 3/31/20 3/31/21

Cash Balance1 $159 $176 $353

Total Net Debt2 $2,100 $2,008 $1,762

Total Net Leverage2 7.0x 5.4x 4.0x
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Fiscal 2022 Year-to-Date Update
Strong Performance Continues Across the Entire Business

19

• Total MH Billings up nearly $70M (~50%) Y/Y through May driven by growth across all segments

• Strong early performance in K-12 driven by Open Territory sales with known FL ELA adoption wins 
to benefit remaining FY 2022 and FY 2023 periods (limited shipments through May)

• Seasonally small period for HE achieved double digit Billings growth 

• Adjusted EBITDA improvement of more than $50M through May driven by Billings flow through, 
annualization of cost savings initiatives offset by increased samples expenditures and pre-
publication investment
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Questions and Answers

20
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Replay Details

The replay will be available from 11:30 a.m. Eastern Time on June 24, 2021
until 11:59 p.m. Eastern Time on July 1, 2021

Details
Dial In #: (800) 585-8367 or (416) 621-4642
Passcode: 5370368

21
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Free Cash Flow
FY20 FY21 Y/Y $

Adjusted EBITDA 373           440           67             
∆ in Accounts Receivable, net 5               19             14             
∆ in Inventories, net 25             24             (2)              
∆ in Prepaid & Other Current Assets (38)            (46)            (8)              
∆ in Accounts Payable and Accrued Expenses (1)              64             65             
∆ in Other Current Liabilities (5)              (30)            (24)            

∆ in Reported Working Capital Accounts (14)            31             45             
Adjustments to Derive Operational Working Capital1 47             59             12             

∆ in Adjusted Working Capital Accounts 33             90             57             
Adjusted EBITDA less ∆ in Adjusted Working Capital Accounts 406           530           124           

Pre-publication Investment 74             76             2               
Restructuring and Cost Savings Implementation Charges (25)            (12)            13             
Sponsor Fees (4)              (4)              -
Cash Paid for Interest (159)          (147)          13             
Operational Working Capital Adjustments and Other2 (29)            (49)            (20)            

Cash (used for) provided by operating activities 264           395           132           

Adjusted EBITDA less ∆ in Working Capital Accounts per above 406           530           124           
- Capital Expenditures & Payment of Capital Lease Obligations (88)            (45)            43             

Operating Free Cash Flow2 318           486           167           

Cash Balance at Beginning of Period 189           187           (2)              
Cash (used for) provided by operating activities 264           395           132           
Dividends (1)              - 1               
Net Debt (Payments) / Receipts (97)            (80)            17             
Pre-publication Investment (74)            (76)            (2)              
Capital Expenditures (74)            (33)            41             
Investments, Acquisitions & Divestitures, net 3               - (3)              
Payment of Capital Lease Obligations (14)            (12)            2               
Equity transactions, net (2)              - 2               
Other (7)              (28)            (21)            

Cash Balance at End of Period 187           354           167           

Twelve Months Ended Mar 31,

Key Variance Drivers

‒ Accounts Receivable: driven by lower print Billings and improved collections 
associated with ongoing shift to point-of-demand, low return product sales in 
Higher Ed

‒ Prepaid  / OCA: change attributable primarily to reclassification of certain fixed 
assets to available-for-sale treatment

‒ Accounts Payable / Accrued Expenses: variance driven by the timing of annual 
incentive and commission payments with the new full fiscal year in 2021

‒ Other Current Liabilities: change attributable to timing of interest payments and 
lower return reserves in Higher Ed as sales shift to low return digital products  

‒ Capital expenditure: NYC build-out in FY2020 drove higher costs in prior period

(1) Includes the impact of certain nonoperational, Adjusted EBITDA or capital structure working capital items (i.e., 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.

($ in Millions)
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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.

Billings and Adjusted EBITDA
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Adjusted EBITDA Reconciliation

Fiscal Year Ended March 31,
2019 2020 2021

Net income (loss) (154)$             (135)$             45$                 
Interest expense (income), net 184                 188                 193                 
Income tax provision (benefit) 11                   12                   14                   
Depreciation, amortization and pre-pub. amortization 220                 231                 198                 
EBITDA  $              261  $              295  $              450 
Change in deferred revenue (a) 85                   77                   46                   
Change in deferred royalties (b) (10)                 (17)                 (22)                 
Change in deferred commissions (c) 1                     0                     1                     
Restructuring and cost savings implementation charges (d) 7                     22                   24                   
Sponsor fees (e) 4                     4                     4                     
Transaction costs (f) 7                     25                   5                     
Merger integration costs (g) - 7                     -
Other (h) 41                   35                   9                     
Pre-pub. investment cash costs(i) (98)                 (74)                 (76)                 
Adjusted EBITDA  $              298  $              373  $              440 

($ in Millions)
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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 all 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 incurred in connection with headcount reductions and other expense reduction efforts initiated as part of our formal restructuring initiatives to 
create a flatter and more agile organization. 

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

f) The amount represents the transaction costs associated with the Merger Agreement entered between the Company and Cengage on May 1, 2019 and terminated on May 3rd, 2020.

g) The amount represents the integration costs associated with the Merger Agreement entered into between the Company and Cengage on May 1, 2019 and was terminated on May 3rd, 
2020.

h) For the Year Ended March 31, 2021, the amount represents (i) non-cash incentive compensation expense of $7.3 million, (ii) change in deferred real estate and lease incentives of 
$(0.9) 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. 

i) For the 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.
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