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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the ReV@ecurities Litigation
Reform Act of 1995 and which are subject to sulihrisks and uncertainties. In some cases, youaentify forward-looking statements by
the words “may,” “might,” “will,” “could,” “would,” “should,” “expect,” “intend,” “plan,” “objective,"anticipate,” “believe,” “estimate,”
“predict,” “project,” “potential,” “continue” anddngoing,” or the negative of these terms, or ottwenparable terminology intended to identify
statements about the future. These statementsyemkolown and unknown risks, uncertainties and dietors that may cause our actual
results, levels of activity, performance or achieeats to be materially different from the infornasitiexpressed or implied by these forward-
looking statements. Although we believe that weehaveasonable basis for each forward-looking rsté contained in this Quarterly Report
on Form 10-Q, we caution you that these staten@ptbased on a combination of facts and factoreitly known by us and our expectations

of the future, about which we cannot be certaimmand-looking statements include statements about:
e trends in the higher education market and the mdokenline education, and expectations for groimtthose markets;

» the acceptance, adoption and growth of online legrby colleges and universities, faculty, studeaisployers, accreditors and
state and federal licensing bodies;

» the potential benefits of our cloud-based Saaht&olygy and technology-enabled services to clientssaudents;
* anticipated launch dates of new client programs;
« the predictability, visibility and recurring natuoé our business model;

e our ability to acquire new clients and expand paogg with existing clients, including in the intetinaal, undergraduate and
doctoral markets;

* our ability to continue to acquire prospective stid for our clients’ programs;

» our ability to affect or increase student retenfioour clients’ programs;

*  our growth strategy;

» the scalability of our cloud-based SaaS technology;

e our expected expenses in future periods and tekitionship to revenue;

e potential changes in regulations applicable torusuo clients; and

« the amount of time that we expect our cash balaagdother available financial resources to be@afit to fund our operations.

You should refer to the risks described in Paltein 1A “Risk Factors” in our Annual Report on Fof®-K for the year ended
December 31, 2014 for a discussion of importartofachat may cause our actual results to diffetenily from those expressed or implied
our forward-looking statements. As a result of ¢hiegctors, we cannot assure you that the forwasllihy statements in this Quarterly Report
on Form 10-Q will prove to be accurate. Furthermdreur forward-looking statements prove to becitirate, the inaccuracy may be material.
In light of the significant uncertainties in thefseward-looking statements, you should not reghebé statements as a representation or
warranty by us or any other person that we willi@ed our objectives and plans in any specified tiaree, or at all. We undertake no
obligation to publicly update any forward-lookingtements, whether as a result of new informafisiuye events or otherwise, except as

required by law.

You should read this Quarterly Report on Form 16e@pletely and with the understanding that ouraldiuture results may be
materially different from what we expect. We quahil of our forward-looking statements by thesatmmary statements.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
2U, Inc.

Condensed Consolidated Balance Sheets
(unaudited, in thousands, except share and per shaamounts)

March 31, December 31
2015 2014
Assets
Current asset:
Cash and cash equivalel $ 83,07% 86,92¢
Accounts receivable, n 4,30t 35C
Advance to clients, currel 65¢ —
Prepaid expenst 5,217 2,70¢
Total current asse 93,25: 89,98t
Property and equipment, r 6,93¢ 6,75¢
Capitalized content development costs, 14,20: 13,15¢
Advance to clients, ne-current 1,20¢ 1,67¢
Other nor-current asset 1,45¢ 1,46¢
Total asset $ 117,04¢ 113,03!
Liabilities and stockholders’ equity
Current liabilities:
Accounts payabl $ 7,07¢ 2,29:
Accrued expenses and other current liabili 14,40¢ 17,13¢
Deferred revenu 6,152 1,90¢
Refunds payabl 2,81¢f 2,431
Total current liabilities 30,45: 23,76¢
Rebate reserv 641 63¢
Other nor-current liabilities 57¢ 621
Total liabilities 31,66¢ 25,02¢
Commitments and contingencies (Note
Stockholder' equity:
Preferred stock, $0.001 par value, 5,000,000 starterized, O shares issued and outstanding ¢

March 31, 2015 and December 31, 2| — —
Common stock, $0.001 par value, 200,000,000 stzart®rized, 41,211,038 shares issued and

outstanding as of March 31, 2015; 40,735,069 shasegd and outstanding as of December 31,

2014 41 41
Additional paic-in capital 219,65¢ 216,81
Accumulated defici (134,316 (128,849

Total stockholder equity 85,38 88,01:

Total liabilities and stockholde’ equity $ 117,04¢ 113,03t

See accompanying notes to condensed consolidaiaacfal statements.
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2U, Inc.
Condensed Consolidated Statements of Operations
(unaudited, in thousands, except share and per shaiamounts)

Three Months Ended

Revenue $
Costs and expense

Servicing and suppo

Technology and content developm

Program marketing and sal

General and administratiy

Total costs and expens

Loss from operation

Other income (expense
Interest expens
Interest incomt

Total other income (expens

Loss before income taxi
Income tax expens

Net loss
Preferred stock accretic

Net loss attributable to holders of common st

Net loss per share attributable to holders of comstock, basic and dilute $

Weightec-average shares of common stock outstanding, badidituted

Pro forma net loss per share attributable to heldécommon stock, basic and dilui
Pro forma weighte-average shares of common stock outstanding, badidituted

See accompanying notes to condensed consolidaiaacfal statements.
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March 31,

2015 2014
34,61: $ 26,33
7,55( 6,24¢
6,13¢ 5,67¢
19,58° 15,24:
6,711 5,43¢
39,98: 32,59¢
(5,370 (6,267
(126) (784)

28 1

(98) (787)

(5,46¢) (7,050)

(5,46¢) (7,050)

— (87

$ (5,46¢) $ (7,137
(0.19 $ (0.99
40,978,74 7,698,70!

$ (0.20)

31,199,91
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2U, Inc.
Condensed Consolidated Statements of Changes in 8tbolders’ Equity
(unaudited, in thousands, except share amounts)

Additional Total
Common Stock Paid-In Accumulated Stockholders

Shares Amount Capital Deficit Equity
Balance, December 31, 20 40,735,06 $ 41 $ 216,81f $ (128,84) $ 88,01:
Exercise of stock optior 266,74 — 1,22¢ — 1,22¢

Issuance of common stock in connection with setter

of restricted stock units, net of withholdin 209,22: — (436 — (43€)
Stocl-based compensation expel — — 2,04¢ — 2,04¢
Net loss — — — (5,46%) (5,469
Balance, March 31, 201 41,211,03 $ 41 $ 219,65t $ (134,316 $ 85,38!

See accompanying notes to condensed consolidaiaacfal statements.
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2U, Inc.

Condensed Consolidated Statements of Cash Flows

(unaudited, in thousands)

Cash flows from operating activities
Net loss

Adjustments to reconcile net loss to net cash (irseprovided by operating activitie

Depreciation and amortizatic
Stocl-based compensation expel

Change in the fair value of the Series D redeematmeertible preferred stock warrant prior to

conversior
Loss on disposal of lor-lived asset:
Changes in operating assets and liabilii

Accounts receivable, n

Advances to client

Prepaid expenst¢

Other asset

Accounts payabl

Accrued expenses and other current liabili

Deferred revenu

Refunds payabl

Rebate reserv

Other liabilities
Net cash (used in) provided by operating activi
Cash flows from investing activities
Expenditures for property and equipm
Capitalized content development cost expendit
Other investing activitie
Net cash used in investing activiti
Cash flows from financing activities
Payment of deferred offering co:
Proceeds from exercise of stock optis
Tax withholding payments in connection with netlsetent of restricted stock uni
Proceeds from revolving line of cre:
Payment on revolving line of crec
Net cash provided by (used in) financing activi
Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe
Supplemental disclosure of no-cash investing and financing activities
Accretion of issuance costs on redeemable conleniteferred stoc
Accrued capital expenditur
Deferred offering costs included in accounts pagald accrued expens
Common stock granted in exchange for consultingices receive(

See accompanying notes to condensed consolidaiaacfal statements.
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Three Months Ended

March 31,

2015 2014
(5,469 $ (7,050)
1,71z 1,28:
2,04¢ 1,19t

— 68¢

— 2
(3,955 1,20¢
(187) 2517
(2,509 (1,109
©) (23)
4,78¢ 4,24
(2,309 (3,020)
4,24¢ 4,511
384 20¢

2 3

(45) 8C
(1,287) 2,47¢
(94€) (1,116
(2,409 (1,508)
17)

(3,355 (2,639
— (1,41))
1,22¢ 262
(43€) —
— 5,00(

— (5,000
79C (1,149
(3,857) (1,319
86,92¢ 7,012
83,077 $ 5,69¢
— 3 87
12¢ 73
— 1,50¢

— 55
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2U, Inc.
Notes to Condensed Consolidated Financial Statement
(unaudited)

1. Description of the Business

2U, Inc. (the “Company”) was incorporated as 2Trar. lin the State of Delaware in April 2008 and adeghits name to 2U, Inc. on
October 11, 2012. Under long-term agreements, tmpg@ny provides an integrated solution comprisetimfd-based software-as-a-service
(“SaaS"), fused with technology-enabled servicegdther, the “Platform”), that allows leading cghs and universities to deliver high quality
online degree programs, extending the universitiggth and distinguishing their brands. The ComisaBgaS technology consists of (i) a
comprehensive learning environment (“Online Campushich acts as the hub for all student and fgcatiademic and social interaction, and
(ii) operations applications, which provide the mm management, admissions application processirsgomer relationship management and
other functionality necessary to effectively opertite Company’s clients’ programs. The Company piswides a suite of technology-enabled
services that support the complete lifecycle ofghér education program, including attracting studeadvising prospective students through
the admissions application process, providing teeahnsuccess coaching and other support, fadgilgeaccessibility to individuals with
disabilities, and facilitating in-program field plments.

2. Summary of Significant Accounting Policies
Principles of Consolidatior

The accompanying unaudited condensed consolidetaddial statements include the accounts of the gamy and its wholly-owned
subsidiary and have been prepared in accordanbdumited States generally accepted accounting iptes (“U.S. GAAP”). All intercompany
accounts and transactions have been eliminateshisotidation.

Unaudited Condensed Consolidated Financial Inforniat

The accompanying unaudited condensed consolidettaddial statements and footnotes have been prpaeecordance with U.S.
GAAP. The Company has condensed or omitted cerifanmation and footnote disclosures normally imtgd in financial statements presel
in accordance with U.S. GAAP in the accompanyingudited condensed consolidated financial statembentse opinion of management, the
interim financial information includes all adjustnigs of a normal recurring nature necessary foirgpfasentation of financial position, the
results of operations, changes in stockholdersitg@und cash flows, and the disclosures made hareimdequate to prevent the information
presented from being misleading. The results ofatfns for the three months ended March 31, 20&%at necessarily indicative of the
results for the full year ending December 31, 20d.81e results for any future periods. These urtaddiondensed consolidated interim
financial statements should be read in conjunatidh the audited consolidated financial statemanis related notes for the year ended
December 31, 2014, which are included in the Comygalinnual Report on Form 10-K filed with the Seities and Exchange Commission
(the “SEC”) on February 26, 2015.

Unaudited Pro Forma Presentation

The unaudited pro forma net loss per share fothtee months ended March 31, 2014 reflects (ixtreversion of all thewutstandin
shares of redeemable convertible preferred stdokain aggregate of 23,501,208 shares of commok awof January 1, 2014, and (ii) the
conversion of the Series D warrants to common steakants as of January 1, 2014. The amounts reddadadjust the Series D warrant to
value have been added back to net loss to arrivaatdited pro forma net loss.

7
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Use of Estimates

The preparation of financial statements in accardamith U.S. GAAP requires management to make icegstimates and assumptis
that affect the amounts reported in the consoldifitencial statements and accompanying notes.ndngoing basis, the Company evaluates
its estimates, including those related to the Udieies of long-lived assets, fair value measuretr@emd income taxes, among others. The
Company bases its estimates on historical expa¥iand on various other assumptions that it believég reasonable, the results of which
form the basis for making judgments about the dagryalue of assets and liabilities. Actual resuatisild differ from those estimates.

Revenue Recognition and Deferred Rever

The Company recognizes revenue when all of thewatlg conditions are met: (i) persuasive eviderfcanoarrangement exists,
(ii) rendering of services is complete, (iii) feea® fixed or determinable and (iv) collection oéddas reasonably assured.

The Company primarily derives its revenue from ket@gn contracts that typically range from 10 toy#ars in length. Under these
contracts, the Company enables access to its Riatits clients and their faculty and studentse Tompany is entitled to a contractually
specified percentage of net program proceeds ftewlients. These net program proceeds represess groceeds billed by clients to students
less credit card fees and other specified chalge€bmpany has agreed to exclude in certain cfigat contracts. A refund allowance is
established for the Company’s share of tuition feed ultimately uncollected by its clients. The @amy also offered rebates to a group of
students who enrolled in a specific client progtaatween 2009 and 2011, which the Company will patyhé student if he or she completes th
degree and certain post-graduation work requiresn@ithin a specified period of time. These rebates refunds offset the net program
proceeds recognized as revenue. Revenue is reedgritably over the service period, which the Campiefines as the first through the last
day of classes for each semester in a client’srarogThe Company invoices its clients based onliemeat reports that are generated by its
clients. In some instances, these enrollment reoe received prior to the conclusion of the drdgd/period. In such cases, the Company
establishes a reserve against revenue, if nece$sergd on its estimate of changes in enrollmeqisated prior to the end of the drop/add
period.

The Company generates substantially all of its meedfrom multiple-deliverable contractual arrangetaavith its clients. Under each
of these arrangements, the Company provides (@sacm Online Campus, which serves as a learnatfpph for its client’s faculty and
students and which also enables a comprehensige @frother client functions, (ii) access to opera applications which provide the content
management, admissions application processingormastrelationship management, and other functihaéicessary to effectively operate the
Company’s clients’ programs and (iii) technologyakled services that support the complete lifecg€le higher education program, including
attracting students, advising prospective studémtsigh the admissions application process, progitichnical, success coaching and other
support, facilitating accessibility to individualsth disabilities, and facilitating in-program feieplacements.

In order to treat deliverables in a multiple-detadgle contractual arrangement as separate unitscofunting, deliverables must have
standalone value upon delivery. The technology-leidervices within the Platform are provided priitgan support of programs delivered
through Online Campus, and for students of thenamog delivered through Online Campus. Accordindig, Company has determined that no
individual deliverable has standalone value updivelsy and, therefore, deliverables within the Camny's multiple-deliverable arrangements
do not qualify for treatment as separate unitscebanting. Accordingly, the Company considers alleérables to be a single unit of
accounting and recognizes revenue from the entiemgement over the term of the service period.

Advance payments are recorded as deferred reveniliservices are delivered or obligations are raetyhich time revenue is
recognized. Deferred revenue as of a particularua sheet date represents the excess of amoceiteectas compared to amounts recognize
in revenue in the consolidated statements of ojpeimts of the end of the reporting period, andhsumounts are reflected as a current liability
on the Company’s consolidated balance sheets.
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Concentration of Credit Risk

Financial instruments that subject the Companygwificant concentrations of credit risk consisinpairily of cash and cash
equivalents and accounts receivable. All of the @any’s cash is held at financial institutions thetnagement believes to be of high credit
quality. The Companyg bank accounts exceed federally insured limitsregs. The Company has not experienced any logseash to date. 7
manage accounts receivable risk, the Company eesltlae creditworthiness of its clients and mairgan allowance for doubtful accounts, if
needed.

Four of the Company’s clients accounted for thiofeing percentages of revenue for the periods pitesiebelow:

Three Months Ended March 31,

2015 2014
Client A 51% 61%
Client B 1C 15
Client C 13 13
Client D 13 5

Additionally, the Company’s largest client accouhter 3% and 35% of the Company’s accounts recéidihlance as of March 31,
2015 and December 31, 2014, respectively. Furthveradditional clients accounted for more than 1df%he Company’s accounts receivable
balance as of March 31, 2015, while two additiari@nts accounted for more than 10% of the Compaagtounts receivable balance as of
December 31, 2014.

Property and Equipmen

Property and equipment is stated at cost less adeted depreciation and amortization. Computems is included in property ai
equipment and consists of internally-developedwsnfe. Expenditures for major additions, construcod improvements are capitalized.
Depreciation and amortization is expensed usingti@ght-line method over the estimated usefd@diof the related assets, which range from
three to five years for computer hardware and tiveeven years for furniture and office equipmeertaisehold improvements are depreciate
a straightline basis over the lesser of the remaining teritihefleased facility or the estimated useful liféhe improvement, which ranges fr
four to ten years. Useful lives of significant @ssere periodically reviewed and adjusted prospelstito reflect the Company’s current
estimates of the respective assets’ expectedyufiliépair and maintenance costs are expensedwasddc

The Company capitalizes certain costs associat#dimiernally-developed software, primarily consigtof direct labor associated
with creating the software. Software developmenjqmts generally include three stages: the prelnyiproject stage (all costs are expensed ¢
incurred), the application development stage (oedasts are capitalized and certain costs areresqukas incurred) and the post-
implementation/operation stage (all costs are esgeias incurred). Costs capitalized in the applicatevelopment stage include costs of
designing the application, coding, integrating @@mpany’s and the university’s networks and systemd the testing of the software.
Capitalization of costs requires judgment in detaing when a project has reached the applicatiaeld@ment stage and the period over
which the Company expects to benefit from the dsbai software. Once the software is placed iniser these costs are depreciated on the
straight-line method over the estimated usefuldif¢he software, which is generally three years.

9
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Capitalized Content Development Costs

The Company works with each client’s faculty menstterdevelop and maintain educational contentishd¢livered to their students
through Online Campus. The online content develgpiedy by the Company and its clients consistsalbjects chosen and taught by clients’
faculty members and incorporates references anu@ea designed to remain relevant over extendedgseof time. Online delivery of the
content, combined with live, face-to-face instrantiprovides the Company with rapid user feedbhakit uses to make ongoing corrections,
modifications and improvements to the course cdniidme Company’s clients retain all intellectuabjperty rights to the developed content,
although the Company retains the rights to theardrppackaging and delivery mechanisms. Much ofbmpany’s new content development
uses proven delivery platforms and is thereformarily subject-specific in nature. As a resultjgngicant portion of content development
costs qualify for capitalization due to the foctlish®e Company’s development efforts on the uniqugext matter of the content. Similar to on-
campus programs offered by the Company’s cliehtsphline degree programs enabled by the Compdaymimerous courses for each
degree. The Company therefore capitalizes its dpnedént costs on a course-bygurse basis. As students must matriculate inf@atgrogran
in order to take a course, revenues and identdiabkh flows are also measured at the client protgrael.

The Company develops content on a course-by-cdasis in conjunction with the faculty for each otiprogram. The clients and
their faculty generally provide course outlinegtie form of the curriculum, required textbooks,ecatidies and other reading materials, as
as presentations that are typically used in theampus setting. The Company is then responsibjefat incurs all of the expenses related to,
the conversion of the materials provided by ea@ntinto a format suitable for delivery throughlida Campus.

The content development costs that qualify for tedigation are thirdparty direct costs, such as videography, editirdyather service
associated with creating digital content. Additibyyehe Company capitalizes internal payroll araymll-related costs incurred to create and
produce videos and other digital content utilizedhie clients’ programs for delivery via Online Qaumms. Capitalization ends when content has
been fully developed by both the Company and tieatlat which time amortization of the capitalizzehtent development costs begins. The
capitalized costs are recorded on a course-by-edrasis and included in capitalized content casthe consolidated balance sheets. These
costs are amortized using the straight-line methad the estimated useful life of the respectivatetized content program, which is generally
five years. The estimated useful life corresponib the Company’s planned curriculum refresh raitas refresh rate is consistent with
expected curriculum refresh rates as cited by progaculty members for similar on-campus progrdtris.reasonably possible that developec
content could be refreshed before the estimatefllusas are complete or be expensed immediatehé event that the development of a
course is discontinued prior to launch.

Impairment of Lon¢-Lived Assets

The Company reviews long-lived assets, which cosiproperty and equipment and capitalized condewelopment costs, for
impairment whenever events or changes in circurastaimdicate the carrying value of an asset maypaaéecoverable. Recoverability of a
long-lived asset is measured by a comparison ofding/ing value of an asset or asset group touhed undiscounted net cash flows expectec
to be generated by that asset or asset groupchfassets are not recoverable, the impairment tedmgnized is measured by the amount by
which the carrying value of an asset exceeds ttimat®d fair value (discounted cash flow) of theed®r asset group. In order to assess the
recoverability of the capitalized content developineosts, the costs are grouped by program, whitihei lowest level of independent cash
flows. The Company’s impairment analysis is bagsohuforecasted financial and operational resulte dctual results could vary from the
Companys forecasts, especially in relation to recenthnizhed programs. For the three months ended March(35b and 2014, no impairme
of long-lived assets was deemed to have occurred.

10
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Comprehensive Loss

The Company’s net loss equals comprehensive losdlfperiods presented as the Company has no islatemponents of other
comprehensive income.

Stock-Based Compensation

The Company accounts for stock-based compensatiarda based on the fair value of the award aseofjithnt date. For awards
subject to service-based vesting conditions, th@@my recognizes stock-based compensation exparsstoaight-line basis over the awards
requisite service period, adjusted for estimatetkfiures. For awards subject to both performamzeservice-based vesting conditions, the
Company recognizes stock-based compensation expsimggan accelerated recognition method whenpitabable that the performance
condition will be achieved.

See Note 8 for a summary of assumptions used @uleding the fair value of stock options.
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Recent Accounting Pronouncemen

In April 2015, the Financial Accounting Standardsal (“FASB”) issued Accounting Standards UpdaeSt)”) 2015-05,
Intangibles— Goodwill and Other — Internal-Use SoftwarEhe ASU provides guidance to customers in a ctmrdputing arrangement to
determine whether the arrangement includes a sdtlicense. When a cloud computing arrangementded a software license, the customer
is required to account for the license elemenhefdrrangement consistent with the acquisitiortleéiosoftware licenses. The amendments in
this ASU are effective for fiscal years beginnidtgaDecember 15, 2015. The Company is currentbiuating the effect that the standard will
have on its consolidated financial statements afaded disclosures.

In April 2015, the FASB issued ASU 2015-Oiterest — Imputation of InteresThe ASU simplifies the presentation of debt is&e
costs by requiring that such costs be presentitticonsolidated balance sheets as a direct deduotim the carrying value of the associated
debt instrument, consistent with debt discount® aimendments in this ASU are effective for fisadng beginning after December 15, 2015.
Adoption of this ASU will not have a material impan the Company’s consolidated financial position.

In May 2014, the FASB issued ASU No. 2014-B@yenue from Contracts with Customenghich requires an entity to recognize the
amount of revenue to which it expects to be ewtitter the transfer of promised goods or servicesustomers. The ASU will replace most
existing revenue recognition guidance in U.S. GA®ien it becomes effective. The new standard ic¥fe for the Company on January 1,
2017. Early application is not permitted. The stddoermits the use of either the retrospectiveuanulative effect transition method. The
Company is evaluating the effect that ASU No. 2094will have on its consolidated financial statetseand related disclosures. The Comg
has not yet selected a transition method nor h@etérmined the effect of the standard on its amgéinancial reporting.

The Company has reviewed other new accounting procements that were issued as of March 31, 2015leesi not believe that
these pronouncements are applicable to the Compatiyat they will have a material impact on itsafincial position or results of operations.

3. Property and Equipment

Property and equipment consisted of the followis@f

March 31, December 31
2015 2014
(in thousands)
Internally-developed softwar $ 8,59( $ 7,82(
Computer hardwar 3,01¢ 3,01¢
Furniture and office equipme 1,13¢ 1,104
Leasehold improvements 1,782 1,801
Total 14,52t 13,74:
Accumulated depreciation and amortization (7,589 (6,986
Property and equipment, net $ 6,93¢ $ 6,75k

Depreciation and amortization expense of propertyeguipment was $0.6 million for each of the thmeanth periods ended
March 31, 2015 and 2014.

4, Capitalized Content Development Costs

Capitalized content development costs consisteébeofollowing as of:

March 31, December 31
2015 2014
(in thousands)
Capitalized content development cc $ 19,757 $ 16,83¢
Capitalized content development costs in pro 2,662 3,69¢
Accumulated amortization (8,21¢) (7,379
Capitalized content development costs, net $ 14,20, $ 13,15¢

The Company recorded amortization expense relatedpitalized content development costs of $1.lianiand $0.7 million for the
three months ended March 31, 2015 and 2014, regpkct
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As of March 31, 2015, the estimated future amatitiraexpense for the capitalized content develogroests is as follows (in
thousands):

2015 $ 2,67¢
2016 3,16:
2017 2,56¢
2018 2,05(
2019 1,04¢
Thereafter 35
Total $ 11,53¢
5. Commitments and Contingencies

Line of Credit

On December 31, 2013, the Company entered intedit@greement for a revolving line of credit wéth aggregate borrowing base
not to exceed $37.0 million. On January 21, 2084,Gompany borrowed $5.0 million under this linedit and repaid this borrowing in full
on February 18, 2014; therefore, no amounts wetgtanding as of March 31, 2015 or December 31, 20bder this revolving line of credit,
the Company has the option of borrowing funds shife (i) a base rate, which is equal to 1.5% piesgreater of Comerica Bank’s prime rate
the federal funds rate plus 1% or the 30 day LIBS® 1%, or (ii) LIBOR plus 2.5%. For amounts beveal under the base rate, the Compan
may make interest-only payments quarterly, and prapay such amounts with no penalty. For amount®ted under LIBOR, the Company
makes interest-only payments in periods of one,ane three months and will be subject to a prepaymenalty if such borrowed amounts are
repaid before the end of the interest period.

Borrowings under the line of credit are collateradl by substantially all of the Company’s assele dvailability of borrowings under
this credit line is subject to compliance with refpagg and financial covenants, including, amongeottnings, that the Company achieves
specified minimum three-month trailing revenue ls\during the term of the agreement and specifisdmum six-month trailing profitability
levels for some client programs, measured quartarlgddition, the Company is required to maingiminimum adjusted quick ratio, which
measures short-term liquidity, of at least 1.1Q.@0. As of March 31, 2015 and December 31, 20i#glCompany’s adjusted quick ratio was
5.89 and 6.45, respectively.

The covenants under the line of credit also plan#édtions on the Company’s ability to incur addital indebtedness or to prepay
permitted indebtedness, grant liens on or secimigrests in its assets, carry out mergers andisitiqus, dispose of assets, declare, make or
pay dividends, make capital expenditures in exoéspecified amounts, make investments, loans waracks, enter into transactions with
affiliates, amend or modify the terms of materiahtracts, or change its fiscal year. If the Compiamyot in compliance with the covenants
under the line of credit, after any opportunityctoe such non-compliance, or it otherwise expedsran event of default under the line of
credit, the lenders may require repayment in fililbprincipal and interest outstanding. If thermany fails to repay such amounts, the len
could foreclose on the assets pledged as collataddr the line of credit. The Company is curremtlgompliance with all such covenants.

Legal Contingencie:

From time to time, the Company may become invoinddgal proceedings or other contingencies indifttgnary course of its
business. The Company is not presently involvezhiylegal proceeding or other contingency thatetermined adversely to it, would
individually or in the aggregate have a materialeade effect on its business, operating resuliantiial condition or cash flows. Accordingly,
the Company does not believe that there is a reddepossibility that a material loss exceeding am® already recognized may have been
incurred as of the date of the balance sheetsexsberein.

Program Marketing and Sales Commitmer

Certain of the agreements entered into betwee@dmepany and its clients require the Company to citrtaimeet certain staffing al
spending investment thresholds related to programketing and sales activities. In addition, on¢hee agreements requires the Company t
invest up to agreed-upon levels in marketing thigypam to achieve specified program performance. Company believes it is currently in
compliance with all such commitments.
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Operating Leases
The Company leases office facilities under non-etatile operating leases in California, New York,riand, North Carolina and

Hong Kong. The Company also leases furniture afideoéquipment under non-cancelable leases. AsartM31, 2015, the future minimum
lease payments (net of aggregate expected sulpegseents of $0.5 million) were as follows (in thands):

2015 $ 2,43t
2016 2,76¢
2017 2,49¢
2018 1,84¢
2019 874
Thereafter 494
Total future minimum lease payments $ 10,92:

The future minimum lease payments due under nonetable operating lease arrangements contain feetincreases over the term
of the lease. Rent expense on these operatingleasecognized over the term of the lease onadgsit-line basis. The excess of rent expense
over future minimum lease payments due has beemtaspin other noreurrent liabilities in the accompanying consolidbbalance sheets. T
deferred rent liability related to these leaseal#at $0.5 million as of each of March 31, 2015 Bedember 31, 2014.

Total rent expense (net of sublease income of $lllibn) was $0.6 million for the three months edddarch 31, 2015. Total rent
expense (net of sublease income of $0.1 milliorg @& 7 million for the three months ended MarchZ114.

Payments to Client
The Company is contractually obligated to makedipayments to certain of its clients in exchangevésious intellectual property

and other rights. As of March 31, 2015, the futeieimum payments to the Compasyclients for intellectual property and other rigttere a
follows (in thousands):

2015 $ 50C
2016 80C
2017 80C
2018 30C
2019 30C
Thereafter 2,70(
Total future minimum program payments $ 5,40(
6. Income Taxes

Income taxes are accounted for under the assdiadnility method, which requires the recognitiond#ferred tax assets and liabilities
for the expected future tax consequences of evkatsare included in the financial statements. Detketax assets are subject to periodic
recoverability assessments. Recognition of defaardssets is appropriate only if the likelihoddealization of such assets is more likely t
not to occur. At December 31, 2014 and 2013, theagamy had federal and state net operating loss ('N€arryforwards which generally
expire between 2029 and 2034. A full valuationwalloce has been established to offset the net ddftak assets. The Company has not
generated taxable income since inception and datgsave sufficient deferred tax liabilities to reeo the deferred tax assets. The utilization o
the NOL carryforwards to reduce future income taxéisdepend on the Company’s ability to generatffisient taxable income prior to the
expiration of the NOL carryforwards.
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The Company determines its annual effective tax fi@tthe full fiscal year and applies that ratéésancome before income taxes in
determining its provision for income taxes for e periods. The Company also records discretestieneach respective period as appropt
The Company'’s effective tax rate for each of theébhmonth periods ended March 31, 2015 and 201D%as

7. Common Stock and Preferred Stock Reserved for Futwe Issuance
As of March 31, 2015, the Company was authorizeédsoe 205,000,000 total shares of capital stomhsisting of 200,000,000 shares

of common stock and 5,000,000 shares of prefetak sAt March 31, 2015, the Company had reserviedah of 9,363,240 of its authorized
shares of common stock for future issuance asviistio

Outstanding stock optior 5,597,06:
Possible future issuance under stock option 2,998,26!
Outstanding restricted stock units 767,91¢
Total shares of common stock reserved for futuisedace 9,363,24!

T he compensation committee of the Company’s bofdirectors, acting under authority delegated ftbmboard of directors,
granted on April 1, 2015 option awards to employess directors to purchase an aggregate of 60&fd@&s of common stock at an exercise
price of $25.52 and restricted stock unit awardsafoaggregate of 507,394 shares of common sto@adh case under the 2014 Equity
Incentive Plan (as defined below).

8. Stock-Based Compensation

The Company provides equity-based compensationdstaremployees, non-employees and directors affegtive means for
attracting, retaining and motivating such indivittulay providing them with incentives to exert maxim efforts for the success of the Comg
and a means by which they may benefit from incre&sgalue of the Company’s common stock. The Caompaaintains two share-based
compensation plans: the 2014 Equity Incentive Pdaam “2014 Plan”) and the 2008 Stock Incentive Rtae “2008 Plan”). Upon the effective
date of the 2014 Plan in January 2014, the Compaaged using the 2008 Plan to grant new equitydsyand began using the 2014 Plan for
grants of new equity awards.

The number of shares of the Company’s common gtaatkmay be issued under the 2014 Plan will autmai$t increase on
January 1st of each year, for a period of ten ydam January 1, 2015 continuing through Janua024, by 5% of the total number of sh:
of the Company’s common stock outstanding on Deegr8lbst of the preceding calendar year, or a lesgaber of shares as may be
determined by the Company'’s board of directorsJ@muary 1, 2015, the shares available for issuiacceased by 2,036,503 pursuant to the
automatic share reserve provision under the 2044. Pl
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Stock-Based Compensation Expense

Stock-based compensation expense related to sasadlawards is included in the following line itemshe accompanying
consolidated statements of operations:

Three Months Ended

March 31,
2015 2014
(in thousands)
Servicing and suppo $ 38t % 21z
Technology and content developm 231 83
Program marketing and sal 182 10z
General and administrative 1,245 79€
Total stock-based compensation expense $ 2,04¢ $ 1,19t
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Stock Options

The following is a summary of the stock option wityi for the three months ended March 31, 2015:

Weighteco-Average Aggregate
Weighteo-Average Remaining Intrinsic
Number of Exercise Price per Contractual Term Value
Options Share (in years) (in thousands)
Outstanding balance at December 31, 2014 5,850,21. $ 5.3¢ 732 $ 83,48
Granted 18,40¢ 19.5] 7.8(
Exercisec (266,74) 4.5¢ 6.64
Forfeited (3,999 11.22
Expired (811) 7.23
Outstanding balance at March 31, 2015 5,597,06: 5.47 7.0Z 112,56:
Exercisable at March 31, 2015 3,474,561 3.82 6.32 75,61%
Vested and expected to vest at March 31, 2015 5,431,89! 5.3¢ 7.0C 109,83

The total compensation cost related to the nondegidons not yet recognized as of March 31, 2045 $8.8 million and will be
recognized over a weighted-average period of apmately 2.1 years.

The aggregate intrinsic value of the options esetiduring the three months ended March 31, 20d28h4 was $5.6 million and
$1.2 million, respectively.

The following table summarizes the assumptions tsedstimating the fair value of the stock optigmanted for the three months
ended March 31, 2015 and 2014:

Three Months Ended

March 31,
2015 2014
Risk-free interest rate 1.8% 1.8%-2.1%
Expected term (year: 5.83-6.08 5.40-6.25
Expected volatility 50% 54%— 55%
Dividend yield 0% 0%
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Restricted Stock Unit

The following is a summary of restricted stock wagtivity for the three months ended March 31, 2015

Number of Weighted-
Restricted Average Grant
Stock Units Date Fair Value
Outstanding balance at December 31, 2014 992,66 $ 11.3¢
Granted 23,25 19.5¢
Vested (233,265 11.1¢
Forfeited (14,737 13.3¢
Outstanding balance at March 31, 2015 767,91¢ 11.6¢

The total compensation cost related to the nondestricted stock units not yet recognized as afdfl 31, 2015 was $7.0 million
and will be recognized over a weighted-averageoplest approximately 2.9 years.

9. Net Loss per Share

The Company uses the two-class method to comptilesseper share of common stock because the Confmmnissued securities,
other than common stock, that contractually entiteeholders to participate in dividends and eaymiof the Company. The two-class method
requires earnings for the period to be allocatdd/&en common stock and participating securitiegthagpon their respective rights to receive
distributed and undistributed earnings. Duringttiree months ended March 31, 2014, holders of sabs of the Company’s redeemable
convertible preferred stock (prior to their convensto common stock) were entitled to participatelistributions, when and if declared by the
board of directors, that are made to holders ofnomstock, and as a result are considered pattiicgpaecurities.

Under the two-class method, for periods with nebime, basic net income per share of common stoodnigputed by dividing the net
income attributable to holders of common stockh®yweighted-average number of shares of commok statstanding during the period. Net
income attributable to holders of common stocloisiputed by subtracting from net income the portibourrent year earnings that the
participating securities would have been entittedeteive pursuant to their dividend rights hadhthe year's earnings been distributed. No
such adjustment to earnings is made during periditisa net loss, as the holders of the particigatiacurities have no obligation to fund los
Diluted net loss per share of common stock is caegbunder the two-class method by using the weiyhteerage number of shares of
common stock outstanding, plus, for periods withineome attributable to holders of common stobk, potential dilutive effects of stock
options and warrants. In addition, the Companyyaea the potential dilutive effect of the outstangdparticipating securities under the “if-
converted” method when calculating diluted earnipgsshare, in which it is assumed that the outlstgnparticipating securities convert into
common stock at the beginning of the period. Themm@any reports the more dilutive of the approaches-tlass or “if-converted”) as its
diluted net income per share during the period. @uset losses for the three months ended MarcB@I5 and 2014, basic and diluted loss pe
share were the same, as the effect of potentidiitive securities would have been anti-dilutive.

The following securities have been excluded fromahlculation of weightedverage shares of common stock outstanding betiae
effect is anti-dilutive for the three months endéalrch 31, 2015 and 2014:

Three Months Ended

March 31,
2015 2014

Redeemable convertible preferred stc

Series A — 10,033,97

Series B — 5,057,90.

Series C — 4,429,60.

Series C — 3,979,73
Warrants to purchase Series D redeemable coneepibferred

stock — 83,81¢
Stock options 5,597,06: 6,738,83!
Restricted stock unit 767,91t 986,84
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Basic and diluted net loss per share attributableotders of common stock is calculated as follows:

Three Months Ended
March 31,
2015 2014

Numerator (in thousands

Net loss attributable to holders of common stock $ (5,468 $ (7,137)
Denominator

Weighted-average shares of common stock outstandasjc and

diluted 40,978,74 7,698,70!

Net loss per share attributable to holders of comstock, basic ar ~ ~

diluted $ (0.19 $ (0.99
10. Segment and Geographic Information

Operating segments are defined as componentsaritarprise for which discrete financial informatisravailable that is evaluated
regularly by the chief operating decision maker@@M") for purposes of allocating resources and eathg financial performance. The
Company’s CODM reviews the financial informatiorepented on a consolidated basis for purposesanfagihg resources and evaluating
financial performance. As such, the Company’s dj@ra constitute a single operating segment andepertable segment. The Company
offers similar services to substantially all ofatgents, which primarily represent well-recognizezhprofit colleges and universities in the
United States. Substantially all assets were haidadl revenue was generated in the United Statdeglall periods presented.
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Item 2. Management’s Discussion and Analysis of Financial @dition and Results of Operations

The following discussion and analysis of our fiahcondition and results of operations should kad in conjunction with our
consolidated financial statements and the relate@$ to those statements included elsewhere iQisterly Report on Form 10-Q and our
Annual Report on Form K for the year ended December 31, 2014. Certaitestents contained in this Quarterly Report on FAGvQ may
constitute forward-looking statements within thearming of Section 27A of the Securities Act of 18833mended, and Section 21E of the
Securities Exchange Act of 1934, as amended. Th#swo phrases “would be,” “will allow,” “intends b,” “will likely result,” “are expected
to,” “will continue,” “is anticipated,” “estimate,” “project,” or similar expressions, or the negatieé such words or phrases, are intended to
identify “forward-looking statements.” We have bdgbese forward-looking statements on our currespieetations and projections about
future events. Because such statements includeaisk uncertainties, actual results may differ matly from those expressed or implied
such forward-looking statements. Many factors caaldse or contribute to these differences, inclgdhose discussed in Part I, ltem 1Risk
Factors” in our Annual Report on Form 10-K for the yearderd December 31, 2014, and our other filings whth $ecurities and Exchange
Commission, or “SEC.” Statements made herein arefdke date of the filing of this Form 10-Q willetSEC and should not be relied upon a
of any subsequent date. Unless otherwise requiyeapplicable law, we do not undertake, and we d$jpadly disclaim, any obligation to
update any forward-looking statements to reflecuoences, developments, unanticipated eventsrouristances after the date of such
statement.

The following discussion and analysis of our finahcondition and results of operations shoulddsedrin conjunction with our
unaudited condensed consolidated financial statenaar related notes that appear in Item 1 ofQhiarterly Report on Form 10-Q and with
our audited consolidated financial statements atated notes for the year ended December 31, 2@iéh are included in our Annual Report
on Form 10-K filed with the SEC on February 26,201

Overview

We are a leading provider of an integrated solutimmprised of cloud-based software-as-a-servic8aaiS, technology fused with
technology-enabled services, which we refer toumsPtatform. Our Platform enables leading nonprafiteges and universities to deliver their
high quality education to qualified students anyxeh®ur SaaS technology consists of an innovatiie® learning environment, which we
refer to as Online Campus, and our operations egipins. This technology is fused with technologgtded services, to complete our
Platform. Our Platform allows our clients’ progratosexpand and operate at scale by providing thepcehensive infrastructure colleges and
universities need to attract, enroll, educate, supgnd graduate their students. By leveragingRdatform, we believe our clients are able to
expand their addressable markets while providingational engagement, experiences and outcombeitanline students that match or
exceed those of their on-campus offerings.

Our clients use the Online Campus portion of oatfBtm to offer high quality educational contemsstructor-led classes in a live,
intimate and engaging setting, and a rich socibloeking experience, all accessible through praprieweb-based and mobile applications.
Online Campus challenges every student to leam ft@ front row and every faculty member to engstgdents in new and innovative ways.
Our clients use the operations applications within Platform to expand, enable and support thdinemperations, and integrate those
operations with their existing university systeifisese applications provide the content manageradnijssions application processing,
customer relationship management and other furatitymecessary to effectively operate our cliepigigrams. Our Platform also provides
clients with real-time data and deep analyticalginsrelated to student performance and engagerseratent and faculty satisfaction and
enrollment. We believe that the SaaS technologhimibur Platform is flexible, easy to use, hightakable and characterized by a high level o
availability and security.
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The technology-enabled services we provide withinRlatform are designed to improve enroliment @ateintion of our clients’
students as well as to provide those studentsanitbmplete and high quality educational experiefhe have primary responsibility for
identifying qualified students for our clients’ gm@ams, generating potential student interest irptbgrams and driving applications to the
programs. We have developed sophisticated digitgjram marketing and student acquisition capatdjtand we work closely with our clients
to help them create highly engaging multimediarirgtonal content for delivery through Online CarapWe also provide other services that
support the complete lifecycle of a higher edugapicogram, including advising prospective studémtsugh the admissions application
process, providing technical, success coachingé#met support, facilitating accessibility to indivials with disabilities, and facilitating in-
program field placements. We provide the signiftaammain expertise and operating capacity our tdieequire to scale and operate
successfully in the online environment.

Our clients use our Platform to offer full gradudegree programs online, and some offer doctorateuadergraduate degree
programs as well. The students in these progracesvethe same degree or credit as their on-camqusterparts, and generally pay
equivalent tuition. We are currently engaged byvEll-recognized colleges and universities to endbl@rograms that have launched and in
which students have enrolled. The first of ourrdis& programs was launched in 2009. One additipragram launched in 2010, two more
launched in 2011 and our clients launched five pevgrams in 2013. An additional four programs léhetwtin 2014, and a dual degree betw
an additional university client and one of our &ris clients also launched in 2014. In 2015, oigrdk launched three programs and we have
announced three new graduate programs with twetitmiversity clients and one new university dlidost of our client contracts have
initial terms between 10 and 15 years in lengtbutfh one is longer, and, since our inception, fathe clients that have engaged us remain
active.

A significant percentage of our annual revenuelated to students returning to our clients’ praggafter their first semester. In the
three months ended March 31, 2015, 77% of our tevevas related to students who had enrolled angbleted their first semester prior to the
start of the year. We believe this high percentégevenue attributable to returning students dbutes to the predictability and recurring
nature of our business.

We believe our business strategy will continueffercsignificant opportunities for growth, but isa presents a number of risks and
challenges. In particular, to remain competitive,will need to continue to innovate in a rapidiyaohing landscape for the application of
technology like ours to the delivery of higher ealien. As described above, we have added, andterdrto continue to add, degree program:
in a number of new academic disciplines each yasawell as to expand the delivery of existing degmograms to new clients and to add new
offerings to current programs. To do so, we wikd&o convince new clients as to the quality arldevaf our Platform, cost-effectively
identify qualified students for our clientstograms and help our clients retain those students enrolled. We must also be able to succeg
execute our business strategy while navigatingteoily changing higher education laws and regutatiapplicable to our clients and, in some
cases to ourselves, particularly the incentive cemsption rule that generally prohibits making incenpayments related to student acquisit
We seek to ensure that addressing all of thess aiskl challenges does not divert our managemettgistian from continuing to build on the
strengths that we believe have driven the growthunfousiness over the last several years. Weuaetiar focus on delivering a differentiated
Platform, maintaining the integrity of our clienediucational brands and enabling strong studecbmés will contribute to the success of our
business. However, we may not be successful inreadilrg and managing the many challenges and haksve face.

Our Business Model

The key elements of our business model are descbhéw.
Revenue Driver:

Substantially all of our revenue is derived fromarue-share arrangements with our clients undechwhie receive a contractually
specified percentage of the amounts students gemy th tuition and other fees. Accordingly, the mmndriver of our revenue growth is the

number of student course enroliments in our cligmsgrams. This in turn is influenced primarily byee factors:

» our ability to increase the number of programsreffieby our clients, either by adding new clientbypexpanding the number of
client programs;

e our ability to identify and acquire prospectivedsnts for our clients’ programs; and

e our ability, and that of our clients, to retain gtadents who enroll in their programs.
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In the near term, we expect the primary driverswffinancial results to continue to be our twogreams with the University of
Southern California, which are our longest runrpnggrams, launched in 2009 and 2010. For the tima®hs ended March 31, 2015 and 2(
51% and 61%, respectively, of our revenue was ddrftom these two programs. We expect the Uniwed§iSouthern California will contint
to account for a large portion of our revenue umtil other client programs become more mature ahiid@e significantly higher enroliment
levels.

Program Marketing and Sales Expen:

Our most significant expense in each fiscal pehiasl been program marketing and sales expense, vdlaths primarily to student
acquisition activities. We do not spend significantounts on new client or program acquisition aedd@ not maintain a sales force targeted ¢
potential new clients or programs since our mosielat dependent on launching a large number ofpregrams per year, either with new or
existing clients. Instead, our new clients and prots are largely generated through a direct apprbpour senior management to selected
colleges and universities.

We have primary responsibility for identifying qifi@d students for our clients’ programs, genei@gotential student interest in the
programs and driving applications to the prograwikile our clients make all admissions decisions,ithmber of students who enroll in our
clients’ programs in any given period is signifidgrdependent on the amount we have spent on 8tadent acquisition activities in prior
periods. Accordingly, although most of our cliergsbgrams span multiple semesters and, thereferergte continued revenue beyond the
term in which initial enrollments occur, we exp#wt we will need to continue to incur significambgram marketing and sales expense for
existing programs going forward to generate a ooiotis pipeline of new enrollments. For new programgsbegin incurring program
marketing and sales costs as early as nine morithrst@ the start of a new client program.

We typically identify prospective students for alients’ programs between three months and two or more yedose they ultimatel
enroll. For the students currently enrolled in olignts’ programs and those who have graduatedqtbeage time from our initial prospective
student acquisition to initial enroliment was sewaonths. For the students who have graduated fn@setprograms, the average time from
initial enrollment to graduation was 21 months. lewr, because our clients’ programs are relatinely, they have only graduated a limited
number of students to date, with many early enesligill enrolled. Based on the student retentidesrand patterns we have observed in our
clients’ programs, we estimate that, for our curmograms, the average time from a student’'sainénroliment to graduation will be
approximately 2.5 years.

Accordingly, our program marketing and sales expansany period is an investment we make to geeegatenue in future periods.
Likewise, revenue generated in any period is |grgéfibutable to the investment made in studequasition activities in earlier periods.
Because program marketing and sales expense ipeaind is almost entirely unrelated to revenue gaed in that period, we do not believe it
is meaningful to directly compare the two. We badi¢hat the total revenue we will receive in theifa from students who enroll in our clients’
programs as a result of current period program etarg and sales expense will be significantly ggeas a multiple of that expense than is
implied by the multiple of current period revenoectirrent period program marketing and sales expdngther, we believe that our program
marketing and sales expense in future periodsgeitierally decline as a percentage of the revermpatedl in those same periods as our rev
base from returning students in existing programssiases.

We continually manage our program marketing anessakpense to ensure that across our portfoliiesftgrograms, our cost to
acquire students for these programs is appropioateur business model. We use a ratio of attriidjusted lifetime revenue of a student, or
LTR, to the total cost to acquire that studenffGA, as the measure of our marketing efficiency emdetermine how much we are willing to
spend to acquire an additional student for any ramog The calculations included in this ratio in@uzkrtain assumptions. For any period, we
know what we spent on program sales and marketidgteerefore, can accurately calculate the rateisominator. However, given the time
lag between when we incur our program marketingsatels expense and when we receive revenue rétastadents enrolled based on that
expense, we have to incorporate forecasts of stgenliments and retention into our calculatiortte ratios numerator, which is our estim
of future revenue related to that period’s expeWge use the significant amount of data we haveheretfectiveness of various marketing
channels, student attrition and other factors forin our forecasts and are continually testingabgumptions underlying these forecasts again
actual results to give us confidence that our faseare reasonable. The LTR to TCA ratio may framy program to program depending on
the degree being offered, where that programiisilifecycle and whether we enable the same oilairdegrees at other universities.
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Period-to-Period Fluctuations

Our revenue, cash position, accounts receivablalafatred revenue can fluctuate significantly frguarter to quarter due to
variations driven by the academic schedules otbants’ programs. These programs generally stasises for new and returning students an
average of four times per year. Class starts araewessarily evenly spaced throughout the yeanptlmecessarily correspond to the traditic
academic calendar and may vary from year to yes@a Pesult, the number of classes our client prograave in session, and therefore the
number of students enrolled, will vary from montihmionth and quarter to quarter, leading to variigtih our revenue.

The semesters of our clients’ programs often steatiteb fiscal quarters. Our clients generally payihen they have billed tuition and
specified fees to their students, which is typicalirly in the semester, and once the drop/addgers passed. We recognize the related
revenue ratably over the course of the semesteaude we generally receive payments from our dipribr to our ability to recognize the
majority of those amounts as revenue, we recoreroed revenue at each balance sheet date eqba éxtess of the amounts we have bille
received from our clients over the amounts we hragegnized as revenue as of that date. For thasens, our cash flows typically vary
considerably from quarter to quarter and our casitipn, accounts receivable and deferred reveypiedlly fluctuate between quarterly
balance sheet dates.

Our expense levels also fluctuate from quarternutarigr, driven primarily by our program marketinglagales activity. We typically
reduce our paid search and other program markatidgsales efforts during late November and Decellnbeause these efforts are less
productive during the holiday season. This gengralults in lower total program marketing and sa&gpense during the fourth quarter. In
addition, because we begin spending on technolodycantent development, program marketing and saieh to a lesser extent, services anc
support as much as nine months prior to the stafgses for a new client program, these costspescentage of revenue fluctuate, sometime
significantly, depending on the timing of new cligmograms and anticipated program launch dates.

Key Business and Financial Performance Metrics

We use a number of key metrics to evaluate oumless, measure our performance, identify trendstaffig our business, formulate
financial projections and make strategic decisiomsddition to adjusted EBITDA, which we discusddw, we discuss revenue and the
components of operating loss in the section belatitled “—Components of Operating Results.” Addi@dly, we utilize other key metrics to
evaluate the success of our growth strategy, inogutheasures we refer to as Platform revenue ieterdte and full course equivalent
enrollments in our clients’ programs.

Platform Revenue Retention Ra

We measure our Platform revenue retention rate fmarticular period by first identifying the groapprograms that our clients
launched before the beginning of the prior year gamative period. We then calculate our Platformeraie retention rate by comparing the
revenue we recognized for this group of progranmtbénreporting period to the revenue we recogniaethe same group of programs in the
prior year comparative period, expressed as a p&ge of the revenue we recognized for the groupérprior year comparative period.

The following table sets forth our Platform revemetention rate for the periods presented, asaglhe number of programs included
in the Platform revenue retention rate calculatfeor. all of these periods, our Platform revenuerrgbn rate was greater than 100% becaus
had no programs terminate and full course equitaeroliments in the aggregate increased year-gear- There is no correlation between the
Platform revenue retention rate and the numberagnams included in the calculation of that ratee iumber of programs may increase while
the retention rate declines.
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Three Months Ended

March 31,
2015 2014
Platform revenue retention rate 122.% 122.2%
Number of programs included in comparison 9 4
Q) Reflects the number of programs operating botlhénréported period and in the prior year compaggtieriod.

Full Course Equivalent Enrollments in Our ClientsPrograms

We measure full course equivalent enrollments inatients’ programs by determining, for each of toairses offered during a
particular period, the number of students enraitetthat course multiplied by the percentage ofdberse completed during that period. We us
this metric to account for the fact that many cearsffered by our clients straddle two or moredispiarters. For example, if a course had 25
enrolled students and 40% of the course was coetptiiring a particular period, we would count tharse as having 10 full course equiva
enrollments for that period. Any individual studemay be enrolled in more than one course duringrag.

Average revenue per full course equivalent enrailimepresents our weighted-average revenue pese@aross the mix of courses
being offered in our client programs during a peridhis number is derived by dividing our total @aue for a period by the number of full
course equivalent enrollments during that sameogefiihis amount may vary from period to period defdeg on the academic calendars of ou
clients, the relative growth rates of programs witlnying tuition levels, the launch of new progranith higher or lower than average net
tuition costs and annual tuition increases ingiuty our clients. As a part of our growth strategg are actively targeting new graduate-level
clients in academic disciplines for which we haxistng programs. Over time, this strategy is ljk& reduce our average revenue per full
course equivalent. However, we believe this apgraedtt enable us to leverage our program markeitmvgstments across multiple client
programs within specific academic disciplines, gigantly decreasing student acquisition costs imithose disciplines and more than
offsetting any decline in average revenue perdolirse equivalent enroliment.

The following table sets forth the full course aglént enroliments and average revenue per fullssaquivalent enrollment in our
clients’ programs for the periods presented.

Three Months Ended

March 31,
2015 2014
Full course equivalent enrollments in our clieqdgrams 13,09: 9,80¢
Average revenue per full course equivalent enraiinire our
clients programs $ 2,64 % 2,68t

Adjusted EBITDA

Adjusted EBITDA represents our earnings beforeimerest (income) expense, income taxes, depreniatid amortization, adjusted
to eliminate stock-based compensation expensehwhia non-cash item. Adjusted EBITDA is a key nueasised by our management and
board of directors to understand and evaluate o gperating performance and trends, to prepat@pprove our annual budget and to
develop short- and long-term operational plangdricular, the exclusion of certain expenses loutating adjusted EBITDA can provide a
useful measure for period-to-period comparisonsusfcore business. Accordingly, we believe thatistgjd EBITDA provides useful
information to investors and others in understagdind evaluating our operating results in the saraener as our management and board of
directors.
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Adjusted EBITDA is not a measure calculated in adance with U.S. GAAP, and should not be considesedn alternative to any
measure of financial performance calculated andgmied in accordance with U.S. GAAP. In additiajusted EBITDA may not be
comparable to similarly titled measures of othenpanies because other companies may not calculpisted EBITDA in the same manner as
we do. We prepare adjusted EBITDA to eliminateithpact of stock-based compensation expense, whictoanot consider indicative of our
core operating performance.

Our use of adjusted EBITDA has limitation as anlyieal tool, and you should not consider it inletion or as a substitute for
analysis of our financial results as reported uhdl&. GAAP. Some of these limitations are:

» although depreciation and amortization are non-casinges, the assets being depreciated and antontizg have to be replaced
in the future, and adjusted EBITDA does not refteth capital expenditure requirements for suclacements or for new capital
expenditure requirements;

« adjusted EBITDA does not reflect changes in, ohaasguirements for, our working capital needs;

» adjusted EBITDA does not reflect the potentialliptive impact of equity-based compensation;

» adjusted EBITDA does not reflect interest or tayrpants that may represent a reduction in cashaeito us; and

» other companies, including companies in our ingustray calculate adjusted EBITDA differently, whigduces its usefulness
a comparative measure.

Because of these and other limitations, you shooilgsider adjusted EBITDA alongside other U.S. GA#g3ed financial performan
measures, including various cash flow metricsjmzime (loss) and our other U.S. GAAP results. filewing table presents a reconciliation
of adjusted EBITDA (loss) to net loss for eachtaf periods indicated:

Three Months Ended

March 31,
2015 2014
(in thousands)

Net loss $ (5,46¢) $ (7,050
Adjustments

Interest expens 12€ 784

Interest income (28) (D

Depreciation and amortization expel 1,71% 1,28:

Stock-based compensation expense 2,04¢ 1,19t

Total adjustments 3,85¢ 3,261

Adjusted EBITDA (loss) $ (1,609 $ (3,789

Components of Operating Results
Revenue

Substantially all of our revenue consists of a @ettially specified percentage of the amounts bents bill to their students for
tuition and fees, less credit card fees and otpecifed charges we have agreed to exclude ininesfaour client contracts, which we refer tc
net program proceeds. Most of our contracts have 16 year initial terms, though one is longer. &eognize revenue ratably over the sel
period, which we define as the first through thst tkay of classes for each semester in a clienbgrpm.

We establish a refund allowance for our shareitibtuand fees ultimately uncollected by our clent

We also offered rebates to a limited group of stislevho enrolled in a specific client program betw@009 and 2011, which we will
be required to pay to such students if they coregletir degrees and pre-specified, post-graduata® requirements within a defined period
of time after graduation. For students in this gratho are still enrolled in the program, we acdheerebate liability as they continue through
the program towards graduation. In addition, altisnts in this group are required to certify teash September as to their continuing
eligibility for these rebates. For those studertt®do not make such certification and are therefioronger eligible for the rebate, because
example, they have failed to meet their post-gradmavork requirements, we reduce the allowancemtogly at that time. As of each of
March 31, 2015 and December 31, 2014, 130 studentsined eligible to receive these rebates. Thesates and refunds offset the net
program proceeds that we recognize as revenue.
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The following table sets forth the components af mwenue for the periods indicated.

Three Months Ended

March 31,
2015 2014
(in thousands)
Net program proceec $ 35,06: $ 26,53¢
Rebates (2 3
Refunds (389 (209)
Other (65) 9
Revenue $ 34,61: $ 26,33:

In addition to providing access to the SaaS teagyoWithin our Platform, we provide technology-eleabservices that support the
complete lifecycle of a higher education programe|uding attracting students, advising prospecstuelents through the admissions applice
process, providing technical, success coachingé#met support, facilitating accessibility to indivials with disabilities and facilitating in-
program field placements. We have determined tbanhdividual deliverable has standalone value upelivery and, therefore, the multiple
deliverables within our arrangements do not qudbifytreatment as separate units of accountingoftingly, we consider all deliverables to
a single unit of accounting and we recognize reegnam the entire arrangement over the term ok#reice period.

We generally receive payments from our clientsyeiareach semester, prior to completion of the iserperiod. We record these
advance payments as deferred revenue until thecesrare delivered or until our obligations areeotfise met, at which time we recognize the
revenue. As of each balance sheet date, defevedue is a current liability and represents theesg@mounts we have billed or received ovel
the amounts we have recognized as revenue in tisolidated statements of operations as of that date

Costs and Expenses

Costs and expenses consist of servicing and suppsid, technology and content development cogigrgm marketing and sales
expenses and general and administrative expensesipport our anticipated growth, we expect to iooietto hire new employees, increase
program promotion and student acquisition effatgand our technology infrastructure and increasether program support capabilities. As
a result, we expect our costs and expenses toaigeiia absolute dollars, but to decrease as amageeof revenue over time as we achieve
economies of scale through the expansion of ounbss.

Servicing and support.Servicing and support expense consists primafisompensation costs related to program manageameht
operations, as well as costs for technical sudpordur SaaS technology and faculty and studenpatplt includes costs to facilitate in-
program field placements, student immersions ahdratudent enrichment experiences, and to assigtients with their state compliance
requirements. It also includes software licenstagcommunications and other costs to provide acethe SaaS technology within our
Platform for our clients and their students.

Technology and content developmefitechnology and content development expense dsrsisnarily of compensation and
outsourced services costs related to the ongoipgovement and maintenance of the SaaS technolagynvaur Platform, and the developed
content for our client programs. It also includes tosts to support our internal infrastructureluding our cloud-based server usage.
Additionally, it includes the associated depreciatand amortization expense related to internaletbped software and content, as well as
hosting and other costs associated with maintaitiagsaaS technology within our Platform in a cleagironment.

Program marketing and salesProgram marketing and sales expense consistaflymof costs related to student acquisition. This
includes the cost of online advertising and progpestudent generation, as well as compensatistsdor our program marketing, search
engine optimization, marketing analytics and adioissapplication counseling personnel. We expehsmsts related to program marketing
and sales as they are incurred.
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General and administrative.General and administrative expense consists plinaf compensation costs for employees in our
executive, administrative, finance and accountiegal, communications and human resources functiddditional expenses include external
legal, accounting and other professional fees¢tatgnunications charges and other corporate costsamiinsurance and travel that are not
related to another function.

Other Income (Expense)

Other income (expense) consists of interest incantkinterest expense. Interest income is derivad fnterest received on our cash
and cash equivalents. Interest expense consistaply of the amortization of deferred financingst®associated with our line of credit and
convertible notes prior to their conversion andngfes in our preferred stock warrant liability agsult of changes in the fair value of such
warrants (through April 2, 2014).

The fair value of our preferred stock warrant lidpiwas reassessed at the end of each reportingdpand any increase in fair value
was recognized in other expense, while any deciieds@ value was recognized in other income. Upompletion of our initial public offerin
(“IPO"), the preferred stock warrants automatically becarmeamts to purchase common stock. At that timeregtassified the preferred sta
warrant liability to additional paid-in capital ané further changes in fair value will be recogdize other income or expense.

Income Tax (Expense) Benef

Income tax expense consists of U.S. federal, stadeforeign income taxes. To date, we have not beguired to pay U.S. federal
income taxes because of our current and accumuhateaperating losses. We incurred immaterial stateforeign income tax liabilities for t
three months ended March 31, 2015 and 2014.

Results of Operations
Comparison of Three Months Ended March 31, 2015 a2@i14
The following table sets forth selected consolidatatement of operations data for each of thevgsiindicated.

Three Months Ended March 31,

2015 2014 Period-to-Period Change
Percentage Percentage
Amount of Revenue Amount of Revenue Amount Percentage
(dollars in thousands)
Revenue $ 34,61: 100.(% $ 26,33: 100.(% $ 8,28( 31.4%
Costs and expense
Servicing and suppo 7,55( 21.¢ 6,24¢ 23.7 1,30z 20.¢
Technology and content developm 6,13¢ 17.7 5,67¢ 21.t 46C 8.1
Program marketing and sal 19,581 56.¢€ 15,24 57.¢ 4,34¢ 28.t
General and administrative 6,711 19.4 5,43¢ 20.€ 1,27¢ 23.2
Total costs and expenses 39,98: 115.5 32,59¢ 1237 7,38: 22.¢
Loss from operations (5,370 (15.5) (6,267) (23.7) 897 (14.9)
Other income (expense
Interest expens (12€) (0.9 (784) (3.0 65€ (83.9
Interest income 28 0.1 1 0.C 27 2,026.:
Total other income (expense) (98) (0.9 (78%) (3.0) 68E (87.5)
Net loss $ (5,469 (15.9% $ (7,050 (26.)% $ 1,582 (22.9)

27




Table of Contents

Revenue. Revenue for the three months ended March 31, 2@k5$34.6 million, an increase of $8.3 million 3dr4%, from
$26.3 million for the three months ended MarchZ114. Of the increase, the four client programsadhed prior to January 1, 2013 resulted ir
higher period-over-period revenues of $1.5 milliatjle $4.2 million was primarily attributable todreases in period-over-period full course
equivalent enrollments in the client programs thahched in 2013. Increases in full-course equivad@rollments in the programs that
launched in 2014 contributed $2.1 million, while three client programs that launched in 2015 dmurteed $0.5 million.

Servicing and support.Servicing and support costs for the three moettted March 31, 2015 were $7.5 million, an increxdse
$1.3 million, or 20.9%, from $6.2 million for thhree months ended March 31, 2014. This increaseluaprimarily to a $0.7 million increase
in compensation costs, and a $0.1 million incréasevel and related expenses as we increasedeautcount in this area by 22% to serve a
growing number of students and faculty in existamgl new client programs. The remaining increaskOd million was primarily attributable
to increased costs associated with student immessind on-campus initiatives. As a percentagewefimee, servicing and support costs
decreased from 23.7% for the three months endedhviit, 2014 to 21.8% for the same period of 208%eaenue grew at a higher rate.

Technology and content developmeritechnology and content development costs fothttee months ended March 31, 2015 were
$6.1 million, an increase of $0.4 million, or 8.1fg@m $5.7 million for the three months ended MaBdh 2014. This was due primarily to
higher depreciation expense associated with outataed internal use software and content devekapneosts, as a result of an increase in th
number of courses that have been developed focl@nt programs. As a percentage of revenue, tdogg@nd content development costs
decreased from 21.5% for the three months endedhvii, 2014 to 17.7% for the same period of 2083y@have continued to achieve scale.

Program marketing and salesProgram marketing and sales expense for the thozths ended March 31, 2015 was $19.5 milliot
increase of $4.3 million, or 28.5%, from $15.2 moifi for the three months ended March 31, 2014. THuease was due primarily to a
$2.1 million increase in compensation costs, agnaeased our headcount in this area by 36% toigegtudents for, and drive revenue gro
in, new client programs. Additionally, prospectstedent generation costs increased by a total 8f illion to acquire students for our clients’
programs, while other program marketing and salpemrses increased by $0.3 million. As a percentdgevenue, program marketing and
sales expense decreased from 57.9% for the thrathmended March 31, 2014 to 56.6% for the samegef 2015, reflecting a higher year-
over-year percentage increase in revenue tharotihesponding increase in expense.

General and administrative.General and administrative expense for the thmesths ended March 31, 2015 was $6.7 million, an
increase of $1.3 million, or 23.4%, from $5.4 noiflifor the three months ended March 31, 2014. Whis due primarily to a $1.0 million
increase in compensation costs, as we increasedukeagicount in this area by 15% to support our grigvaiusiness. Additionally, insurance
costs increased by $0.1 million due to the purcledisiirectors and officers liability coverage arttier general and administrative costs
increased by $0.2 million. As a percentage of reeegeneral and administrative expense decreased2d.6% for the three months ended
March 31, 2014 to 19.4% for the same period of 2015

Critical Accounting Policies and Significant Judgmeats and Estimates

This management’s discussion and analysis of fiahoondition and results of operations is basedwnunaudited condensed
consolidated financial statements, which have Ipeepared in accordance with U.S. GAAP. The preparaif these unaudited condensed
consolidated financial statements requires us tkeneatimates and assumptions that affect the mgbarhounts of assets and liabilities,
disclosure of contingent assets and liabilitiehatdate of the consolidated financial statememtd,the reported amounts of revenue and
expenses during the reported period. In accordaitbel.S. GAAP, we base our estimates on histogsglerience and on various other
assumptions we believe to be reasonable undeirthenstances. Actual results may differ from thestmates if conditions differ from our
assumptions. During the three months ended MarcRB@@I5, there were no material changes to ourcatiticcounting policies and use of
estimates, which are disclosed in our audited datated financial statements for the year endededaer 31, 2014 included in our Annual
Report on Form 10-K filed with the SEC on Febru2@y 2015.
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Liquidity and Capital Resources
Sources of Liquidity

From inception until the closing of our IPO on Af#j 2014, we funded our operations primarily ttgbyrivate placements of
redeemable convertible preferred stock.

On December 31, 2013, we entered into a crediteageat with Comerica Bank for a revolving line oédit, under which we may
borrow up to $37.0 million from a syndicate of lenslincluding Comerica Bank and Square 1 Bank.&uoary 21, 2014, we borrowed
$5.0 million under this line of credit and repdhdstborrowing in full on February 18, 2014. Theevé been no subsequent borrowings under
this line of credit. Under this revolving line afedit, we have the option of borrowing funds subfedi) a base rate, which is equal to 1.5%
plus the greater of Comerica Bank’s prime rate félderal funds rate plus 1% or the 30 day LIBORs(lé6, or (ii) LIBOR plus 2.5%. For
amounts borrowed under the base rate, we may mékest-only payments quarterly, and may prepay auwounts with no penalty. For
amounts borrowed under LIBOR, we may make intenat-payments in periods of one, two and three imoand will be subject to a
prepayment penalty if we repay such borrowed ansbetore the end of the interest period.

Borrowings under the line of credit are collateraedl by substantially all of our assets. The avditglof borrowings under this credit
line is subject to our compliance with reportingldimancial covenants, including, among other tkirthat we achieve specified minimum
three-month trailing revenue levels during the tefrthe agreement and specified minimum six-morghing profitability levels for some of
our client programs, measured quarterly. In addljtwe are required to maintain a minimum adjustgidigratio, which measures our short t
liquidity, of at least 1.10 to 1.00. As of March,2D15 and December 31, 2014, our adjusted qutakwaas 5.89 and 6.45, respectively.

The covenants under the line of credit also plangdtions on our ability to incur additional indeliness or to prepay permitted
indebtedness, grant liens on or security inteliestsir assets, carry out mergers and acquisitiisppse of assets, declare, make or pay
dividends, make capital expenditures in excespefiied amounts, make investments, loans or acddgmmnter into transactions with our
affiliates, amend or modify the terms of our matkcontracts, or change our fiscal year. If werarein compliance with the covenants under
the line of credit, after any opportunity to cutels non-compliance, or we otherwise experiencevanteof default under the line of credit, the
lenders may require repayment in full of all prjpadiand interest outstanding. If we fail to repagtsamounts, the lenders could foreclose on
the assets we have pledged as collateral undéinéhef credit. We are currently in compliance wétsuch covenants.

Public Offering of Common Stoc

On April 2, 2014, we closed our IPO in which weuisd and sold 8,626,377 shares of common stockydimg the partial exercise of
the underwriters’ over-allotment option, at an @ste price of $13.00 per share, resulting in netgeds of $100.3 million after deducting
underwriting discounts and commissions. Upon tlsinb of the IPO, all shares of the then-outstagdatieemable convertible preferred stock
automatically converted into an aggregate of 23808 shares of common stock, based on the sharedeémable convertible preferred stock
outstanding as of April 2, 2014. In addition, thestanding Series D warrants automatically conderigo warrants to purchase common stock
and our preferred stock warrant liability of $0.8lion as of April 2, 2014 was reclassified to atiloial paid-in capital.
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Cash Flows

The following table summarizes our cash flows f@ periods indicated:

Three Months Ended
March 31,
2015 2014
(in thousands)

Cash (used in) provided b

Operating activitie! $ (1,287 $ 2,47¢
Investing activities (3,355 (2,63¢)
Financing activitie: 79C (1,149

Operating Activities

For the three months ended March 31, 2015, netwusesth in operating activities was $1.3 million, sigting of a net loss of
$5.5 million, partially offset by $3.8 million inam-cash items and a $0.4 million change in workiapital. Non-cash items consisted of non-
cash stock compensation charges of $2.1 milliondapdteciation and amortization expense of $1.7onillThe increase in cash resulting from
changes in working capital consisted of increagescounts payable of $4.8 million, deferred reeoii$4.2 million and refunds payable of
$0.4 million, partially offset by an increase ircaants receivable of $4.0 million, a $2.5 millioitiease in prepaid expenses, a $2.3 million
decrease in accrued expenses and other curreifitibaldue to lower accrued program marketing s@std a $0.2 million outflow related to
advances to clients.

For the three months ended March 31, 2014, netmastided by operating activities was $2.5 milli@onsisting of a $6.4 million net
cash inflow from changes in working capital and2§®illion in non-cash items, reduced by a net lafs$7.1 million. The increase in cash
resulting from changes in working capital consigteicharily of an increase in deferred revenue aob34illion and a decrease in accounts
receivable of $1.2 million as cash was receiveddwance of revenue being recognized, and othenoetases of $0.4 million. Non-cash items
consisted primarily of non-cash stock compensathmarges of $1.2 million, depreciation and amorizraexpense of $1.3 million and an
increase in the fair value of the Series D rededenadmvertible preferred stock warrant of $0.7 imuil

Investing Activitie:

For the three months ended March 31, 2015 and 2&t4ash used in investing activities was $3.3aniland $2.6 million,
respectively. These expenditures were primarilyiriternally developed software and asynchronouserireveloped for client programs, and
equipment.

Financing Activities

For the three months ended March 31, 2015, netmastided by financing activities was $0.8 milliagnsisting of $1.2 million of
proceeds received from the exercise of stock ogtipartially offset by $0.4 million of cash used fioe payment of employee withholding ta
related to the release of restricted stock units the three months ended March 31, 2014, netwsesth in financing activities was $1.1 million,
consisting primarily of the $1.4 million paymentdeferred offering costs, partially offset by prede received from the exercise of stock
options of $0.3 million.

Contractual Obligations and Commitments

We have noreancelable operating leases for our office spawéwae are also contractually obligated to makedfiggayments to certa
of our university clients in exchange for variontellectual property and other rights.

We have a $37.0 million line of credit from ComeriBank and Square 1 Bank. On January 21, 2014 pwevked $5.0 million under
this line of credit and repaid this borrowing il fon February 18, 2014. There have been no sulesgduorrowings under this line of credit,
and therefore, no amounts were outstanding as oftvadl, 2015.

See Note 5 in the “Notes to Condensed Consolidaiteghcial Statements” included in Part |, Item #l 8lnegal Proceedings”
contained in Part Il, Iltem 1 of this Quarterly Repgan Form 10-Q for additional information regamglicontingencies.
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Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangemertgMarch 31, 2015, as defined in Iltem 303(a){¥9fi Regulation S-K, such as
the use of unconsolidated subsidiaries, structfinathce, special purpose entities or variable egeentities.

Recent Accounting Pronouncements

Refer to Note 2 in the “Notes to Condensed Conatéid Financial Statements” included in Part |, Iteof this Quarterly Report on
Form 10-Q for a discussion of FASB's recent accmgnpronouncements and their effect on us.
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ltem 3. Quantitative and Qualitative Disclosures About Market Risk

Market risk is the risk of loss to future earningalues or future cash flows that may result frdrarges in the price of a financial
instrument. The value of a financial instrument rohgnge as a result of changes in interest ratebaage rates, commodity prices, equity
prices and other market changes. Our exposure ttketi@sk related to changes in foreign currencghexge rates is deemed low as further
described below. In addition, we do not use deirrediinancial instruments for speculative, hedgimgrading purposes, although in the future
we may enter into exchange rate hedging arrangemembhanage the risks described in the succeedirapmphs.

Interest Rate Risl

We are subject to interest rate risk in conneactith potential borrowings available under our $3million bank line of credit
procured in December 2013. Borrowings under theluvg line of credit bear interest at variablessatincreases in the LIBOR or our lender’s
prime rate would increase the amount of interegaple on any borrowings outstanding under this diheredit. On January 21, 2014, we
borrowed $5.0 million under this line of credit amgbaid this borrowing in full on February 18, 20T4ere have been no subsequent
borrowings under this line of credit, and therefar@ amounts were outstanding as of March 31, 2015.

Foreign Currency Exchange Risk

All of our current client contracts are denominaitetl).S. dollars. Therefore, we have minimal, ifyaforeign currency exchange risk
with respect to our revenue.

We have an office in Hong Kong for program markgtimd student support and incur expenses relatiésldperations. The functior
currency of this office is Hong Kong Dollars, whiekiposes us to changes in foreign currency exchatge. Hong Kong Dollar currency rates
have historically been tied to the U.S. Dollar, leser. In addition, because of the small size oftbomg Kong office and the relatively nomit
amount of our expenses denominated in Hong Kon¢pBolwe do not expect any material effect on marfcial position or results of
operations from fluctuations in exchange rates. elmwv, our exposure to foreign currency exchandgemiay change over time as business
practices evolve, and if our exposure increasesrad movement in foreign currency exchange ratekldhave a material adverse impact on
our financial results.

Inflation

We do not believe that inflation has had a matefifgct on our business, financial condition omitsof operations. Through our
pricing model, we benefit from price increases iempénted by our clients, and we continue to moimitibaeition-driven cost increases in order
minimize their effects through productivity imprawents and cost containment efforts. If our costewe become subject to significant
inflationary pressures, the price increases implgatkby our clients and our own pricing strategmigiht not fully offset the higher costs. Our
inability or failure to do so could harm our busiegfinancial condition and results of operations.

ltem 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedur

We maintain disclosure controls and proceduresatetiesigned to ensure that information requiveaketdisclosed in our reports
under the Securities Exchange Act of 1934, as aptk(ttie “Exchange Act”) is recorded, processed, sarized and reported within the time
periods specified in the SEC’s rules and forms, thatl such information is accumulated and commuedtto our management, including our
Chief Executive Officer and Chief Financial Officais appropriate, to allow timely decisions regagdiequired disclosure based on the
definition of “disclosure controls and proceduras’promulgated under the Exchange Act and the amdsegulations thereunder. In desigr
and evaluating the disclosure controls and pro@sjumanagement recognized that any controls amg@uoes, no matter how well designed
and operated, can provide only reasonable assuddiraahieving the desired control objectives, arahagement necessarily was required to
apply its judgment in evaluating the cost-benefiationship of possible controls and procedureseBan this evaluation, management
concluded that our disclosure controls and proesiuere effective as of March 31, 2015.
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Changes in Internal Control Over Financial Reportm

There have been no changes in our internal coowel financial reporting that occurred during theader ended March 31, 2015 that
have materially affected, or are reasonably likelynaterially affect, our internal control overdimcial reporting.
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PART Il. OTHER INFORMATION

Item 1.

Legal Proceedings

The information required by this Item is incorpedherein by reference to Note 5 in “Notes to Coseéd Consolidated Financial
Statements” included in Part I, Item 1 of this Qedy Report on Form 10-Q.

Iltem 1A. Risk Factors

The risks described in Part I, Item 1A “Risk Fastan our Annual Report on Form I{or the year ended December 31, 2014, w
was filed with the SEC on February 26, 2015, rencaiment in all material respects. Those risk fexctin not identify all risks that we face .
Our operations could also be affected by factcas éne not presently known to us or that we culyerinsider to be immaterial to our

operations.
Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
None.
Item 5. Other Information
None.
Item 6. Exhibits
Exhibit
Number Description of the Document
31.1 Certification of Chief Executive Officer of 2U, Inpursuant to Exchange Act Rule 13a-14(a)/15d-14&pdopted pursuant to
Section 302 of the SarbarOxley Act of 2002
31.2 Certification of Chief Financial Officer of 2U, Inpursuant to Exchange Act Rule 13a-14(a)/15d-14&@jpdopted pursuant to
Section 302 of the SarbarOxley Act of 2002
32.1 Certification of Chief Executive Officer of 2U, Inin accordance with 18 U.S.C. Section 1350, aptdbpursuant to Section 906
of the Sarban+Oxley Act of 2002
32.2 Certification of Chief Financial Officer of 2U, Inin accordance with 18 U.S.C. Section 1350, apt@dbpursuant to Section 906
of the Sarbanes-Oxley Act of 2002.
101.INS  XBRL Instance
101.SCH XBRL Taxonomy Extension Schema Docum
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh
101.LAB XBRL Taxonomy Extension Labels Linkbase Docurr
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
Q) Previously filed as Exhibit 3.1 to the Registrar@srrent Report on Form 8-K (File No. 001-36378gd with the Commission on

April 4, 2014, and incorporated by reference herein

(2) Previously filed as Exhibit 3.2 to the Registrar@srrent Report on Form 8-K (File No. 001-3637@8gd with the Commission on
April 4, 2014, and incorporated by reference herein
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Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its belr
by the undersigned thereunto duly authorized.

2U, Inc.
May 7, 2015 By: /s/ Christopher J. Pauc

Christopher J. Pauce
Chief Executive Office

May 7, 2015 By: /s/ Catherine A. Graha
Catherine A. Grahar
Chief Financial Office
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EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Christopher J. Paucek, certify that:

1.

2.

| have reviewed this Quarterly Report on Form 16fQU, Inc.;

Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or ométate a material fact necessar
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5¢r the registrant and have:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures ttesigned under @
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to u
others within those entities, particularly duriig toeriod in which this report is being prepared;

b) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

C) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repodi

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaiad report financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 7, 2015 By: /s/ Christopher J. Pauc

Name: Christopher J. Pauct
Title:  Chief Executive Office




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Catherine A. Graham, certify that:

1.

2.

| have reviewed this Quarterly Report on Form 16fQU, Inc.;

Based on my knowledge, this report does not cor@aynuntrue statement of a material fact or ométate a material fact necessar
make the statements made, in light of the circuntets.under which such statements were made, nigadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5¢r the registrant and have:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures ttesigned under @
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known to u
others within those entities, particularly duriig toeriod in which this report is being prepared;

b) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimetport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such
evaluation; and

C) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially affected,
or is reasonably likely to materially affect, thegistrant’s internal control over financial repodi

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

a) All significant deficiencies and material weaknesgethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaiad report financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 7, 2015 By: /s/ Catherine A. Graha

Name: Catherine A. Grahar
Title: Chief Financial Office




EXHIBIT 32.1

CERTIFICATION OF CEO PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ®f 2U, Inc. (the “Company”) for the quarterly et ended March 31, 2015 as
filed with the Securities and Exchange Commissioithe date hereof (the “Reportf),Christopher J. Paucek, as Chief Executive Offafehe
Company, do hereby certify, pursuant to 18 U.S&2tiSn 1350, as adopted pursuant to Section 9@Gecbarbanes-Oxley Act of 2002, that, to
the best of my knowledge:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities ExafeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
the Company.

Date: May 7, 2015 By: /sl Christopher J. Pauc
Name: Christopher J. Pauce
Title:  Chief Executive Office

This certification accompanies the Report purstastection 906 of the Sarbanes-Oxley Act of 2002 &rall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited by the Company for purposes of Sectionflfie Securities Exchange Act of
1934, as amended.

A signed original of this written statement reqdit®y Section 906 of the Sarbanes-Oxley Act of 2082 been provided to the
Company and will be retained by the Company andishied to the Securities and Exchange Commissids etaff upon request.




EXHIBIT 32.2

CERTIFICATION OF CFO PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f 2U, Inc. (the “Company”) for the quarterly et ended March 31, 2015 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), |, Catherine Aalam, as Chief Financial Officer of the
Company, do hereby certify, pursuant to 18 U.S&2tiSn 1350, as adopted pursuant to Section 9@Gecbarbanes-Oxley Act of 2002, that, to
the best of my knowledge:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExagfeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of
operations of the Company.

Date: May 7, 2015 By: /s/ Catherine A. Graha
Name: Catherine A. Grahar
Title: Chief Financial Office

This certification accompanies the Report purstastection 906 of the Sarbanes-Oxley Act of 2002 srall not, except to the extent
required by the Sarbanes-Oxley Act of 2002, be dekfited by the Company for purposes of Sectionfli®ie Securities Exchange Act of
1934, as amended.

A signed original of this written statement reqdit®y Section 906 of the Sarbanes-Oxley Act of 2082 been provided to the
Company and will be retained by the Company andishied to the Securities and Exchange Commissids setaff upon request.




