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Grand Canyon Education  (LOPE) 

 Provides online degree programs in education, business and healthcare. 

 Investment Rating: Marketperform 
 

 

Stock Data 
Current Price (11-Dec-2008) $14.67 

Shares Outstanding 43,559,714 
Market Capitalization $639,021,004 
Enterprise Value $629,596,004 
 

IPO Data 
Offer Date 11/19/2008 
Offer Price $12.00 
Price Range $16.00 - $18.00 

Shares Offered 10,500,000 

Use of Proceeds Insiders 
 
IPO Underwriters  
Credit Suisse Merrill Lynch 
BMO Capital Markets William Blair 
Piper Jaffray  
 
Key Financial Data  
 

Income Model   FY Ended Dec 
($ in mil) 2007A 2008E 2009E 

Sales $99.3 $155.9 $222.5 
EBITDA $11.4 $20.5 $47.2 
EPS $0.15 $0.11 $0.48 

 
Balance Sheet As of 9/30/08 (adj. for IPO) 
Cash $42.0 
Working Capital $12.5 
Total Assets $121.0 
Total Debt $32.6 
Shareholders' Equity $42.4 

 

Corporate Data 
Employees 2,237 
Year Founded 1949 
Headquarters Phoenix, AZ 
Phone Number (602) 639-7500 
Web Address www.gcu.edu  

Rating Analysis Very  Weak Neutral Very  Strong 
 

Long-Term 
Company Fundamentals

Corporate Governance
Short-Term 

Relative Valuation

Technical Strength
 
Investment Thesis 
Formed in 1949 as a Baptist college, Grand Canyon University fell upon poor financial 
footing in the late 1990s, and a group led by the current chairman rescued the school 
from near bankruptcy in 2004.  The team converted it into a for-profit institution and 
outlined a plan to expand its online degree programs.  With expertise in the education, 
business and healthcare fields, the university now has 22,000 students (88% online), and 
its recent sales initiatives have driven enrollment growth.  The company lured the 
former head of Apollo Group to takeover as CEO earlier this year, and hopes to 
capitalize on the rapidly growing online postsecondary education market as more adults 
realize the convenience and benefits of an online education. 
 
Rating Rationale 
Grand Canyon priced 10.5 million shares at $12, a 29% discount to the midpoint of its 
original range of $16 to $18.  The stock broke its IPO price on the first day, however, it 
has since traded steadily higher to the $15-$16 range.  We attribute the stock’s 
impressive performance to strong investor interest in the counter-cyclical education 
sector as a weakened economy has driven higher student enrollment, better retention 
rates and lower advertising costs for the company’s peers.  Furthermore, we believe in 
Grand Canyon’s long-term growth potential given its focus on three of the most 
popular disciplines and its scaling profitability.    However, these positives seem to be 
already baked into the stock as the company is currently trading in-line with the average 
forward earnings multiple of its closest comparables (30x) and thus we initiate our 
coverage of Grand Canyon with a marketperform investment rating.     
 
Bull Insights 
● Has delivered impressive and accelerating enrollment growth since 2005 
● The online education market is growing at 30% per year 
● Has a scalable online business model with good revenue visibility 
● Focuses on three of the most popular subjects: education, business, healthcare 
● The education stocks are countercyclical 
 
Bear Insights 
● Operates in a competitive market and lacks strong brand recognition 
● Surging sales and marketing expenses have weighed on margin expansion 
● The executive team has only been in place since July 2008 
● The proposed valuation is rich relative to those of its online education peers  
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Latest Results and Outlook 

 

Recent Financial Trends 
For the nine months ended September 30, 2008, total revenue increased 60% to $109.6 million as 62% enrollment growth and higher tuition fees 
more than offset a $5.3 million increase in awarded scholarships.  Gross margin improved 650 bps to 66.3% as a result of a mix shift to its online 
degree offerings while its operating margin, excluding royalties paid to the former owner, improved less as surging sales and marketing expenses 
more than offset the gross margin improvement and increased leverage on corporate overhead. 
 

 
Outlook: 
Despite softness in the US economy, we expect online education enrollment growth to 
continue as more employers require advanced degrees and people realize the 
convenience of an online degree program.  Thus, our model assumes 4Q08 revenue of 
$46.3 million (50% growth) for a full year total of $155.9 million (57% growth).  We 
then expect sales growth to decelerate to 43% in 2009 and 36% in 2010.  Grand 
Canyon's gross margin has benefited significantly from the mix shift to online degrees, 
and we predict a full year gross margin of 67.1% in 2008 followed by slow expansion 
to the 70% level over the next several years.  We also expect that the company will gain 
significant operating leverage beginning next year when it starts to absorb its sales and 
marketing expenses, and we estimate that operating margin will expand beyond 20% by 
2011.  Our model assumes earnings of $0.11, $0.48 and $0.89 per share in 2008, 2009 
and 2010, respectively. 
 

Interim Results - 3 months ended 

($ in mil) Sep-07 Dec-07 Mar-08 Jun-08 Sep-08

Sales $24.4 $30.9 $35.7 $34.6 $39.4
Gross Margin 59.1% 62.7% 67.5% 64.1% 67.0%
EBITDA Margin 6.9% 14.0% 19.5% 2.5% 10.7%
Operating Margin 3.5% 10.8% 19.5% 2.5% 7.1%
Net Margin 2.4% 7.1% 12.1% 1.1% 3.5%
EPS $0.02 $0.06 $0.13 $0.01 $0.04

Cash Flow Data           
D&A/Non-Cash $0.8 $1.0 n/a n/a $1.4
CFFO $8.4 -$5.1 n/a n/a $19.4
Less: Capex $1.9 $2.3 n/a n/a $2.0
Free Cash Flow $6.5 -$7.4 n/a n/a $17.4

Operating Metrics           
Sales Growth 39% 41% 54% 66% 61%
Enrollment 13,499 14,754 17,486 16,510 21,957
Enrollment Growth 32% 38% 53% 60% 63%

Student Breakdown           
Graduate 64% 62% n/a 61% 56%
Undergraduate 36% 38% n/a 39% 44%
      
Online 84% 85% n/a 90% 88%
Classroom 16% 15% n/a 10% 12% 

 
Interim Results - 9 months ended 

($ in mil) Sep-07 Sep-08

Sales $68.5 $109.6
Gross Profit $40.9 $72.6
EBITDA $5.6 $12.0
Operating Income $4.8 $10.6
Net Income $3.1 $6.1
EPS $0.09 $0.19

Margins     
Gross Margin 59.8% 66.3%
EBITDA Margin 8.2% 11.0%
Operating Margin 7.0% 9.7%
Net Margin 4.5% 5.6%

Cash Flow Data     
D&A/Non-Cash $2.3 $3.7
CFFO $12.2 $18.1
Less: Capex $5.1 $6.0
Free Cash Flow $7.1 $12.1

 
 

Balance Sheet Data Actual Post IPO

($ in mil) 9/30/08 9/30/08

Cash $22.8 $41.7
Working Capital -$6.8 $12.1
Total Assets $106.1 $125.0
Total Debt $32.6 $32.6
Shareholders' Equity $25.8 $44.7
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Company Fundamentals Rating:   Strong 

 

While Grand Canyon is up against stiff competition, the online education industry has enormous growth potential and Grand Canyon’s business 
model is very scalable.  Also, the company specializes in three of the most popular disciplines and caters to an older student population, which 
translates into higher retention and completion rates, and thus better financial results.  Key risks include its high sales and marketing expenses, 
high bad debt expense ratio and ongoing litigation, the outcome of which could prove detrimental to its financial results. 
 
Business: 
Provides postsecondary degree programs in education, business and healthcare to 22,000 students through its online course offerings (88% of 
enrollments) and traditional campus in Phoenix, AZ (12% of enrollments).  Offers 82 academic degrees through its College of Education, College 
of Nursing and Health Sciences, College of Liberal Arts and the Ken Blanchard College of Business.  56% of total students and 60% of online 
students are enrolled in graduate programs.  Caters to an adult/working professional population and 92% of online students are age 25 or older.  
Tuition costs $47,000 for a four-year online undergraduate degree and $15,000 for an online graduate degree.  Online tuition fees increased 
approx. 5% for the 2008-09 school year.  Employs 460 ground-based faculty members (53 full-time) and maintains a pool of 1,000+ online 
faculty members, of which 656 have taught at least one class in 2008.  Its online faculty members receive special training and are assessed with 
peer reviews by full-time ground faculty.  Online classes are small in size: none have more than 40 students and 90% have fewer than 25.  Also 
offers its programs on-site at the facilities of certain employers; has direct billing arrangements with 28 employers covering 2,100 employees.  
Launched 17 new online programs in 2007 and 12 year-to-date.  Employs 550 recruiters at facilities in AZ and UT, and plans to add up to 150 
more recruiters by the end of 2009.  Marketing channels include online advertising, seminars and recruiting events.  Derived 70% of 2007 revenue 
from government-sponsored financial aid (Title IV) and 5% from private loans. 
 
Competition:  
Competes for enrollments with the more than 4,000 traditional US colleges and universities, many of which now offer online degree programs.  
Other online universities are Capella University, University of Phoenix, Walden University and American Public Education’s American Public 
University and American Military University. 
 
Risks: 
Operates in a highly regulated industry.  Is party to two ongoing lawsuits: the Department of Education is investigating its enrollment officers’ 
compensation practices and the company is accused of fraudulent practices that would have made it ineligible for Title IV funding.  Relies heavily 
on Title IV funding (70% of 2007 revenue); failure to meet the financial requirements or a decrease in Title IV loan availability could have a 
material impact.  Furthermore, interest rate hikes that increase educational costs could curtail demand for its program.  Is spending heavily on 
sales and marketing (40% of LTM revenue vs. 28% in 2006).  The business is seasonal with weak enrollments during the second quarter.  Has a 
high bad debt expense ratio (4.8% YTD).  Cited material weaknesses in its internal controls over financial reporting. 

 
Annual Sales Trend 
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Annual EPS Trend 
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Income Statement Data 

FY Dec ($ in mil) 2005 2006 2007
Sales 51.8 72.1 99.3
Gross Margin 45.8% 56.6% 60.7%
Operating Margin -6.3% 7.9% 8.2%
Net Margin -5.1% 4.5% 5.3%
Cash Flow Data 
CFFO -7.0 6.8 7.1
Less: Capex 0.8 2.4 7.4
Free Cash Flow -7.8 4.4 -0.3
Operating Metrics 
Enrollment 8,422 10,662 14,754
Enrollment Growth n/a 27% 38%
Student Breakdown 
Online 74% 79% 85%
Ground 26% 21% 15%
*All financials in this report exclude the royalty paid to the former owner.  
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Corporate Governance Rating:   Weak 
 

The major positive with the corporate governance picture is that the executives were specifically brought in for their public company experience 
at Apollo Group, where current CEO Brian Mueller successfully scaled the largest online education provider, University of Phoenix.  The 
downside is that the team has only been together since July 2008.  Furthermore, only two of the six directors are independent and executive 
compensation appears high relative to the other online education companies.  Our largest knock on the governance is that 75% of the offering 
proceeds was used to pay a special distribution of $94.5 million to insiders.  Furthermore, Brent and Christopher Richardson, who serve as the 
Chairman and General Counsel, respectively, possesses over 40% of the voting power pursuant to a voting agreement with two smaller 
shareholders and their sister.  There is also a related party transaction with Mind Streams, which is owned by the Richardsons' father; Grand 
Canyon has paid Mind Streams $4.3 million so far in 2008 for student referrals. 
 
 

Key Executive Age Position Corporate Background 

Brian Mueller 55 CEO Since July 2008.  Worked at Apollo Group from 1987 to 2008, most recently 
as President.  Also was COO and then CEO of the University of Phoenix 
Online (Apollo’s online unit) from 1997 to 2005. 

Daniel Bachus 38 CFO Since July 2008.  Served as CFO of real estate developer Loreto Bay from Jan. 
2007 to July 2008 and as Chief Accounting Officer and Controller of Apollo 
Group from 2000 to 2006.  Worked at Deloitte & Touche for eight years 
before 2000. 

Brent Richardson 46 Chairman Since July 2008.  Spearheaded the acquisition of the university along with his 
brother, the firm’s General Counsel.  Served as CEO from 2004 to July 2008.  
Was CEO of online education company Masters Online from 2000 to 2004. 

 
 

Key Shareholder Holdings Additional Details 

The Richardson Family 24% Brent is Grand Canyon’s Chairman and Christopher is the General Counsel 
and a director.  Also includes the sister’s 8% ownership.  Each sibling 
received $10.4 million from the special distribution upon the IPO.  Brent and 
Christopher control the voting rights for their sister and smaller shareholders 
220 GCU and Significant Ventures, giving them more than 40% of the voting 
power. 

Endeavour Capital 22.5% A Portland, Oregon-based private equity firm.  Holds two Board seats.  Has 
invested $36 million since 2005 and recouped $28.5 million from the special 
distribution. 

220 GCU 16.2% An Austin-based investment firm.  Invested $3.25 million in 2005 and 
received $20.1 million through the special distribution.  Allocated its voting 
rights to the Richardson brothers. 

Significant Ventures 6.7% A Solana Beach, CA-based venture firm.  Received $7.6 million from the 
special distribution. 
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Relative Valuation Rating:   Neutral 

Grand Canyon is trading in-line with the 30x average forward earnings multiple of its closest peers APEI, CPLA & STRA.  We believe CPLA 
(26x) and STRA (29x) are the most comparable given their focus on similar subject verticals, end markets (i.e. working adults) and sources of 
revenue (namely Title IV funding and corporate reimbursement).  While LOPE is growing significantly faster than both CPLA and STRA we 
believe this growth should be discounted given it is at an earlier stage of development and carries a short track record under current management.  
And even though LOPE is trading at a discount to APEI, the most analogous comparable on a growth basis, we believe this is justified given 
APEI’s lower risk profile  and superior margins since it receives most of its enrollment from the military.  We note that our 5-year DCF analysis, 
which assumes a 5-year sales CAGR of 35%, operating margins expanding to the mid-twenties by 2012 and a cost of equity of 13.5%, implies 
50% upside, based on a 20x target earnings multiple.  Even though the group has proved to be counter-cyclical thus far, given the uncertainly 
surrounding the student lending environment and unemployment, we believe investors should focus on the relative valuation.     
 
Comparable Financial Analysis 

IPO and Key Peers FY Sales GM % EBITDA % EBIT % Net %
Debt-to-
Capital MRQ Growth

SG&A-to-
Sales

Grand Canyon Education Dec $140.5 65.5% 12.7% 9.9% 5.9% 42.2% 61% 56%

American Public Education Dec  96.9 58.6% 28.8% 23.3% 14.6% 0.0% 56% 31%

Capella Education Dec  260.5 55.2% 20.6% 14.0% 10.3% 0.0% 17% 41%

Strayer Education Dec  371.1 66.4% 36.8% 31.4% 20.5% 0.0% 25% 35%

Apollo Group Aug  3,140.9 56.4% 28.1% 23.9% 15.2% 18.8% 16% 32%

ITT Educational Services Dec  966.0 61.6% 34.3% 31.4% 19.5% 53.3% 17% 30%

DeVry Inc Jun  1,145.2 54.4% 19.4% 15.3% 11.7% 17.2% 21% 39%

Corinthian Colleges Jun  1,110.7 41.0% 9.6% 4.4% 2.2% 11.2% 18% 36%

Career Education Dec  1,716.1 61.6% 9.4% 3.9% 2.2% 1.3% -5% 52%

Learning Tree International Oct  181.3 57.6% 13.9% 9.8% 7.6% 0.0% 0% 43%

Lincoln Educational Services Dec  359.9 58.6% 14.2% 8.7% 4.7% 5.8% 16% 50%

Group Average     57.1% 21.5% 16.6% 10.8% 10.8% 18% 39%
Note: All dollars are in millions.  All financial metrics are based on LTM data; return metrics are based on forward estimates. 

 
Comparable Valuation Analysis 

   Market Enterprise EV/Sales 
EV-to-

EBITDA P/E LT P/E/G
IPO and Key Peers Ticker Price Value Value 2008 2009 2008 2009 2008 2009 Growth 2009 

Grand Canyon Education LOPE $14.67 $639 $630 4.0x 2.8x 30.6x 13.3x 133.5x 30.6x 35% 0.9x 

American Public Education APEI $39.73 $749 $708 6.7x 4.7x 24.6x 16.8x 48.5x 33.7x 35% 1.0x 

Capella Education CPLA $53.34 $911 $797 2.9x 2.4x 15.2x 12.4x 32.8x 25.9x 26% 1.0x 

Strayer Education STRA $204.17 $2,907 $2,790 7.0x 5.6x 20.3x 16.5x 36.0x 29.1x 19% 1.5x 

Apollo Group APOL $73.53 $12,196 $11,519 3.5x 3.1x 13.4x 11.1x 24.6x 20.0x 15% 1.3x 

ITT Educational Services ESI $84.35 $3,306 $3,169 3.1x 2.7x 9.3x 8.3x 16.9x 14.8x 17% 0.9x 

DeVry Inc DV $53.06 $3,850 $3,822 3.1x 2.4x 16.2x 12.9x 27.4x 21.1x 20% 1.1x 

Corinthian Colleges COCO $15.92 $1,382 $1,406 1.2x 1.1x 12.9x 8.6x 32.5x 20.9x 25% 0.8x 

Career Education CECO $17.92 $1,607 $1,110 0.6x 0.7x 7.0x 6.1x 35.1x 22.7x 12% 1.9x 

Learning Tree International LTRE $9.09 $151 $80 0.4x 0.4x 3.3x 3.1x 11.1x 10.1x 10% 1.0x 

Lincoln Educational Services LINC $13.35 $345 $349 0.9x 0.8x 6.8x 5.9x 18.5x 15.3x 17% 0.9x 

Group Average        3.0x 2.4x 12.9x 10.2x 28.3x 21.4x 20% 1.1x 

Note: All dollars are in millions except for per share amounts.           
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Technical Strength Rating:   Very Strong 

 

Grand Canyon, the first US IPO since Rackspace’s on August 8th, broke the longest IPO drought since the 1970s.  While it was forced to price at a 
heavy discount to its original range, LOPE quickly shot up 33% to reach a high of $16 on November 26 and has remained around that level, 
making it the best performing IPO year-to-date.  The sector has seen positive institutional money flow as investors have chosen to focus on 
company reports of strong enrollment figures, higher-than-expected retention rates and lower advertising costs instead of a tightening student 
funding environment.  The sector has also largely proved to be countercyclical, which has kept investors interested in the space.      
 
   Stock Performance of IPO and its Peer Group 

 

 
 

IPO Performance Data 
IPO Price $12.00
First Day Close $11.85
Current Price $14.67
 
First Day Pop -1%
Aftermarket Return 24%
Total Return 22%
 
Average Trading Volume (30-day) 525,531
 
Days to Lock-Up Release  158
Shares Available for Sale 32,574,650
Percent of Total Shares Outstanding 75% 

 
LOPE vs Key Publicly-Traded Peers vs Index Publicly - Traded Peer Group 

 

 

Key Peers Ticker 
Stock 
Price 

Rel. Price 
Strength 

Inst. Money 
Flow 

American Public Edu. APEI $39.73 Very Strong Very Weak 
Capella Education CPLA $53.34 Very Strong Very Strong
Strayer Education STRA $204.17 Very Strong Neutral 
Apollo Group APOL $73.53 Very Strong Strong 
ITT Educational ESI $84.35 Very Strong Strong 
DeVry Inc DV $53.06 Very Strong Strong 
Corinthian Colleges COCO $15.92 Very Strong Very Strong
Career Education CECO $17.92 Very Strong Strong 
Learning Tree Int’l LTRE $9.09 Strong Strong 
Lincoln Educational LINC $13.35 Very Strong Strong 

Stock prices as of 12/11/08. 
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About Renaissance Capital 
 

Renaissance Capital, located in Greenwich, Connecticut, was founded in 1991 with the goal of providing Wall Street quality 
research services covering newly public companies.  We believe newly public companies are the most neglected category of 
research coverage.  
 
When the three founders met in the late 1970s at the Wharton Business School while getting MBAs, they didn’t imagine that, 
one day, they would be working together.  After Wharton, they all went to work at leading Wall Street firms doing investment 
research, portfolio management, investment banking, and helping young companies raise money by doing initial public 
offerings.  
 
In creating Renaissance Capital Research, the founders incorporated the best practices used by investment professionals.  This 
research, which has been provided to institutional money managers for over a decade, has been carefully crafted to meet the 
needs of individual investors.  Renaissance Capital’s research helps to level the playing field for the individual investor in what 
has historically been a market for professional investors. 

 
 

Important Disclosures 
 
 

Renaissance Capital Rating Distribution 
 
Renaissance Capital LLC’s (RC) composite investment ratings fall into three categories: Outperform (15 to 20), 
Marketperform (10 to 14) and Underperform (4 to 9).  These categories are defined as follows: Above Average: the subject 
company is expected to perform better than the relevant broad market benchmark over the next 3 months.  Average: the subject 
company is expected to perform in-line with the relevant broad market benchmark over the next 3 months.  Below Average: the 
subject company is expected to perform below the relevant broad market benchmark over the next 3 months. 
 
For purposes of NASD/NYSE disclosure rules, our Outperform rating most closely corresponds to a buy recommendation; our 
Marketperform rating most closely corresponds to a hold/neutral rating; and our Underperform rating most closely 
corresponds to a sell rating.  However Above Average, Average and Below Average are not the same as buy, hold/neutral and 
sell ratings, as our stock ratings are determined on a relative basis.  An investor’s decision to buy or sell a stock should depend 
on individual circumstances and risk tolerance.  For the year 2007, the distribution of RC’s research opinions were as follows:  
 
 

 
Outperform 26% 

Marketperform 69% 

Underperform 5% 
 
 

RC does not have an investment banking operation, or have investment banking relationships with any of the companies it researches, 
therefore no distribution of research ratings by investment banking clients are shown above. 
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Historical Recommendations and Price  
 
The following table details the history of all RC's research recommendations on  since its initial public offering.  Note that RC 
does not provide price targets. 
 

 
 

Firm Certifications  
 
RC’s research team is responsible for the rating and recommendation expressed herein.  Each member of the research team 
responsible for this report has certified to RC that the views expressed herein accurately reflect his or her personal views about 
the subject securities and issuer.  Accordingly, RC certifies that the recommendation, rating and views expressed herein 
represent the personal views of each member of the research team.  Further, no member of the research team was, is or will be 
paid compensation directly related to the specific recommendation, rating or views expressed herein.   
 
RC is a registered investment adviser providing portfolio management services to a diversified mutual fund, the IPO Plus 
Aftermarket Fund (the “Fund”), which is registered as an investment company with the Securities and Exchange Commission.  
The Fund may take positions that are contrary to recommendations expressed in a public research report published by RC.  
Also, the Fund may invest to a limited extent in the securities of public companies that are the subject of a research report 
published by RC.  As a diversified mutual fund, the Fund is limited to investing no greater than 5% of Fund assets in the shares 
of any one issuer.  As of the date of this report, the Fund does not beneficially own 1% or more of the securities of the issuer 
subject to this report.   
 
Members of the research team are compensated primarily from firm revenue on the basis of several factors, including quality of 
research, client feedback, stock picking, competitive factors and overall revenues of RC consisting of fees from research and 
money management.  Members of the research team may also receive, as one aspect of overall compensation, benefits from a 
compensation program based upon an increase in the net asset value of the Fund. Although members of RC’s research team 
(and their households) are prohibited from making direct investments in the securities about which they report, research 
personnel are permitted to invest in the Fund.  While the Fund is limited in the amount it can invest in a single stock, 
compensation tied to the Fund or the performance of an investment in the Fund, could indirectly influence a recommendation or 
rating on such a stock expressed in the report.   
 
In as much as neither RC nor any affiliate has investment banking functions, no research personnel are compensated directly 
or indirectly from investment banking revenue. 
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Other Important Disclosures 
 
This report is for the general information of clients of RC.  Any unauthorized use or disclosure is prohibited.  No part of this 
report may be (i) copied, photocopied, or duplicated in any form by any means or (ii) redistributed without RC’s prior written 
permission.  The information contained in this report was obtained from various sources believed to be reliable; however we do 
not guarantee its accuracy or completeness.  All trademarks, service marks and logos used in this report are trademarks or 
service marks or registered trademarks of RC. 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction where distribution, publication, availability or use would be contrary to 
law or regulation or which would subject RC or its affiliates to any registration or licensing requirement within such jurisdiction.  
This report may discuss numerous securities, some of which may not be qualified for sale in certain states and may, therefore, 
not be offered to investors in such states. 
 
Neither the information contained in this report nor any opinion expressed herein constitutes an offer, or an invitation to make an 
offer, to buy or sell any securities.  Opinions expressed herein reflect the opinion of RC as of the date of this report and are 
subject to change without notice.  RC has no obligation to update, modify or amend this report or to otherwise notify a reader 
thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or 
subsequently becomes inaccurate, or if research on the subject company is withdrawn.  This report has been prepared as of the 
date indicated and may become unreliable for various reasons including, but not limited to, changes in market or economic 
circumstances. RC is not soliciting any action based on this material.  The recommendation and rating herein do not constitute a 
personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual 
clients.  Before acting on any advice or recommendation in this material, clients should consider whether it is suitable for their 
particular circumstances and, if necessary, seek professional advice. This report is being furnished for informational purposes 
only and on the condition that it will not form a primary basis for any investment decision. Investors should consider this report 
as only a single factor in making their investment decision. By virtue of this report, neither RC nor any of its employees shall be 
responsible for any investment decision. Each investor must make its own determination of the appropriateness of an 
investment in any securities referred to herein based on the legal, tax, and accounting considerations applicable to such 
investor and its own investment strategy. The price and value of the investments referred to in this material and the income from 
them may go down as well as go up, and investors may realize losses on any investments.   
 
Some of the companies mentioned in this report may have a high level of volatility.  High volatility investments may experience 
sudden and large falls in their value causing losses when that investment is realized.  Prices and availability of financial 
instruments are subject to change without notice. In addition, income from an investment may fluctuate and the price or value of 
financial instruments described in this report, either directly or indirectly, may rise or fall. Past performance is not a guide to 
future performance.  Future returns are not guaranteed, and a loss of original capital may occur.  RC does not provide tax 
advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment.  
Certain transactions - including investments in initial public offerings and other equities - give rise to substantial risk and are not 
suitable for all investors.  RC may have issued, and may in the future issue, other reports that are inconsistent with, and reach 
different conclusions from, the information presented in this report. Each report reflects the different assumptions, views and 
analytical methods of the analysts who prepared, or will prepare, them and RC is under no obligation to ensure that such other 
reports are brought to the attention of any recipient of this report. RC accepts no liability for loss arising from the use of the 
material presented in this report, except that this exclusion of liability does not apply to the extent that liability arises under 
specific statutes or regulations applicable to RC. 
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This research report contains both fundamental and technical analysis.  Technical analysis is generally based on the study of 
trading volumes and price movements in an attempt to identify and project price trends.  Technical analysis, taken alone, does 
not consider the fundamentals of the underlying corporate issuer and may indicate an investment opinion that conflicts with the 
conclusions derived from an opinion based solely on fundamental analysis.   
 
Neither RC, its affiliates (other than the Fund), officers, directors, and employees, including persons involved in the preparation 
of this report, have long or short positions in the companies mentioned herein.  RC is affiliated with a broker-dealer that 
introduces soft dollar trades on behalf of its institutional clients who purchase research from RC. To the extent technologically 
feasible, all clients of RC receive this report at the same time.  RC does not have any investment banking operations or 
individual brokerage accounts.   
 
This report may provide the addresses of, or contain hyperlinks to, websites.  Except to the extent to which the report refers to 
RC’s own website material, RC has not reviewed the linked site and takes no responsibility for the content contained therein.  
Such address or hyperlink (including addresses or hyperlinks to RC’s own website material) is provided solely for your 
convenience and information and the content of the linked site does not in any way form part of this report.  Accessing such 
website or following such link through this report or RC’s website shall be at your own risk.   
 
TO THE EXTENT PERMITTED BY LAW, RC SHALL NOT BE LIABLE FOR ANY DAMAGES SUFFERED OR INCURRED BY 
ANY PERSON OR ENTITY ARISING OUT OF ANY INACCURACIES, ERRORS OR OMISSIONS IN ANY REPORT 
PROVIDED BY RC. THERE ARE NO WARRANTIES, CONDITIONS, GUARANTIES OR REPRESENTATIONS AS TO 
MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE, OR OTHER WARRANTIES, CONDITIONS, GUARANTIES 
OR REPRESENTATIONS, WHETHER EXPRESS OR IMPLIED, IN LAW OR IN FACT, ORAL OR IN WRITING.  WITHOUT 
LIMITING THE FOREGOING, THERE IS NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE 
REPORTS. 
 
RC WILL NOT BE LIABLE UNDER ANY CIRCUMSTANCES FOR ANY CONSEQUENTIAL, INCIDENTAL, SPECIAL OR 
INDIRECT DAMAGES EVEN IF ADVISED OF THE POSSIBILITY OF SUCH DAMAGES. THIS INCLUDES, BUT IS NOT 
LIMITED TO, CLAIMS FOR LOST PROFITS, TRADING LOSSES AND DAMAGES THAT MAY RESULT FROM THE USE, 
INCONVENIENCE, DELAY OR LOSS OF USE OF ANY REPORT PROVIDED BY RC OR FOR OMISSIONS OR 
INACCURACIES IN ANY SUCH REPORT. AS A CONDITION TO ACCESSING OR RECEIVING THE REPORT, YOU 
EXPRESSLY AGREE TO WAIVE ANY CLAIM YOU MAY HAVE AGAINST RC, ANY INFORMATION PROVIDER, RESEARCH 
PROVIDER, OR ANY OTHER PERSONS INVOLVED IN TRANSMITTING ANY INFORMATION RC MAKES AVAILABLE TO 
YOU. 
 
TO THE MAXIMUM EXTENT PERMITTED BY LAW, ANY AND ALL IMPLIED WARRANTIES ARISING FROM TRADE 
USAGE, COURSE OF DEALING, OR COURSE OF PERFORMANCE, AND ANY AND ALL IMPLIED WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR USE OR PURPOSE, ARE EXPRESSLY EXCLUDED AND 
DISCLAIMED, AND RC SHALL HAVE NO LIABILITY FOR THE ACCURACY OF, OR FOR DELAYS OR OMISSIONS IN, ANY 
OF THE INFORMATION PROVIDED BY RC. 
 
Recipients of this report should seek the advice of their independent financial advisor prior to making any investment decision 
based on this report or for any necessary explanation of its contents.  
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