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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended March 28, 2008

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 0-27248

Learning Tree International, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 95-3133814
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
1805 Library Street, Reston, VA 20190
(Address of principal executive offices) (Zip Code)

703-709-9119

(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. x Yes ~ No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act. (Check
one):

Large accelerated filer © Accelerated filer x Non-accelerated filer © Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). ~ Yes x No

The number of shares of common stock, $.0001 par value, outstanding as of May 1, 2008 was 16,557,075.
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PARTI FINANCIAL INFORMATION

Item 1.

Assets

Current Assets:

Cash and cash equivalents

Available for sale securities

Trade accounts receivable, net

Prepaid marketing

Prepaid expenses and other current assets
Prepaid income taxes

Income tax receivable

Total current assets

Depreciable assets:

Education and office equipment
Transportation equipment

Property and leasehold improvements

FINANCIAL STATEMENTS
LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

Unaudited

Less: accumulated depreciation and amortization

Available for sale securities

Restricted interest-bearing investments
Deferred income taxes

Other assets

Total assets

Liabilities

Current Liabilities:

Trade accounts payable

Other accrued liabilities

Income taxes payable

Current portion of deferred facilities rent
Deferred revenues

Deferred income taxes

Total current liabilities
Deferred facilities rent

Table of Contents

March 28,
2008

$ 56,620
2,225
20,333
602

8,453
1,444
3,590

93,267

47,738
235
28,786

76,759
(50,597)

26,162
26,275
11,450
13,138

2,562

$ 172,854

$ 10,497
9,286

417

1,011
51,839
314

73,364
5,972

September 28,
2007

$ 49,732
38,775
19,398

473
8,161
98
4,224

120,861

44,391
191
28,593

73,175
(48,210)

24,965

11,654
4,705
1,791

$ 163,976

$ 12,785
9,321

3,633

900

50,216

69

76,924
6,074
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Deferred income taxes 267
Asset retirement obligations 3,513
Noncurrent tax liabilities 8,108
Total liabilities 91,224

COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS EQUITY
Common Stock, $.0001 par value; 75,000,000 shares authorized; 16,557,075 and 16,534,222 issued and

outstanding, respectively 2
Additional paid-in capital 3,001
Accumulated other comprehensive income 1,171
Retained earnings 77,456
Total stockholders equity 81,630
Total liabilities and stockholders equity $ 172,854

The accompanying notes are an integral part of these consolidated financial statements.
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2
2,128
3,622
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LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues
Cost of revenues

Gross profit

Operating expenses:
Course development

Sales and marketing
General and administrative

Income from operations

Other income (expense):
Interest income, net

Foreign exchange gains (losses)
Other, net

Income before provision for income taxes
Provision for income taxes

Net income

Earnings per share:
Income per common share - basic

Income per common share - diluted

Weighted average shares outstanding:
Weighted average shares - basic

Weighted average shares - diluted

Comprehensive income:
Net income

Temporary impairment of auction rate securities

Foreign currency translation adjustments

Comprehensive income (loss)

(in thousands, except per share data)

Unaudited

Three months ended
March 30, 2007

March 28, 2008

$ 39,236
17,709

21,527

2,574
10,519
7,745

20,838

689

1,081
327
110

1,518

2,207
874

$ 1,333

$ 0.08

$ 0.08

16,518

16,563

$ 1,333

(2,604)

333

$ (938)

$

$

37,631
17,235

20,396

1,911
9,985
7,456

19,352

1,044

944
¥

(43)

893

1,937
790

1,147

0.07

0.07

16,496

16,496

1,147

75

1,222

Six months ended
March 30, 2007

March 28, 2008

$90,126
38,040

52,086

4,646
21,062
17,211

42,919

9,167

2,264
3)
178

2,439

11,606
4,378

$ 7,228

$ 044

$ 044

16,513

16,569

$ 7,228
(2,604)
153

$ 4,777

The accompanying notes are an integral part of these consolidated financial statements.
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$

80,345
35,587

44,758

3,784
19,289
14,546

37,619

7,139

1,870
56
158

2,084

9,223
3,771

5,452

0.33

0.33

16,496

16,496

5,452

464

5,916
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LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Unaudited

Cash flows - operating activities

Net Income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

Share based compensation

Deferred income taxes

Provision for doubtful accounts

Accretion on asset retirement obligations

(Gain) loss on disposal of equipment and leasehold improvements
Gain on liquidation of Investment in Rasmussen College (formerly Collegis, Inc.)
Unrealized foreign exchange losses

Changes in operating assets and liabilities:

Trade accounts receivable

Prepaid marketing expenses

Prepaid expenses and other assets

Income tax receivable / payable

Trade accounts payable

Deferred revenues

Deferred facilities rent

Asset retirement obligations

Other accrued liabilities

Net cash provided by operating activities

Cash flows - investing activities:

Purchases of available for sale securities

Sales of available for sale securities

Liquidation of Investment in Rasmussen College (formerly Collegis, Inc.)
Purchases of equipment, property and leasehold improvements

Proceeds from equipment, property and leasehold improvements

Net cash provided by (used in) investing activities
Effects of exchange rate changes on cash and cash equivalents

Net increase in cash and equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

The accompanying notes are an integral part of these consolidated financial statements.
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Six months ended

March 28,
2008

$ 7,228

3,252
873
(923)

3

110
(1
92)

155

(486)
(124)
(1,005)
(2.777)
(2.,466)
1,654
31

(63)
(679)

4,690
(8,850)
14,825

92
(4,380)

1

1,688

510

6,888
49,732

$ 56,620

March 30,
2007

$ 5,452

3,122
373
19

19
147
271

(418)

54

1,338

362

1,159
(655)
(3,143)
(558)
(N
(1,188)
(55

6,292
(5,275)
1,500

418
(2,012)

37
(5,332)

359

1,319
44,401

$ 45,720
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LEARNING TREE INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except per share data)
Unaudited
NOTE 1 BASIS OF PRESENTATION

The accompanying unaudited interim condensed consolidated financial statements of Learning Tree International, Inc. and our subsidiaries have
been prepared pursuant to the rules and regulations of the Securities and Exchange Commission for quarterly reports on Form 10-Q and,
therefore, omit or condense certain note disclosures and other information required by accounting principles generally accepted in the United
States of America for complete financial statements. These financial statements should therefore be read in conjunction with the audited
consolidated financial statements and accompanying notes for the year ended September 28, 2007 included in our Annual Report on Form 10-K.

We use the 52/53-week fiscal year method to better align our external financial reporting with the way we operate our business. Under this
method, each fiscal quarter ends on the Friday closest to the end of the calendar quarter. Accordingly, our second fiscal quarter this year ended
on March 28, 2008, while the second quarter of our prior fiscal year ended on March 30, 2007.

In the opinion of management, the accompanying unaudited condensed consolidated financial statements reflect all adjustments, which are only
of a normal recurring nature, considered necessary to present fairly our financial position as of March 28, 2008 and our results of operations for
the three months and six months ended March 28, 2008 and March 30, 2007, and our cash flows for the six months ended March 28, 2008 and
March 30, 2007. Certain prior period amounts have been reclassified to conform to the current period presentation.

NOTE2 STOCK-BASED COMPENSATION

Stock-based compensation expense related to employee stock options and restricted stock grants of $0.4 million and $0.9 million was included
in cost of revenues and operating expenses consistent with the related employee salary costs during the three months and six months ended
March 28, 2008, respectively. This compares to stock-based compensation expense of $0.2 million and $0.4 million for employee stock options
for the three months and six months ended March 30, 2007, respectively.

NOTE 3 ASSET RETIREMENT OBLIGATIONS

We account for asset retirement obligation ( ARO ) liabilities in accordance with SFAS No. 143, Accounting for Asset Retirement Obligations
( FAS 143 ). We also considered the guidance in FASB Interpretation No. 47, Accounting for Conditional Asset Retirement Obligations. The
following table presents the activity for the ARO liabilities, which are primarily related to the restoration of classroom facilities in our Learning
Tree Education Centers:

Six months ended Year ended

March 28, 2008 September 28, 2007
ARO balance, beginning of period $ 3,523 $ 4,174
Liabilities incurred 23 275
Accretion expense 110 291
Liabilities satisfied (1,832)
Revisions in expected cash flows (86) 351
Foreign currency translation (57) 264
ARO balance, end of period $ 3,513 $ 3,523

NOTE 4 EARNINGS PER SHARE

Table of Contents 10
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Basic earnings per share is computed by dividing net income by the weighted average number of common shares outstanding during the
reporting period. Diluted earnings per share is computed similarly to basic earnings per share except that the weighted average shares
outstanding are increased to include common stock equivalents, when their effect is dilutive.

Approximately 136 and 534 stock options were excluded from the computations of diluted earnings per share for the three months and six
months ended March 28, 2008, respectively, because their effect would not have been dilutive. Approximately 892 stock options were excluded
from the computations of diluted earnings per share for the three months and six months ended March 30, 2007. The computations for basic and
diluted earnings per share are as follows:

Three months ended Six months ended
March 28, March 30, March 28, March 30,
2008 2007 2008 2007
Numerator:
Net income $ 1,333 $ 1,147 $ 7,228 $ 5452
Denominator:
Weighted average shares outstanding
Basic 16,518 16,496 16,513 16,496
Effect of dilutive securities 45 56
Diluted 16,563 16,496 16,569 16,496
Income per common share - basic $ 0.08 $ 007 $ 044 $ 033
Income per common share - diluted $ 0.08 $ 007 $ 044 $ 033

Table of Contents 11
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NOTE 5 INCOME TAXES

The income tax provision used in the first six months of fiscal year 2008 reflects a 37.7% effective annual tax rate, which approximates our
expected fiscal year 2008 full year effective tax rate, taking into consideration all projected permanent differences. The income tax provision
used in the first six months of fiscal year 2007 reflected a 40.9% effective tax rate.

In July 2006, the Financial Accounting Standards Board issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes ( FIN 48 ). FIN
48 clarifies the accounting for income taxes by prescribing the minimum recognition threshold a tax position is required to meet before being
recognized in the financial statements and applies to all tax positions related to income taxes subject to Financial Accounting Standards Board
Statement No. 109, Accounting for Income Taxes. FIN 48 is effective for fiscal years beginning after December 15, 2006.

As of the beginning of fiscal year 2008, we adopted FIN 48. The cumulative effect of the adoption was a $1.2 million reduction to retained
earnings. As of the date of adoption, the amount of unrecognized tax benefits was $1.4 million, all of which would have an impact on our
effective tax rate if recognized. Our continuing practice is to recognize interest and penalties related to income tax matters in income tax
expense. As of the date of adoption, we had $0.6 million accrued for interest and $0.6 million accrued for penalties. We do not anticipate any
significant changes in the amount of unrecognized tax benefits during the next 12 months.

We file income tax returns in the United States and various state, local, and foreign jurisdictions, and remain subject to examinations by these
jurisdictions for fiscal years 2003 through 2007.

NOTE 6 COMMITMENTS AND CONTINGENCIES
Contingencies

Since 1996, we have sold Training Passports and Vouchers to the United States Government under terms similar to those sold to our commercial
customers. The Government has asserted that the expiration and prepayment terms of those programs violate the terms of our GSA contract. We
do not agree and are continuing discussions with the Government concerning the extent and amount of any liability. If we were to refund all
unused amounts on the expired passports and vouchers involved based on our standard refund processes, we believe that the amount involved
(including interest since the date of each expiration) would be approximately $4 million. The Government has not filed a claim on this matter
nor has it specified potential damages; however, in the event that the Government were to file a claim on this matter, under certain legal theories
the Government could seek an award of up to treble damages and other penalties.

NOTE7 SEGMENT REPORTING

Our worldwide operations involve the design and delivery of instructor-led classroom training courses and related services to multinational
companies and government entities. The training and education we offer is presented in an identical manner in every country in which we
operate. Our instructors present our courses in a virtually identical fashion worldwide, regardless of whether presented in leased classroom space
or external facilities, the content of the class being taught or the location or method of distribution. We did not have sales to any single customer
that amounted to 10% or more of our revenues in the first six months of fiscal years 2008 or 2007.

Table of Contents 12
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We conduct and manage our business globally and have reportable segments that operate in six countries: the United States, Canada, the United

Kingdom, France, Sweden and Japan.

Summarized financial information by country for the second fiscal quarter and first six months of fiscal years 2008 and 2007, is as follows:

NOTE 8 AVAILABLE FOR SALE SECURITIES

Revenues:
United States
Canada

United Kingdom
France

Sweden

Japan

Total

Gross profit:
United States
Canada

United Kingdom
France

Sweden

Japan

Total

Total assets:
United States
Canada

United Kingdom
France

Sweden

Japan

Total

Three months ended

March 28,
2008

$ 16,096
5,398
11,241
3,320
2,614
567

$ 39,236

$ 7,935
3,599
6,238
1,757
1,668

330

$ 21,527

$ 96,977
17,470
36,316

9,379
9,653
3,059

$ 172,854

March 30,
2007

$ 15,837
4,391
10,932
3,372
2,445

654

$ 37,631

$ 8220
2,901
6,189
1,385
1,269

432

$ 20,396

$ 77,876
11,989
34,701

6,865
7,040
1,010

$ 139,481

Six months ended

March 28,

2008

$37,910
10,790
23,830
9,751
6,282
1,563

$90,126

$20,423
7,192
13,393
5,844
4,223
1,011

$52,086

March 30,
2007

$ 33,536
8,699
21,515
9,719
5,511
1,365

$ 80,345

$ 17,663
5,660
12,033
5,252
3,243

907

$ 44,758

At March 28, 2008, we had $32.8 million in face value of auction rate securities (ARS). This compares to $38.8 million in ARS at
September 28, 2007. Our ARS are long-term debt instruments backed by municipal bonds and student loans. All of our ARS had credit ratings

of AAA or AA when purchased. None of our ARS are mortgage-backed debt. Historically, our ARS have been highly liquid, using a Dutch

auction process that resets the applicable interest rates every 7, 28 or 35 days to provide liquidity at par. However, as a result of liquidity issues
experienced in the global credit and capital markets, the auctions for all of our remaining ARS since February 11, 2008 have failed. The failures

of these auctions do not affect the value of the collateral underlying the ARS and we will continue to earn and receive interest at contractually
set rates. We can finance our operations even if our ARS investments were to be illiquid for an extended period of time.

There have been no defaults of the underlying collateral and interest continues to be paid at the contractual rate and in a timely manner.
Subsequent to the end of the second fiscal quarter on March 28, 2008, $2.2 million of the ARS were redeemed at par by the issuers. These

securities are classified as current assets as of March 28, 2008. Because we have been unable to liquidate the remaining $26.3 million of ARS,

and because of continued liquidity issues in the global credit and capital markets, we have classified these ARS as non-current assets as of

March 28, 2008.

Table of Contents
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Based on a valuation performed by an independent expert, we have concluded there was a temporary impairment in the fair value of our auction
rate securities of $4.3 million at March 28, 2008. Because we believe we will be able to redeem these securities at par in the foreseeable future,
we do not consider the impairment to be other than temporary or permanent. We recorded a reduction of $2.6 million on an after-tax basis for
the impairment of the auction rate securities to Other Comprehensive Income for the second quarter of 2008.
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Item 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion and analysis is provided to increase the understanding of, and should be read in conjunction with, our unaudited
condensed consolidated financial statements and notes included in this Quarterly Report on Form 10-Q and our consolidated financial statements
and notes in our Annual Report on Form 10-K for the year ended September 28, 2007 (our 2007 10-K ). We use the terms we, our, and us
to Learning Tree International, Inc. and our subsidiaries.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934. You can find many (but not all) of these statements by looking for words such as approximates,  believes,

expects,  anticipates,  estimates, intends, plans would, may or other similar expressions in this report. We claim the
protection of the safe harbor contained in the Private Securities Litigation Reform Act of 1995. We caution investors that any forward-looking
statements presented in this report, or which management may make orally or in writing from time to time, are based on the beliefs of,
assumptions made by, and information currently available to management. Such statements are based on assumptions and the actual outcome
will be affected by known and unknown risks, trends, uncertainties and factors that are beyond our control. Although we believe that our
assumptions are reasonable, they are not guarantees of future performance and some will inevitably prove to be incorrect. As a result, our
actual future results may differ from our expectations, and those differences may be material. We are not undertaking any obligation to update
any forward-looking statements. Accordingly, investors should use caution in relying on past forward-looking statements, which are based on
known results and trends at the time they are made, to anticipate future results or trends.

Some of the risks and uncertainties that may cause our actual results, performance or achievements to differ materially from those expressed or
implied by forward-looking statements include the following: risks associated with the timely development, introduction, and customer
acceptance of Learning Tree s courses; competition, international operations, including currency fluctuations; changing economic and market
conditions; technology development and new technology introduction; efficient delivery and scheduling of Learning Tree s courses; adverse
weather conditions, strikes, acts of war or terrorism and other external events; and attracting and retaining qualified personnel. Please refer to
the risk factors under Item 1A. Risk Factors beginning on page 10 and elsewhere in our 2007 Annual Report on Form 10-K, as well as in our
other filings with the Securities and Exchange Commission.

The risks included in our filings are not exhaustive, and additional factors could adversely affect our business and financial performance. We
operate in a very competitive and rapidly changing environment. New risk factors emerge from time to time and it is not possible for
management to predict all such risk factors, nor can it assess the impact of all such risk factors on our business or the extent to which any
factor, or combination of factors, may cause actual results to differ materially from those contained in any forward-looking statements. We do
not undertake and specifically disclaim any obligation to update such forward-looking statements to reflect occurrences or unanticipated events
or circumstances after the date of such statements except as required by law.

OVERVIEW

We are a leading worldwide vendor-independent provider of training to managers and information technology ( IT ) professionals working in
business and government organizations. Since our founding in 1974, we have set the standard for excellence in educating and training managers
and IT professionals from government and commercial customers around the world.

We develop our own proprietary courses to be highly interactive, and incorporate extensive hands-on exercises or case study workshops. Our
vendor-independent IT courses provide participants an unbiased perspective regarding software and hardware products and the ability to
compare and integrate multiple platforms and technologies from various vendors. Our management courses, while addressing core concepts and
theories, focus heavily on providing skills, tools, and technologies that participants can apply immediately upon returning to their jobs. Our
RealityPlus management courses utilize extensive real-world simulations to teach practical management techniques. This innovative,
multi-media methodology provides an environment in which RealityPlus course participants learn entirely by doing. Throughout the courses,
participants gain extensive experience applying new management skills in life-like challenging situations, within the confines of the classroom
and under the guidance of an expert instructor. As a result, RealityPlus course participants achieve greater mastery of effective management
techniques as well as the confidence needed to apply them, and thus return to their jobs both ready and willing to immediately apply their
expanded skills in their workplace.
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Based on their sophistication and quality, all our courses are recommended for one to two semester hours of college credit by the American
Council on Education. We are also a trusted continuing professional education (CPE) provider of the International Information Systems Security
Certification Consortium (ISC)2. In addition, we are on the National Association of State Boards of Accountancy National Registry of CPE
sponsors and are a Registered Education Provider of the Project Management Institute (PMI).

After assessing market need, most of our courses are translated into French, Swedish and Japanese. We offer our proprietary courses through
local operations in the United States, the United Kingdom, France, Canada, Sweden and Japan, and typically generate over half of our revenues
internationally. Each operating subsidiary is staffed by local personnel responsible for the sale and delivery of Learning Tree courses in that
country.

Our instructors are not full time employees; rather, they are practicing professionals who apply the same IT and management skills they teach in
our classrooms as independent consultants or full-time employees elsewhere when they are not teaching. On average, each expert instructor
teaches about 11 courses per year on an as needed basis. This ensures that our instructors stay at the forefront of their respective disciplines, and
also enables us to structure our business so the majority of course delivery costs are variable. In addition to the delivery of our courses in our
state-of-the-art education centers, our infrastructure and logistical capabilities allow us to coordinate, plan and deliver our courses at hotels,
conference facilities and customer sites worldwide.

We continue our tradition of excellence by always seeking to improve our core strengths: expert instructors, proprietary content library,
state-of-the-art classrooms and worldwide course delivery systems. We believe that quality and customer satisfaction remain the underlying
driving forces for our long-term success.

HIGHLIGHTS OF OUR SECOND QUARTER OF FISCAL YEAR 2008

As discussed in more detail throughout our MD&A, for the three months ended March 28, 2008:

Revenues increased to $39.2 million from $37.6 million, an improvement of 4.3% from the same quarter of our prior fiscal year.
Three calendar-related factors reduced the number of days available for training in our second quarter this fiscal year by
approximately 10% compared with the second quarter of fiscal 2007. Because of seasonality effects, the second quarter of our fiscal
year is historically our lowest revenue quarter of our fiscal year;

Gross Profit increased to 54.9% of revenues from 54.2% for the same quarter of our prior fiscal year;

Operating Expenses increased to 53.1% of revenues from 51.4% for the same quarter of our prior fiscal year;

Income from Operations was $0.7 million, a decrease of $0.4 million from the results for the same quarter of our prior fiscal year;

Due to higher interest income, favorable foreign exchange transaction gains and a lower effective tax rate, net income increased to
$1.3 million compared to $1.1 million in our second quarter of fiscal 2007;

The sum of cash and cash equivalents and available for sale securities decreased $3.4 million to $85.1 million at March 28, 2008
compared with September 28, 2007; and

Net working capital (current assets minus current liabilities) decreased $24.0 million at March 28, 2008, compared with
September 28, 2007, and reflects the re-classification of $26.3 million of auction rate securities from current to non current available
for sale securities.
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Because of disruptions in the credit markets, we have recognized a $4.3 million ($2.6 million after tax) temporary impairment of our
auction rate securities. This amount has been recorded in Other Comprehensive Income and does not reduce our reported Net

Income.
As discussed in more detail throughout our MD&A, for the six months ended March 28, 2008:

Revenues increased by $9.8 million, or 12.2% from the results for the same period of our prior fiscal year;

Gross Profit increased to 57.8% of revenues from 55.7% for the same period of our prior fiscal year;

Operating Expenses increased to 47.6% of revenues from 46.8% for the same period of our prior fiscal year;

Income from Operations was $9.2 million, an increase of $2.0 million from the results for the same period of our prior fiscal year;
and

Net income increased by $1.8 million, or 32.6%, from the results for the same period of our prior fiscal year.
RESULTS OF OPERATIONS

The following table summarizes our consolidated statements of operations for the periods indicated expressed as a percentage of revenues:

Three months ended Six months ended
March 28, March 30, March 28, March 30,
2008 2007 2008 2007

Revenues 100.0% 100.0% 100.0% 100.0%
Cost of revenues 45.1% 45.8% 42.2% 44.3%
Gross profit 54.9% 54.2% 57.8% 55.7%
Operating expenses:

Course development 6.6% 5.1% 5.1% 4.7%
Sales and marketing 26.8% 26.5% 23.4% 24.0%
General and administrative 19.7% 19.8% 19.1% 18.1%
Total operating expenses 53.1% 51.4% 47.6% 46.8%
Income from operations 1.8% 2.8% 10.2% 8.9%
Other income (expense), net 3.8% 2.3% 2.7% 2.6%
Income before taxes 5.6% 5.1% 12.9% 11.5%
Income tax provision 2.2% 2.1% 4.9% 4.7%
Net income 3.4% 3.0% 8.0% 6.8%
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THREE AND SIX MONTHS ENDED MARCH 28, 2008 COMPARED WITH MARCH 30, 2007

Revenues. Our revenues for the second quarter of fiscal year 2008 increased by 4.3% compared to the same quarter in fiscal year 2007. The
increase in revenues includes a 4.3% positive effect of changes in foreign exchange rates and a 4.8% increase due to the effect of price increases.
Revenues also benefited 0.3% from higher non-operating revenues, primarily classroom rentals. These increases were partially offset by a
decrease of 5.2% due to a reduction of participants and attendee-days largely attributable to three significant calendar-related factors when
compared to our second quarter of fiscal 2007. These three factors combined to create an effective reduction of approximately 10% in the
number of days available for training in our second quarter this year compared with the prior year. First, in this fiscal year, New Year s Day
occurred on a Tuesday, and we did not hold any class events the first week of January. In fiscal 2007 we were able to hold class events that week
because New Year s Day occurred on a Monday. Second, in this fiscal year, Easter fell in our second quarter, while it fell in our third quarter in
fiscal 2007. Our number of scheduled course events and participants are historically much lower in the week immediately prior to and the week
immediately after Easter. Third, because of our 52/53-week accounting calendar, in this fiscal year revenue from events starting on Monday,
March 31 will be recorded in our third quarter, while all our March revenues were recorded in our second quarter last year. Only the second
factor will have an impact on the number of available days for training in our third quarter because the third factor is balanced by a similar effect
for June 30. The second quarter of our fiscal year is historically our lowest revenue quarter of our fiscal year.

During our second quarter of fiscal year 2008, we provided 73,419 attendee-days of training, versus 77,421 attendee-days in the same quarter in
fiscal year 2007. For management courses during our second quarter of fiscal year 2008, we provided 22,492 attendee-days of training, a 5.9%
decrease from the 23,892 attendee-days in the corresponding period in fiscal year 2007. For technology courses during our second quarter of
fiscal year 2008, we provided 50,927 attendee-days of IT training, a 4.9% decrease from the 53,529 attendee-days in the corresponding period in
fiscal year 2007. The number of attendee-days of training in our second quarter this fiscal year was affected both by the calendar-related
reduction in the number of days available for training and also by a 3.8% reduction in the average number of days per event as a result of an
unusually high proportion of 1- and 2-day onsite course events executed during the quarter. In our second quarter of fiscal 2008, average revenue
per participant was 5.1% higher than in the same quarter of the prior fiscal year due to the positive effect in changes in foreign exchange rates
and partly offset by an increased proportion of participants in shorter course events, which have a lower average revenue per participant than
longer course events.

During our second quarter of fiscal year 2008 we trained 20,343 course participants, a 0.7% decrease from the 20,484 course participants we
trained in the second quarter of the prior year. Average days per event declined from 3.8 days per event in the second quarter of 2007 to 3.6 days
per event in the second quarter of 2008 a decline of 4.7% due primarily to an increase in the number of one- and two-day onsite courses.

Our revenues for the six months ended March 28, 2008 increased by 12.2% compared to the same period in fiscal year 2007. The increase in
revenues includes a 5.5% positive effect of changes in foreign exchange rates and a 4.4% increase due to the effect of price increases. Revenues
also benefited by 0.6% from higher non-operating revenues, primarily classroom rentals. Revenues benefited 1.8% due to an increase in attendee
days. During the six months ended March 28, 2008, we provided 170,725 attendee-days of training, versus 166,878 attendee-days in the same
period in fiscal year 2007. For management courses during the six months ended March 28, 2008, we provided 53,110 attendee-days of training,
a2.9% increase over the 51,617 attendee-days in the corresponding period in fiscal year 2007. For technology courses during the six months
ended March 28, 2008, we provided 117,615 attendee-days of IT training, a 2.0% increase from the 115,261 attendee-days in the corresponding
period in fiscal year 2007.

Cost of Revenues. Our cost of revenues primarily includes the costs of course instructors and their travel expenses, course materials, payments
to course authors, equipment, freight, classroom facilities and refreshments.

During our second quarter of fiscal year 2008, we presented 1,575 events compared to 1,633 events during the same period in fiscal year 2007.
Our cost of revenues for our second quarter of 2008 was $17.7 million compared to $17.2 million in the same period in fiscal year 2007. Our
cost of revenues as a percentage of our revenues declined to 45.1% for our second quarter of fiscal year 2008 from 45.8% in the same quarter of
the prior year.
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During the first six months of fiscal year 2008, we presented 3,544 events compared to 3,519 events during the same period in fiscal year 2007.
Our cost of revenues for our first six months of 2008 was $38.0 million compared to $35.6 million in the same period in fiscal year 2007. Our
cost of revenues as a percentage of our revenues declined to 42.2% for our second quarter of fiscal year 2008 from 44.3% in the same period of
the prior year.

Changes in exchange rates do not materially affect gross profit percentages since exchange rates have essentially the same impact on both
revenues and cost of revenues in any time period.

The decrease in cost of revenues as a percentage of revenues in our second quarter of fiscal year 2008 reflects an 8.2% increase in average
revenue per event offset by a 6.5% increase in average cost per event. The increase in our average revenue per event, excluding the effect of
exchange rates, is the result of a 3.0% increase in average attendees per event and the increase in average revenue per participant discussed
earlier. The increase in average cost per event principally results from the effect of changes in foreign exchange rates and the fact that our fixed
costs were allocated to fewer events than in the same quarter of the prior year.

The decrease in cost of revenues as a percentage of revenues in the six months ended March 28, 2008 reflects an 11.1% increase in average
revenue per event offset by a 6.1% increase in average cost per event. The increase in our average revenue per event, excluding the effect of
exchange rates, is the result of a 5.8% increase in average attendees per event and the increase in average revenue per participant discussed
earlier. The increase in average cost per event is due primarily to the effect of changes in foreign exchange rates.

Course Development Expenses. We maintain a disciplined process to develop new courses and update our existing courses. Costs incurred in
that process, principally for internal product development staff and for subject matter experts, are expensed when incurred and are included in
course development expenses.

During our second quarter of fiscal year 2008, course development expenses were 6.6% of revenues as compared to 5.1% in our second quarter
of the prior year. Overall spending on course development in the second quarter of fiscal 2008 was $2.6 million, a 34.7% increase over $1.9
million spent on course development in the second quarter of fiscal 2007. Our higher spending in the current fiscal year is principally due to our
strategic initiative to significantly increase the number of course titles we offer. Our increased course development activity during our second
quarter was for work on titles that will be introduced primarily during our third and fourth quarters.

During the first six months of fiscal year 2008, course development expenses were 5.1% of revenues as compared to 4.7% in our first six months
of the prior year. Overall spending on course development in the first six months of fiscal 2008 was $4.6 million, a 22.8% increase over $3.8
million spent on course development in the first six months of fiscal year 2007. The increase in course development expense reflects our plan to
develop twice as many courses in fiscal year 2008 than in fiscal year 2007.

In our second quarter of fiscal 2008, we introduced 2 new IT course titles and 1 new management course title. We did not retire any course titles
in our second quarter. As a result, our library of instructor-led courses numbered 163 titles at the end of our second quarter of fiscal 2008
compared with 159 titles at the same point a year earlier. At the end of our second quarter this year we had 46 management titles in our course
library, the same as at the end of our second quarter in fiscal 2007. Our library of IT titles numbered 117 at the end of our second quarter,
compared to 113 a year earlier.

Sales and Marketing Expenses. Sales and marketing expenses include the cost of designing, producing and distributing direct mail and media
advertisements, distributing marketing e-mails; maintaining and further developing our website; compensation and travel-related costs for sales
and marketing personnel; and the cost of information systems to support these activities. Our sales and marketing expenses, and in particular our
expenditure on course catalogs, is one of our largest expenditures. We have adjusted the market sectors to which we mail our catalogs, and
continue to evaluate additional ways to increase the efficiency of our marketing expenditures by spending less without materially reducing the
response to that marketing, or while increasing the response to that marketing.

Sales and marketing expense in our second quarter was 26.8% of revenues, compared with 26.5% for the same quarter in the prior year. Sales
and marketing expense was $10.5 million in the second fiscal quarter of 2008, compared to $10.0 million during our second quarter of fiscal
2007. The increase in expenditure was principally due to changes in foreign exchange rates, increases in personnel related expenditures and
advertising costs, partly offset by reduced direct marketing expenses as a result of mailing fewer catalogs than in the same period in fiscal 2007.
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Our sales and marketing expenses in our first six months of fiscal 2008 declined to 23.4% from 24.0% in our first six months of fiscal year 2007.
Sales and marketing expenses increased by $1.8 million to $21.1 million for our first six months of fiscal year 2008 from the same period of our
prior year. This increase was primarily attributable to higher employee compensation (in part due to higher commissions on increased sales as
well as increases in other incentive compensation); and one time professional service fees.

General and Administrative Expenses. Our general and administrative expenses for the second quarter of fiscal year 2008 increased by $0.3
million to $7.7 million from $7.4 million in the same period in fiscal year 2007. This represented 19.7% and 19.8% of revenues for our second
quarters of fiscal year 2008 and 2007, respectively. The increase in the second quarter of fiscal year 2008 was primarily due to an increase in
professional service fees of approximately $0.4 million, primarily for legal and accounting fees and an increase in stock compensation expense
of $0.2 million, offset by decreases in employee compensation of $0.2 million and bad debt expense of $0.1 million. Changes in foreign
exchange rates caused general and administrative expenses to be about $0.2 million higher in the second quarter of 2008 as compared to second
quarter 2007.

Our general and administrative expenses for the first six months of fiscal year 2008 increased by $2.6 million to $17.2 million from $14.6
million in the same period in fiscal year 2007. This represented 19.1% and 18.1% of revenues for our first six months of fiscal year 2008 and
2007, respectively. In the first six months of fiscal year 2008 there was an increase in professional service fees of approximately $1.3 million,
partially for tax assistance in conjunction with the implementation of FIN 48 and other financial advisory services. Stock compensation expense
increased by approximately $0.5 million due to grants in the third quarter of fiscal year 2007 and the first and second quarters of fiscal year
2008. Personnel-related expenses increased by approximately $0.3 million for one-time charges related to employee compensation for gains on
expired stock options. We also accrued $0.2 million for unasserted contingencies. Changes in foreign exchange rates caused general and
administrative expenses to be about $0.4 million higher in the first six months of 2008 as compared to the same period in 2007.

Other Income (Expense), Net. Other income (expense), net is primarily comprised of interest income and foreign currency transaction gains
and losses.

During the second quarter of fiscal year 2008, other income, net totaled $1.5 million compared to $0.9 million in the same period of fiscal year
2007. The net increase was primarily due to foreign currency transaction gains of $0.3 million in the second quarter of fiscal year 2008 as
opposed to negligible losses in the second quarter of fiscal year 2007, an increase in interest income of $0.1 million due to higher average cash
balances and to $0.1 million of gains on the disposition of assets.

During the first six months of fiscal year 2008, other income, net totaled $2.4 million compared to $2.1 million in the same period of fiscal year
2007. The net increase was primarily due to an increase of $0.4 million on gains from the disposition of assets and an increase in interest income
of $0.4 million due to higher average cash balances, offset by the reduction in the amount gain from the sale of Rasmussen College stock
reported in the in the first six months of 2007 ($0.4 million) versus the amount of gain recorded in the first six months of 2008 ($0.1 million).
There was a $0.1 million reduction of foreign exchange gains.

Income Taxes. Our income tax provision in the second quarter of fiscal year 2008 increased to $0.9 million from $0.8 million in the second
quarter of fiscal year 2007. Our income tax provision in the first six months of fiscal year 2008 increased to $4.4 million from $3.8 million in the
first six months of fiscal year 2007. The increase in our fiscal year 2008 tax provision was due to an increase in pre-tax income, partially offset
by a reduction in our effective annual tax rate. The income tax provision for our first six months of fiscal year 2008 reflects a 37.7% effective
annual tax rate, compared with the income tax provision used in our first six months of fiscal year 2007 which reflected a 40.9% effective tax
rate.

As of the beginning of fiscal year 2008, we adopted the provisions of FIN 48. The cumulative effect of the adoption was a $1.2 million reduction
to retained earnings. As of the date of adoption, the amount of unrecognized tax benefits was $1.4 million, all of which would impact the
effective rate if recognized. Our continuing practice is to recognize interest and penalties related to income tax matters in income tax expense.
As of the date of adoption, we had $0.6 million accrued for interest and $0.6 million accrued for penalties.

Net Income. Our net income for the quarter ended March 28, 2008 was $1.3 million compared to net income of $1.1 million for the quarter
ended March 30, 2007.

Our net income for the six months ended March 28, 2008 was $7.2 million compared to net income of $5.5 million for the six months ended
March 30, 2007.
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Effects of Foreign Exchange Rates. Although our consolidated financial statements are stated in U.S. dollars, all of our subsidiaries other than
the U.S. have functional currencies other than the U.S. dollar. Gains and losses arising from the translation of the balance sheets of our
subsidiaries from the functional currencies to U.S. dollars are reported as adjustments to stockholders equity. Fluctuations in exchange rates may
also have an effect on our results of operations. Since both revenues and expenses are generally denominated in our subsidiaries local currency,
changes in exchange rates that have an adverse effect on our foreign revenues are partially offset by a favorable effect on our foreign expenses.
The impact of future exchange rates on our results of operations cannot be accurately predicted. To date, we have not sought to hedge the risks
associated with fluctuations in exchange rates and therefore we continue to be subject to such risks. Even if we undertake such hedging
transactions in the future there can be no assurance that any hedging techniques we implement would be successful in eliminating or reducing

the effects of currency fluctuations. See Item 1A in our 2007 10-K.

Recently Issued Accounting Pronouncements.

In July 2006, the Financial Accounting Standards Board issued Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN 48). FIN
48 clarifies the accounting for income taxes by prescribing the minimum recognition threshold a tax position is required to meet before being
recognized in the financial statements and applies to all tax positions related to income taxes subject to Financial Accounting Standards Board
Statement No. 109, Accounting for Income Taxes (FAS 109). We adopted FIN 48 on September 29, 2007 at the beginning of our fiscal year
2008. See note 5 to our Financial Statements, Income Taxes, for further discussion of our income taxes and our adoption of FIN 48.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value Measurements ( SFAS 157 ). SFAS 157
provides a common definition of fair value and establishes a framework to make the measurement of fair value in generally accepted accounting
principles more consistent and comparable. SFAS 157 also requires expanded disclosures to provide information about the extent to which fair
value is used to measure assets and liabilities, the methods and assumptions used to measure fair value, and the effect of fair value measures on
earnings. SFAS 157 will be effective for our fiscal year 2009, although early adoption is permitted. In September 2007, the FASB provided a
one-year deferral for the implementation of SFAS 157 only with regard to nonfinancial assets and liabilities. We are currently assessing the
potential effect of SFAS 157 on our consolidated financial statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities Including an
amendment of FASB Statement No. 115, ( SFAS 159 ). SFAS 159 permits entities to choose to measure many financial instruments and certain
other items at fair value. The objective is to improve financial reporting by providing entities with the opportunity to mitigate volatility in
reported earnings caused by measuring related assets and liabilities differently without having to apply complex hedge accounting provisions.
SFAS 159 will be effective for our fiscal year 2009. We are currently assessing the potential effect of SFAS 159 on our consolidated financial
statements

FLUCTUATIONS IN QUARTERLY RESULTS

Our quarterly results are affected by many factors including the number of weeks during which courses can be conducted in a quarter, the nature
and extent of our marketing, the timing of the introduction of new courses, competitive forces within the markets we serve, the mix of our course
events between IT and management and customer site or education center venues, as well as currency fluctuations.

LIQUIDITY AND CAPITAL RESOURCES

Our primary sources of liquidity include cash and cash equivalents on hand of $56.6 million at March 28, 2008. During the first six months of
fiscal year 2008, the total of our cash and cash equivalents increased by $6.9 million. Current available for sale securities decreased by $36.6
million; reflecting net sales of $6.0 million of these securities during the first six months of fiscal year 2008, and the change in the classification
of $26.3 million to non-current available for sale securities. Due to this reclassification, partly offset by net income and other factors, net
working capital (current assets minus current liabilities) decreased $24.0 million during the same time period.

Cash Flows. Our cash and cash equivalents increased $6.9 million to $56.6 million at March 28, 2008 from $49.7 million at September 28,
2007.
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Six months ended
( in millions)
March 28, March 30,

2008 2007
Cash provided by operating activities $4.7 $ 6.3
Cash provided by (used in) investing activities $1.7 $ (5.3
Cash provided by (used in) financing activities $ $

While net income increased by $1.7 million from $5.5 million in the first six months of fiscal year 2007 to $7.2 million in the first six months of
2008, cash provided by operating activities declined from $6.3 million in the first six months of fiscal year 2007 to $4.7 million in the first six
months of fiscal year 2008. This is due primarily to changes in working capital that used an additional $3.1 million of cash during the first six
months of 2008 as compared to the same period of 2007. Cash provided from investing activities improved $7.0 million during the first six
months of 2008 compared to 2007 due to higher net proceeds from the disposition of available for sale securities partially offset by more
purchases of equipment and other capital assets.

Liquidity. At March 28, 2008 our working capital was $19.9 million, a $24.0 million decrease from our working capital balance at
September 28, 2007. The change in working capital was primarily due the reclassification of $26.3 million of available for sale securities to non
current. Excluding the reclassification of auction rate securities working capital increased by $2.3 million since the end of fiscal year 2007.

We have no outstanding debt or line of credit agreements. We anticipate we will continue to rely primarily on our balance of cash and cash
equivalents on hand and cash flows from operations to finance our operating cash needs. We believe that such funds will be sufficient to satisfy
our anticipated cash requirements for the foreseeable future.

At March 28, 2008, we had $32.8 million in face value of auction rate securities (ARS). This compares to $38.8 million in ARS at

September 28, 2007. Our ARS are long-term debt instruments backed by municipal bonds and student loans. All of our ARS had credit ratings
of AAA or AA when purchased. None of our ARS are mortgage-backed debt. Historically, our ARS have been highly liquid, using a Dutch
auction process that resets the applicable interest rates every 7, 28 or 35 days to provide liquidity at par. However, as a result of liquidity issues
experienced in the global credit and capital markets, the auctions for all of our remaining ARS since February 11, 2008 have failed. The failures
of these auctions do not affect the value of the collateral underlying the ARS and we will continue to earn and receive interest at contractually
set rates. We can finance our operations even if our ARS investments were to be illiquid for an extended period of time.

There have been no defaults of the underlying collateral and interest continues to be paid at the contractual rate and in a timely manner.
Subsequent to the end of the second fiscal quarter on March 28, 2008, $2.2 million of the ARS were redeemed at par by the issuers. These
securities are classified as current assets as of March 28, 2008. Because we have been unable to liquidate the remaining $26.3 million of ARS,
and because of continued liquidity issues in the global credit and capital markets, we have classified these ARS as non-current as of March 28,
2008.

Based on a valuation performed by an independent expert, we have concluded there was a temporary impairment in the fair value of our auction
rate securities of $4.3 million at March 28, 2008. Because we believe we will be able to redeem these securities at par in the foreseeable future,
we do not consider the impairment to be other than temporary or permanent. We recorded a reduction of $2.6 million on an after-tax basis for
the impairment of the auction rate securities to Other Comprehensive Income for the second quarter of 2008.

Capital Requirements. During the six months ended March 28, 2008, we made capital expenditures of $4.4 million for the purchase of
equipment worldwide, mostly computers. We plan to purchase an additional $3.1 million in equipment and other capital assets during fiscal year
2008. Our contractual obligations as of March 28, 2008 are consistent in material respects with our year-end disclosure in Part II, Item 7,
MD&A Capital Requirements of our 2007 10-K.

We have a number of operating leases for our administrative offices and education center classroom facilities located worldwide. These leases
expire at various dates over the next 11 years. In addition to requiring monthly payments for rent, some of the leases contain asset retirement
provisions whereby we are required to return the leased facility back to a specified condition at the expiration of the lease.

CRITICAL ACCOUNTING ESTIMATES AND POLICIES

Management s discussion and analysis of our financial condition and results of operations is based on our unaudited condensed consolidated
financial statements. The preparation of these financial statements is based on the selection of accounting policies
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and the application of significant accounting estimates, some of which require management to make judgments, estimates and assumptions that
affect the amounts reported in the financial statements and notes. We believe some of the more critical estimates and policies that affect our
financial condition and results of operations are in the areas of revenue recognition, operating leases, asset retirement obligations, stock-based
compensation and income taxes. For more information regarding our critical accounting estimates and policies, see Part I, Item 7, MD&A

Critical Accounting Estimates and Policies of our 2007 10-K. We have discussed the application of these critical accounting policies and
estimates with the Audit Committee of our Board of Directors.

GROWTH INITIATIVES

We are excited about our goal of returning to historic levels of growth and profitability, and the initiatives we have undertaken to achieve that
goal. Our growth initiatives aim to increase our revenues and leverage our fixed cost infrastructure with the additional objective of further
increasing our profitability. We believe that these initiatives, which all build on our proven, core business model, will allow us to achieve
significantly increased revenues and improved profitability in the coming years. We have set a target of achieving a revenue run rate of $300
million by the end of fiscal 2010, with operating margins at that time of approximately 18%. We began some of these initiatives late in fiscal
2007, and are continuing to introduce and test other ideas. Here is a brief overview of some of the initiatives we have underway:

1. Increasing the size of our course library. We believe that the market for training managers and IT professionals continues to be
robust and that sufficient demand exists to support a broader and deeper library of Learning Tree courses. Accordingly, we expect to
develop a significantly greater number of new course titles in fiscal year 2008 than in preceding years. Over the past two fiscal years,
we have introduced on average about 27 new course titles per year. In fiscal 2008, we plan to develop and market more than 55 new
titles, most of which will be introduced in our third and fourth quarters of this fiscal year, as well as during our first quarter of fiscal
2009. These new titles will span a wide range of key IT and management subject areas, including Microsoft Windows 2008,
Sharepoint, ITIL, and project management. From fiscal 2008 through fiscal 2010, we plan to introduce an average of more than 50
new titles per year.

2. Increasing the return from our direct marketing expenditures. As we have discussed in past conference calls, we have been applying
sophisticated business intelligence techniques to the selection and evaluation of the market segments we target. While in past
quarters we have primarily realized the benefit of these efforts through reducing our catalog quantities and expenses by eliminating
unprofitable direct mail segments, we have now begun to also use these techniques to define and test new marketing approaches
aimed at increasing our sales from both existing and new customers.

3. Increasing the productivity of our salespeople. To improve in the productivity of our sales activity, we have also begun applying the
same business intelligence techniques that have proven successful in our direct marketing programs to improve the processes by
which we select and prioritize sales leads for our telesales staff.

4.  Introducing blended learning programs. We launched an R&D program this fiscal year to experiment with various blended learning
formats. We believe these can provide our customers the proven benefits of classroom-based, instructor-led learning while adding the
flexibility and potential time savings available through today s on-line learning technologies. We have successfully completed the
delivery of our first blended-learning management course event in which our attendees experience both virtual and real classroom
environments while covering the standard content of a Learning Tree course. In addition, we have begun offering Webinars on
various topics, including the on-line delivery of our RealityPlus management course scenarios.

A discussion of these growth initiatives is contained in the audio+slideshow format company presentation, available on our website at:
www.learningtree.com/investor. This link is provided for information purposes only, and does not incorporate the presentation into this Report.

FUTURE OUTLOOK

Effect of Exchange Rates. Approximately half of our business annually is conducted in currencies other than U.S. dollars and fluctuations in
exchange rates will affect future revenues and expenses when translated into dollars. If recent exchange rates remain constant, we expect to
report a favorable effect of approximately 3% due to changes in foreign exchange rates in our third quarter of fiscal 2008, which will have the
effect of increasing both our revenue and our expenses by that amount compared to the same period in fiscal 2007.
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Third Quarter of Fiscal Year 2008 Revenues. We currently expect to report revenues in our third fiscal quarter ending June 27, 2008 of
between $46.0 million and $48.0 million, compared to $42.7 million in the same quarter of the prior year.

Third Quarter Gross Profit. We expect to report a gross profit percentage in our third quarter of fiscal 2008 of between 57.0% and 58.5%
compared to 57.1% in our third quarter of fiscal 2007.

15

Table of Contents

26



Edgar Filing: LEARNING TREE INTERNATIONAL INC - Form 10-Q

Table of Conten

Third Quarter Operating Expenses. We expect to report overall operating expenses for our third quarter of fiscal 2008 of between $21.0 and
$22.0 million, compared to $19.3 million in the same quarter a year earlier. This increase primarily reflects the effect of changes in foreign
exchange rates, our increased spending on course development, and higher selling expenses compared to our third quarter in fiscal year 2007.
Additionally, our reported operating expenses for our third quarter of fiscal 2007 were understated by approximately $0.5 million which (as
previously disclosed in our fiscal year 2007 10-K) were recorded in our fourth quarter of fiscal year 2007.

Third Quarter Operating Income. As a result of the above factors, we expect to report operating income for our third quarter of fiscal 2008 of
between $4.0 million and $7.0 million, compared with operating income of $5.0 million in the third quarter of our prior year.

Third Quarter Interest Income. We expect to report third quarter interest income of approximately $0.9 million.

Third Quarter Pre-Tax Income. As a result of the above factors, we expect to report pre-tax income for our third quarter of fiscal 2008 of
between $5.0 million and $8.0 million, compared with pre-tax income of $6.0 million in the third quarter of our prior year.

Effective Tax Rate. We estimate that our effective tax rate in our third quarter of fiscal 2008 will be approximately 37.7%.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
For information required by this item see Part II, Item 7A, Quantitative and Qualitative Disclosures About Market Risk of our 2007 10-K. Our
exposures to market risk have not changed materially since September 28, 2007.

As discussed in Note 8 and in the Liquidity and Capital Resources section, we held $32.8 million in auction rate securities at March 28, 2008.
Due to the turmoil in the worldwide credit markets since mid February 2008, we were not able to sell these securities in the scheduled auctions
that occur every 7, 28 or 35 days. Subsequent to March 28, 2008, $2.2 million of the auction rate securities were redeemed at par by their
issuers. There can be no assurance that we would be able to sell our remaining $30.6 million of auction rate securities at par in the unexpected
event that we needed to do so in the near term. However, these auction rate securities are backed by long term debt which, if necessary we have
the ability to hold until maturity.

Item 4. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

As of the end of the period covered by this report, management performed an evaluation, with the participation of our Chief Executive Officer
and Chief Financial Officer, of the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d  15(e) under the
Securities Exchange Act of 1934, as amended). Based on this evaluation, our Chief Executive Officer and Chief Financial Officer have
concluded that our disclosure controls and procedures are effective in ensuring that information required to be disclosed by us in reports filed or
submitted under the Securities Exchange Act of 1934, as amended, (i) is recorded, processed, summarized and reported within the time periods
specified in the Securities and Exchange Commission s rules and forms and (ii) is accumulated and communicated to our management including
our principal executive officer and our principal financial officer, to allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

There have been no changes in our internal controls that occurred during the period covered by this report that we believe have materially
affected or are reasonably likely to materially affect, our internal control over financial reporting.
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PARTII OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS
From time to time, we are involved in litigation incidental to the conduct of our business. As of March 28, 2008, we are not a party to any
lawsuit or proceeding that, in our opinion, is likely to have a material adverse effect on our financial position or results of operations.

Item 1A. RISK FACTORS

There were no material changes from the risk factors set forth in Part I, Item 1A, Risk Factors, of our 2007 10-K for the year ended
September 28, 2007. Please refer to that section of our 2007 10-K for disclosure regarding the risks and uncertainties related to our business. We
do note that, as discussed in Note 8 and in the Liquidity and Capital Resources section, we held $32.8 million in auction rate securities at

March 28, 2008. Due to the turmoil in the worldwide credit markets since mid February 2008, we were not able to sell these securities in the
scheduled auctions that occur every 7, 28, or 35 days. Subsequent to March 28, 2008, $2.2 million of the auction rate securities were redeemed
at par by their issuers. There can be no assurance that we would be able to sell our remaining $30.6 million of auction rate securities at par in the
unexpected event that we needed to do so in the near term.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
None.

Item 3. DEFAULTS UPON SENIOR SECURITIES
None.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None.

Item 5. OTHER INFORMATION
None.

Item 6. EXHIBITS
The exhibits listed in the Exhibit Index are filed as part of this Quarterly Report on Form 10-Q.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

May 6, 2008 LEARNING TREE INTERNATIONAL, INC.

By: /s/ Nicholas R. Schacht
Nicholas R. Schacht
Chief Executive Officer

By: /s/ Charles R. Waldron
Charles R. Waldron
Chief Financial Officer
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EXHIBIT INDEX
Exhibit
Number Description
10.1 Current Report on Form 8-K-Results of Operations and Financial Condition. Filed April 2, 2008, incorporated herein by reference.
31.1 Section 302 Certification of Chief Executive Officer (filed herewith)
31.2 Section 302 Certification of Chief Financial Officer (filed herewith)
32.1 Section 906 Certification of Chief Executive Officer (filed herewith)
322 Section 906 Certification of Chief Financial Officer (filed herewith)
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