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All statements in this Annual Report that are not

historical facts are forward-looking statements

within the meaning of Section 21E of the

Securities Exchange Act of 1934. Such forward-

looking statements may be identified by words

such as “believe,” “intend,” “expect,” “may,”

“could,” “would,” “will,” “should,” “plan,”

“project,” “contemplate,” “anticipate” or similar

statements. Because these statements reflect our

current views concerning future events, these

forward-looking statements are subject to risks

and uncertainties. Our actual results could

differ materially from those anticipated in these

forward-looking statements as a result of many

factors, including, but not limited to, the factors

described under the caption “Risk Factors” in

our Annual Report on Form 10-K that is

included in this Annual Report. We undertake

no obligation to update publicly any forward-

looking statements for any reason, even if new

information becomes available or other events

occur in the future. 



The Princeton Review
Welcome to

John Katzman 
Founder & CEO

Welcome to The Princeton Review:

As this is our first Annual Report, I’d like to

introduce you to our three operating divisions

and to our senior management team. I’ll then

provide a re-cap of our first 10 months as a

public company, and discuss the coming year. 

The Princeton Review helps people master

standardized tests and the university

admissions process. Last year, over two

million students used our courses, books, and

web sites. We worked with almost a thousand

colleges and graduate programs, and with

several thousand K-12 schools.

Our company is organized into three business

units, each of which serves a slightly different

market and customer need. 
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“After working

with my Princeton

Review tutor, I

saw both my

Verbal and Math

scores reach levels

that I didn’t think

were possible.”

Kathleen F.
UC Berkeley

SAT 1-2-1 
Private Tutoring student

Preparation
Test
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Despite the obvious distraction of spending

eighteen months completing our IPO, we

accomplished a great deal in 2001. We

improved the quality of our programs,

increased revenues 58% to $69 million

(through both organic growth and acqui-

sitions), increased our gross margins,

and learned a great deal about selling

to schools. 

Our goals for 2002 are straightforward for

each division to deepen penetration in its

market, and to enter 2003 as a profitable

business.  To do this, we must continue to

gain the trust of, and sales from, schools

and universities. And to reinforce one

another’s efforts, our divisions will con-

tinue to work together to provide a more

seamless user experience. 

Test Preparation When students feel that

we’re competent and caring, they gain

confidence in our techniques and in their

own abilities.  This past year, we raised

both our score improvements and stu-

dent evaluation ratings, and this year, we

recommit to making our programs better.

In a word-of-mouth business, this means

everything.

Overall, the division’s revenues grew 58%

this year to $54 million in revenues.

Organic growth at company-owned sites

was 18%. Driving this growth were our

graduate programs, especially those for

the LSAT and GMAT. 

and 2002 
2001 in Review
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The remainder of the growth occurred through the acquisition of three franchises.  In March, we

bought our largest network, with offices in New Jersey and Boston, and another network in

California.  In June, we bought another large network with offices in Texas, Louisiana,

Oklahoma, New Mexico, and Arizona.  By increasing the company-owned portion of the test

preparation business to 70%, these purchases allow us to better integrate our online and class-

room offerings, and more efficiently coordinate services from various divisions.

These acquisitions have performed well. Although growth in these sites lagged slightly behind

growth in sites we already owned, they exceeded the growth of the franchises that remained

independent. We were able to retain staff and control costs, and expect to buy back more

domestic franchises as the right opportunities arise.  At the same time, however, we plan to

continue franchising abroad. The Tokyo market is already our second largest (behind the

New York City area.)  Most international business schools require the GMAT, and

Singapore universities have recently started accepting the SAT. Our international pres-

ence will continue to grow with the Internet and with the increasing globalization of the

education world. That presence generates brand awareness and growth in U.S. emigrant

communities. 

We have expanded our course offerings to include key professional licensing exams.  In June

2001, we were one of three companies selected by New York City to prepare teachers for its

certification tests.  We have also improved and begun to market our classroom and online

courses for the USMLE.

This year, we are continuing to streamline operations. We will strive to tighten the integration

between our classroom and online courses, and to use our technology to lower costs, increase

score improvements, and further differentiate ourselves from regional tutors and courses. 

Admissions Services. Overall revenues doubled to $8.9 million in 2001.  The division pared its

losses to $7 million in 2001, and we believe is on track to move into profitability this year.

In October, the Admissions Services division acquired the assets of Embark, which had spent

over $70 million building superb technology and developing relationships with hundreds of

secondary schools, colleges and graduate school programs.  The business acquired from

Embark accounted for a large portion of the increase in revenues in this division.  The acquisi-

tion and integration have gone well.  Although we elected to reduce the overall staffing of both

Embark and our admissions division to eliminate overlapping positions, we retained a terrific

group of people and now have a top-notch West Coast operations group. 

We are working hard to impress Embark’s former clients, and expect to expand this client base,

as well as the average account size, in 2002. Students are increasingly comfortable applying

online: at several schools, we generated 150% more electronic applications than we and

Embark had collectively generated in 2000. We expect that we will continue to see notable

increases in electronic applications for the next several years.

2 Outlook
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I have taken other

test prep courses

and I believe that

Princeton Review is

superior because of

the smaller class

size, availability of

the instructors and

more than sufficient

prep material.

Thanks!

Beth Stromstedt
GRE Student



We recently launched our online Financial Center, which helps students find scholarships, finan-

cial aid, and student loans. This final piece of the admissions puzzle is as confusing, stressful,

and critical as any other, and this is quickly becoming a popular part of our service. It happens

to be a good business, too.  Students borrow $41 billion per year from federally-backed and

private sources to pay for school.  As we continue to streamline the entire process, we hope to

position ourselves to gain an additional revenue source by focusing attention on this segment.

Even in the strong economy of the 1990s, high schools cut college counselors; the current

economy is forcing even more severe cuts.  In California, there are now more than 1,000

students assigned to each high school guidance counselor. We expect that all but the

wealthiest schools will continue to cut staffs, leaving students to navigate the admissions

process by themselves. The products, tools and services we sell to secondary schools will

become all the more critical in this environment. 

This year, admissions services will emphasize our strengths--trust among students and parents—

to convince secondary schools, colleges, and graduate schools that we are the provider of

choice. On the product side, we have the stability and resources to keep improving and

strengthening our platform, while on the marketing side, we have direct access to a large and

growing population of the most desirable students. 

K-12 Services. Although divisional revenues increased only 17%, to $6.3 million, this was a break-

through year for K-12 Services.

For years, we have been predicting that state tests would become a more important part of

K-12 education. This was the year that the accountability movement burst onto the front

page. In December, Congress passed the “No Child Left Behind” Act (also known as the

Elementary and Secondary Education Act, or ESEA), which mandated annual testing of

students in grades three through eight, and raised the stakes of those tests for both stu-

dents and educators. 

As noted, in the year and a half that our services have been available, we’ve gone from zero to

1,500 schools.  Included in this number are several districts that have adopted

Homeroom.com on a wide scale. This past fall, the Massachusetts Department of Education

bought a customized, six-week subscription for every 11th grader who failed the MCAS. In

January, the Department of Education renewed the contract, and expanded the program to

include access for every sophomore and junior. 

In our mission to be the leading test preparation solution for high-stakes tests, we have created

partnerships with three great firms.  For the past several years, we have tied McGraw-Hill K-

12 textbooks back to state standards and tests. In August, we started a four-year contract

with Plato Learning, a leading supplemental education provider, to serve as their assessment

module. Finally, over the last year we forged a relationship with LeapFrog, one of the nation’s

leading and most innovative creators of interactive educational toys.  LeapFrog’s new iQuest

handheld devices feature The Princeton Review’s chapter-by-chapter review questions and

outlines for all widely used textbooks. 

“Quite frankly,

this online course

was a lifesaver 

and exceeded all

my expectations. I

would recommend

it to all my

overworked

professional

friends.”

Kristen M. 
GMAT LiveOnline student
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In 2002, we will build on our work. The year has gotten off to a fine start, with contracts in

Cleveland, OH and Birmingham, AL, to work with students in 125 schools. We will continue to

compete for RFPs, with a combination of online, print, and professional development services. 

Our goal is simple; for K-12 Services to enter 2003 as a profitable division with deep, long-term

relationships with schools around the United States.

The End of the SAT

The University of California continues to weigh changes to its admissions testing requirements.

This is a slow process, targeting the class of 2006, but we believe that these conversations

may lead towards replacement of the SAT. 

This change is what The Princeton Review has advocated for the past fifteen years.  As states

focus ever more closely on what K-12 students have actually learned, college admissions test-

ing should move away from discredited notions like “aptitude” and towards tests of content

like California’s Golden State exam. With almost 70% of US high school graduates going on

to college, it’s too expensive to have one set of tests to measure if students have learned

enough to graduate, and another set to see if they are ready for college.

Whatever the test, students will still want to attend the top colleges, and the change itself will

lead them to the most trusted prep providers.  Furthermore, we do a great job of preparing

students for content-based tests (our students raise their combined Math and English SAT II

scores by over 200 points.)

In the end, when the SAT is replaced by the successors to current state graduation tests, the line

between supplemental education providers and test preparation companies will blur, and we

believe that we’ll be the most effective, best branded supplemental provider around.

Conclusion

I hope this has given you a better understanding of The Princeton Review, and what we hope to

accomplish in the coming year. The best way to understand what we’re trying to do is to

speak to students and educators about us, and to visit our web site at

www.princetonreview.com.

Finally, I want to acknowledge the loss of four of our extended family members this year. Marci

Hicks, Director of our Austin office, was killed in a car accident in August. And three former

employees, Colleen Supinsky, Blake Wallens, and Paul Acquaviva, were lost in the World

Trade Center attack. They were all our friends and are truly missed. 

To all of you, I wish a happy and healthy 2002. 

Sincerely,

John Katzman 

Founder & CEO 
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