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Operator: 
 
Good morning, ladies and gentlemen, and thank you for waiting. At this time, we would 
like to welcome everyone to Kroton Educacional S.A’s 4Q07 earnings conference call. 
Today we have with us Mr. Walter Braga, CEO.  
 
We would like to inform you that this call and the slides are being broadcast in the 
Internet, at the Company’s website at www.kroton.com.br/ir at the Investor Relations’ 
section. Also this event is being recorded and all participants will be in a listen-only 
mode during the Company’s presentation. After the Company’s remarks are 
completed, there will be a question and answer session. At that time further instructions 
will be given. Should any participant need assistance during the call, please press *0 to 
reach an operator. 
 
Before proceeding, let me mention that forward-looking statements are based on the 
beliefs and assumptions of Kroton management, and on information currently available 
to the Company. They involve risks, uncertainties and assumptions because they relate 
to future events and therefore depend on circumstances that may or may not occur in 
the future.  
 
Investors should understand that general economic conditions, industry conditions and 
other operating factors could also affect the future results of Kroton and could cause 
results to differ materially from those expressed in such forward-looking statements. 
 
Now, I will turn the call over to Mr. Walter Braga, CEO of Kroton Educational. Mr. 
Walter, you may begin your conference. 
 
Walter Braga: 
 
Good afternoon, everyone. It is with great pleasure that Kroton Educacional S.A. calls 
this conference to present its results for 2007. 
 
The Company’s 2007 numbers clearly demonstrate Kroton’s ability to generate 
impressive results in line with its business strategy. Gross revenues were 52.2% higher 
than in 2006, and adjusted EBITDA increased from R$14.7 million to R$29.1 million, a 
97.1% increase over the previous period. 
 
We credit these excellent results to management efficiency that realized significant 
gains in scale during a period of strong growth, mainly due to synergies between 
operations and improvements in administrative excellence. 
 
It was a year of accelerated growth, most notably in the area of post-secondary 
education, leveraged by funding captured through our initial public offering. The IPO 
realized in July brought almost R$400 million, which permitted us to accelerate our 
process of expansion. We have strengthened our executive staff and made 
adjustments to our organizational structure in order to invest the capital we raised with 
a high degree of productivity. 
 
We call attention to our strategy of operating in geographically dispersed regions 
throughout Brazil, moving into attractive markets while ensuring that we preserve the 
integrity and quality of all our business processes. Productivity gains, as well as 
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synergies between primary education and post-secondary education, have occurred on 
a significant scale thanks to the standardization and replicability of our products and 
services. 
 
We use information technology in our distance learning programs, on the corporate 
level and in our new businesses. We also use IT to develop and integrate our platform 
and to unify our business model, as in the case of TV Pitágoras, which now uses the 
Web to promote and support communication, alignment and adhesion to our business 
model among our business units. 
 
Of the 24 campuses scheduled for delivery by the end of 2008, the Company has 
already delivered 17 of them in 2007, and the expansion of course offerings at our 
current campuses, as well as at the campuses we acquired, has driven an increase in 
the number of our students. 
 
We would like to place this improvement in our results in the context of the education 
market as a whole and our market strategy, before we comment on our financial 
performance. 
 
In slide four, we can see that Brazil, with its nearly 184 million inhabitants, has 4.7 
million students enrolled in post-secondary education, which makes it the sixth-largest 
market for post-secondary education in the world. Of these students, 74% are enrolled 
in private institutions, and 2.6 million live outside the state capitals. 
 
This data clearly shows how fragmented the Brazilian market for higher education is. 
81% of post-secondary institutions have fewer than 2,000 students. The State has set 
a priority on primary education, and the Government has created incentive programs 
such as FIES and Prouni to stimulate private investment in higher education. 
 
Also noteworthy is the fact that post-secondary education has grown faster in small and 
midsize cities, which still lack greater resources. These cities form a market that it is 
already absorbing half of all college enrollments, despite the fact that the institutions 
providing services to this market lack financial resources, academic management and 
technology, which makes them good candidates for acquisitions. Market trends also 
appear more favorable in the case of associated degree courses, given the way the 
Brazilian productive sector is heating up. 
 
On slide six, you can see our national presence. It is in this context that Kroton 
operates today, with more than 589 schools in the primary education system and 17 
post-secondary campuses, as the map on slide six shows. 
 
We have 11 Pitágoras campuses, offering our own bachelor’s degree programs, and 6 
campuses with the INED brand and offering associate degrees. 
 
This platform, which covers the entire education cycle, represents an important 
competitive advantage for the Company: privileged access to future college students in 
the primary education system, we have more than 184,000 students in our own primary 
education network; privileged access to information and relationships in new markets 
through administrators at schools associated with our network; we have achieved 
increased scale in the production of educational materials, in professional training 
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activities and in the discovery of new talent. We have inserted Kroton brands into every 
part of Brazil with a high degree of capillarity.  
 
In slide eight, we see the Kroton Solutions. The Kroton Solution was developed to 
capture these geographically dispersed business opportunities in every part of Brazil, 
using an operating and technology platform based on 36 years’ experience in the 
education market. 
 
On slide nine, the Kroton business model, standardized and replicable, as you can see, 
is based on: the production of standardized teaching materials: textbooks accompanied 
by detailed instruction manuals for teachers and editions specifically for students; a 
planned, consistent and continuous training and continuing education program for 
professionals; a learning assessment program for students that is aligned with, and 
comparable to,  metrics accepted nationwide; differentiated academic terms with more 
frequent admissions, which not only enables better management of course openings 
but also provides students with a deeper approach to the disciplines, more learning 
stages, with fewer disciplines per stage. 
 
We present, in slide 11, examples of different ways of occupying a market offered by 
the Kroton strategy. We are able to maintain a presence in primary education in the 
private schools through our Rede Pitágoras network, together with specific segments 
such as religious schools in the Rede Católica; in the public school system through our 
INED instructional system; and finally, in post-secondary education with Pitágoras, 
bachelor's degree, and INED, associate degrees. 
 
An example of how our strategy is applied is the city of Jundiaí, in the interior of São 
Paulo state, with 342,000 inhabitants, where we have Rede Pitágoras schools for 
primary education, a Pitágoras college campus, an INED campus, and one school of 
Rede Católica. 
 
Slide 12 represents Kroton’s standardized and replicable solution enables focusing on 
the post-secondary education market in small and midsize cities, or cities near major 
urban centers, either by opening our own campuses or by acquiring smaller operations. 
Furthermore, the capillarity of the primary education system provides the Company 
with select market intelligence. 
 
We estimate that our post-secondary education operations will continue to grow in the 
next five years, with the opening of new units and the maturation of existing campuses. 
Our distance learning solution, whose architecture was concluded in 2007 for 
implementation in 2008, will provide synergies with existing infrastructure, as we will 
illustrate later on. 
 
In slide 13, we can see in short, we are broadening our opportunities for capturing new 
students at our existing campuses as well as evaluating options for opening new 
campuses. These new campuses may be developed organically or through 
acquisitions of existing colleges at which it is possible to implement our business model 
within a year or less. Ensuring that our system is scalable, with quality, depends on this 
fundamental principle. We do not plan to acquire large operations. 
 
The graphic on slide 14 illustrates the evolution of our post-secondary education 
platform. We call your attention to the fact that already, in the 1Q08, we have 19 
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campuses in operation, very close to the goal of 24 campuses we announced for the 
end of 2008. 
 
In slide 15, we present distance learning education. The distance-learning architecture 
developed by Kroton is designed to offer the flexibility of hybrid courses, 100% 
distance-learning, or a mix of distance and classroom learning, for undergraduate, 
graduate or associate degree programs, in the private or the public sector. 
 
We will use our own primary education network, our own exclusive course materials 
and an infrastructure that complies with new legislation. We will commence distance-
learning operations in the 2Q08. 
 
In slide 16, we would also like to highlight the development during 2007 of our INED 
product for the public education sector, a product principally designed to improve 
results in public school systems. The system will be launched in May. 
 
We believe the points we have presented constitute important preconditions for 
understanding Kroton’s business environment, opportunities, strategies and business 
model, and the competitive advantages it enjoys.  
 
Unfortunately, Alice could not be here with us due to a minor medical condition. But we 
have with us Thiago Ribas that works with her and responds today at our Investor 
Relation’s sector. Now, I would like to invite our Investor Relation’s analyst, Thiago 
Ribas, to present and comment upon Kroton’s financial performance for 2007.  
 
Thiago Ribas: 
 
Good afternoon to you all. I would like to open my comments by noting that the 
numbers presented here with respect to Editora e Distribuidora Educacional, EDE, 
reflect 2007 operating results, given that Kroton Educacional assumed control of EDE 
starting in May 2007. EDE’s Balance Sheet is found in Note 9 to the financial 
statements audited by PricewaterhouseCoopers. 
 
Our financial results are a fundamental demonstration of our operational efficiency and 
our commitment to the implementation of our growth strategy. We believe that our 
financial and operational performance proved our operational efficiency and our 
commitment to implementing our business strategy. 
 
Strong growth in post-secondary education and its increased contribution to revenue 
had a favorable impact on the Company’s results, as the indicators presented on slide 
18 show. 
 
We recorded an 86.1% increase in average student enrollment during the year, from 
6,628 to 12,333. Most of the increase stemmed from the maturation of existing college 
campuses, given that most acquisitions occurred during December 2007. We closed 
the year with 17,997 students enrolled, an increase of 129.4% over year-end 2006. Of 
these, 16,255 students were enrolled in the Pitágoras campuses and 1,742 in the INED 
campuses. At the end of 2007, we had a total of 183,000 students in our primary 
education network. The following slides highlight our main financial indicators. 
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Annual net revenue increased 54% in relation to the previous year, impacted by the 
growth of post-secondary education from R$39.3 million to R$72.6 million, an increase 
of 84.7%. 
 
The major portion of revenue growth came from the maturation of existing campuses 
and from the increase in the number of courses and student enrollments, totaling 
R$65.3 million. R$7.3 million in revenues came from acquisitions, most of which 
occurred in December 2007. 
 
As noted before, our revenue mix has changed with the growth of post-secondary 
education, which represented 49% of our net revenue for 2007. In 2006, post-
secondary education contributed 40.8% to the annual net revenue. 
 
Primary education grew 32% in relation to 2006. Of the R$74.6 million in net revenues 
from primary education in 2007, 71.1% came from the sale of educational materials to 
associated schools and 28.9% from operations of our own high schools and 
outsourced operating units. We achieved our target for net revenue which was R$148.1 
million against R$96.2 million in 2006. 
 
Next slide, slide 20. To better analyze our costs, it is important that we understand their 
composition and evolution in relation to net revenue. Total costs include the service 
costs relating to the operating of post-secondary education and our own primary 
education units. These represented 46.6% of net revenue in 2007. 
 
The growing contribution of post-secondary education to the revenue mix implied an 
increase in costs and services rendered, and this trend will continue in 2008. Total 
costs also include costs of products sold, which fell 1.3 p.p. in relation to net revenue, 
as a result of gains in scale due to an increase in sales of educational materials to 
associated schools. As a result, total costs in relation to net revenue rose from 49.9% 
in 2006 to 54.1% in 2007. 
 
On the other hand, these increases will be offset by a reduction in selling, general and 
administrative, SG&A, expenses as a result of gains in scale and management 
efficiency. Our expenses relate to selling, marketing, distribution of educational 
material, copyright, and personnel expenses comprising expenses on corporate 
personnel and expenses related to services for associated schools, as well as general 
administrative expenses such as travel, maintenance, and third-party services. 
 
As a percentage of net revenues, our expenses decreased from 36.5% in 2006 to 
28.6% in 2007, due to operational efficiency, gains in scale and the shift in our revenue 
mix. 
 
Next slide, slide 21. Adjusted net profit, one of the indicators of our performance, 
excludes IPO expenses and amortization of goodwill, and includes deferred taxes, 
social contributions and our non-operating results. Adjusted EBITDA excludes 
amortization, depreciation and IPO expenses, and includes our financial results. 
 
On slide 22, adjusted EBITDA for the year was R$29.1 million, compared with R$14.7 
million in 2006, which means margins increase from 15.3% to 19.6%. We remind you 
that because of the seasonality of revenues from basic education, which are 
concentrated in the first two quarters of the year on account of sales and delivery of 
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materials to associated schools, our EBITDA for the 4Q was negative.  Even with the 
impact of this factor, we had better margins in the 4Q07 in comparison with the 4Q06, 
recording an increase of 53%. 
 
With the growth in higher education and strong gains from management, we have 
shown a consistent improvement in our EBITDA margins since 2004. 
 
On slide 23, our adjusted net profit grew from R$8 million in 2006 to R$31.5 million in 
2007, representing a net margin of 21.3%, compared with 8.3% in 2006. The 
maturation of our eight existing campuses had a significant impact on both margins and 
financial revenues. Since 2004, we have also demonstrated consistent growth in net 
profit. 
 
Capital expenses on slide 24. In 2007, we invested R$72.7 million, including R$36.4 
million in the establishment of new higher-education units, new courses at existing 
units, distance learning and education, and educational technology. We invested 
R$36.3 million in acquisitions, R$15.5 million of which will be paid in 2008 and 2009. 
After these investments, we ended 2007 with net cash flow of R$ 325.1 million.  
  
On our last slide, along with this presentation for this conference call, you will find also 
an appendix with more details on the Brazilian educational market, our operational 
results and the acquisition. 
 
Now, I would like to thank you all and turn the conference back to our CEO, Walter 
Braga, who will close with remarks on Kroton’s 2008 outlook. 
 
Walter Braga: 
 
Thank you, Thiago. You did a good job at your first conference! 
 
We would like to conclude this conference by reaffirming our outlook for 2008. By the 
end of this year, Kroton will have 24 campuses and average enrollment of 40,000 post-
secondary students. 
 
We believe that the consolidation of this platform will create positive synergies among 
our operations, leading to even greater gains in the scale of operations. We will start 
new undergraduate and graduate programs using EAD in the 2H08. 
 
In May, we will launch our products for municipal school systems. We will continue the 
trend toward greater participation by post-secondary education to our revenue mix, 
sustaining the growth of the Kroton network, which will reach 210,000 students in 2008. 
 
As we renew our commitment to remaining one of Brazil’s leading education 
institutions, we wish to thank all those who make this undertaking possible: our 
shareholders, our employees, our clients, and our investors. 
 
We intend to go on improving our clients’ quality of life through education. Thank you 
all for coming. And now Thiago is ready to answer the Q&A about everything. I would 
like to thank you again everyone for being here with us. 
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Alexander Falcão, Merrill Lynch: 
 
Good afternoon, everyone. Actually, I have two questions. The first one is if you could 
be a little wider on the comments on the 8 to 12 learning system for the public sector. I 
would like to know what the expectation on number of students that can be reached in 
this segment and how the exposition would be in brands owned’s and for 2009 and 
2010 what is the number of students that can be expected and what is the average 
ticket for this segment? Thank you. 
 
Thiago Ribas: 
 
Answering your question about the public sector in 8 to 12, we just started operation in 
8 to 12 this year. As you know, the public sector was up for Kroton in 2009, so we do 
not have a guidance for this now, but this reflecting the market, now we have the 
conditions, all the material, as you know we are going to use the INED brand on that 
and transform this market. So just a signal to the market, we are ready to see there, 
just one licitation, in a small town in the state of Minas Gerais with 366 students, and 
this shows to the market that we are ready for that.  
 
But I do not have a guidance of students right now. It is nice to follow-up with Kroton 
during 2008, so we can get better guidance for that in 2009. But the average ticket for 
that is going to be smaller, we are going to use the INED brand materials, simple ones, 
so should be around R$260 per student.  
 
Alexander Falcão: 
 
OK, thank you. The other question refers to the approvals in the Education Ministry. I 
would like to know first the situation of the bricks in monitory schools, how is that going 
and what is the stage of the approvals for the campuses this year? And the second one 
is for distance learning, we know that there was a change in the way that the Ministry 
was approving points of presence. How is that going and what the current number of 
points of presence that Kroton has right now and what do you expect to get this year? 
Thank you. 
 
Thiago Ribas: 
 
As you know, since our IPO, we have several within the Ministry of Education. We have 
just received three visits in 2007, at the end of 2007, so probably at the end of the 
4Q07 to the 2Q08, you see some new organic openings through the Ministry of 
Education process.  
 
Also we have, until the end of the 1H five more visits to occur, so for sure at least three 
at the end of the 1H and five more with potential of new announcements in 2008. And 
on the other hand, we also have our M&A team looking for good opportunities in the 
market to complement our strategy with some acquisitions. 
 
Alexander Falcão: 
 
OK, and as for distance learning, points of presence, how many points of presence do 
you guys have approved at this point and what is the expectation for this year?  
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Thiago Ribas: 
 
We have, within the Ministry of Education, 15 processes running for distance learning. 
We are probably going to announce to the market, so we are anticipating the upside of 
distance learning from 2009 to 2008 of, at least, one operation. So this is also a sign to 
the market that we are ready for distance learning, we have all the infrastructure, all the 
materials, so probably at the beginning of the 1H you will see at least one distance 
learning site, but we have 15 proposes in the Ministry of Education.  
 
Alexander Falcão: 
 
OK. Thank you. One follow-up question here. Since there is a pretty big chance for you 
guys to complete, beforehand, the target for 2008, in terms of opening of schools and 
approvals. What could we expect for 2009 and 2010? Because at this point it seems a 
little bit conservative to assume that the target for 2009 should be maintained.  
 
So, just to know if you guys are able to put a little bit more in front or to take a little bit 
to the presence, the targets that you promised for the end of 2008, what could we 
expect going forward? Thank you. 
 
Thiago Ribas: 
 
We still have the same guidance from the IPO in the number of new openings. We will 
end 2008 was at least 24 institutions. I am saying at least because we anticipated the 
results from 2009, but at least 24, but you can expect a little bit more than that, and 45 
for 2009.  
 
We cannot give a breakdown from acquisitions or organic greenfield growth because 
we have processes in the Ministry of Education, we are still looking for opportunities in 
the fragmented market, so what we are committed is to deliver the results, deliver the 
institutions, deliver the students, the revenues, so we do not have this breakdown, 
acquisitions versus organics. At least 24, but probably more than that. 
 
Alexander Falcão: 
 
OK, thank you. 
 
Operator: 
 
We do not have further questions at this time. This concludes the question and answer 
session. At this time, I would like to turn the floor back over to Mr. Thiago for any 
closing remarks.  
 
Thiago Ribas: 
 
I would like to thank you all for the participation. As you know, we are always available 
for any questions, further questions, through our website, through our telephones, we 
are also available for conference calls, so if you have any further questions, feel free to 
contact us. Thank you very much for this time.  
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Operator: 
 
Thank you, this concludes today’s presentation. You may disconnect your line at this 
time and have a nice day. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
“This document is a transcript produced by MZ Data Products. MZ does its best to guarantee the quality of the 
transcription; however, it is not responsible for possible flaws, as outputs depend on the quality of the audio and on the 
clarity of speech of participants. This document is a simple transcript and does not reflect any investment opinion. The 
content of this document is responsibility of the company hosting this event, that was transcribed by MZ. Please, refer to 
the respective company’s website for further extent of liabilities.”  


