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FC’s 4Q26 supports a FY27 earnings recovery as its sales transformation 
delivers larger engagements, better productivity, and growth in core North 
America invoicing. A lower cost base is already supporting profitability, while 
existing sales infrastructure should allow revenue growth without proportional 
support costs. We believe the next opportunity is converting client commitments 
into revenue and incremental earnings while replenishing those commitments 
through new business and expansion. Higher deferred revenue improves 
visibility, although Education remains softer. Services delivery, hunter 
productivity, and renewed invoicing growth will indicate how quickly commercial 
gains translate into sustained earnings and cash generation. 
Quarterly results - FC reported revenue, adj EBITDA, and EPS of $70.0M, 
$12.8M, and $0.71, respectively. This compares to our/consensus estimates of 

$72.0M/$72.2M, $12.1M/$12.7M, and $0.58/$0.59, respectively. EBITDA 
margin reached 18.3% versus 16.4%, overcoming a gross margin decline to 
74.7% from 75.5% as operating SG&A fell 6%. EPS increased to $0.62 from 
$0.34, also benefiting from lower taxes and fewer diluted shares. Operating cash 
flow declined to $4.1M. FY26 FCF totaled $9.2M against $28.1M of repurchases, 
including tax withholding. Cash was $13.3M, with the $62.5M facility fully 
available. Cash conversion would support continued capital returns. 
 

Operating Performance – North America’s commercial indicators support 
investment. Core FY26 invoicing grew 8% excluding federal government and 
Unconscious Bias. Invoiced amounts per hunter more than doubled versus FY24 
through more new clients and larger initial engagements, while retained-client 
invoicing grew high single digits. Management plans to expand hunters by 20%+, 
using existing farmer and central-hub capacity. We believe incremental gross 
profit can outpace support costs, although additional selling investment must 
also be absorbed. Quarterly revenue was essentially flat at $35.8M, and adj. 
EBITDA declined to $6.6M from $7.6M. Invoicing was essentially unchanged at 
$37.0M, bringing FY26 growth to 4% at $151.4M. 
 

Revenue Conversion – NAM’s visibility improved faster than combined 
commitment balances. Billed deferred revenue increased 17% to $59.2M, while 
unbilled deferred revenue declined to $63.1M. We calculate combined balances 
increased approximately 4%, supporting conversion visibility without implying 
equivalent acceleration in contracted demand. Consolidated subscription and 
committed-services invoicing increased to $62.8M from $61.4M. Education 
revenue declined 4% to $23.6M, while adj. EBITDA increased 11% to $6.9M. 
FY26 invoicing fell 10%, and deferred revenue declined 6%, despite improved 
school retention. Management cited statewide budget delays, large multiyear 
prepayments that did not recur, and an approximately $3M district renewal that 
shifted into FY27, making weakness partly timing-related in our view. Renewed 
district/state awards and invoicing growth would improve the base for revenue. 
 

Guidance – Constant-currency FY27 guidance calls for revenue of $263M-
$273M and adj. EBITDA of $29M-$34M. Midpoints imply 2.5% revenue growth 
and 9.1% EBITDA growth, with margin increasing to 11.8% from 11.0%. 
Comparable revenue growth is 3.3% after adjusting for the approximately $2M 
China transition impact. The shift to royalties is expected by 2Q27-end without 
materially affecting adj. EBITDA. North America should drive growth, although 
management expects 1Q invoicing to decline before full-year growth resumes. 
Services conversion should support near-term earnings, while new business and 
client expansion sustain the recovery. 
 

Valuation - Based on our DCF analysis, we place a valuation range for FC of 
$22.91 to $25.81 with a price target of $24.25.

 

COMPANY DESCRIPTION 

Franklin Covey Co. is a global leadership and 
organizational performance partner. The 
Company operates though its Enterprise 
Division and its Education Division, both of 
which develop high-performing leaders at all 
levels of the organization through proven, 
principle-centered frameworks and practices. 
This builds high-trust leaders, teams, and 
cultures. The Company has refined this 
approach over the last 40 years, working with 
clients of all sizes, ranging from Fortune 100 
and 500 companies to small and mid-sized 
businesses, as well as educational institutions 
and government entities, across more than 
160 countries. Solutions are delivered through 
the All Access Pass® and Leader in Me® 
subscriptions which combine world-class 
content and tools with the trusted expertise of 
consultants, coaches, and facilitators. 
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Summary 
 

Exhibit 1: Quarterly Results Comparison to Model 

 

Source: Company Reports; Stonegate Capital Markets, Inc. 

 
 
 
 

 

Notes

Reported Model

Total revenues 70.0      72.0     Revenue slightly below our expectation

Cost of sales 17.7      17.8     

Gross (loss) profit 52.3      54.1     

Gross margin 74.7% 75.2%

SG&A 40.5      43.1     

D&A 1.8        2.1       

Total opex 43.7      45.1     Opex below model

EBIT - adjusted 10.0      9.0       

Operating margin 14.3% 12.5%

EBITDA - adjusted 12.8      12.1     

EBITDA margin 18.3% 16.8%

Net income (loss) - adj 8.3        6.6       

EPS (loss) 0.71$    0.58$   

4Q26 results

EBITDA ahead of our expectations
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VALUATION SUMMARY 

 
To help frame valuation we use a DCF analysis.  

 
DCF Analysis 

 
For our sensitivity analysis, we use a range of discount rates from 10.75%-11.25% and terminal growth rates 
between 1% and 3%. The discount range is deemed reasonable based on the CAPM formula for determining 
WACC. The key variables for this include: 
 

• The cost of company debt equal to approximately 6.7%, based on LIBOR + 185bps 

• The current 3-month T-Bill rate of 4.2% 

• A beta adjusted market risk premium of 3.1%  

• An average cost of equity equal to 11.00% after accounting for a size premium 

• A tax rate of 25% 
 

The above assumption results in a valuation range of $22.91 to $25.81 with a price target of $24.25. 
 

Sensitivity Analysis:  

$24.25 1.0% 1.5% 2.0% 2.5% 3.0%

10.50% $24.41 $25.09 $25.85 $26.70 $27.67

10.75% $23.70 $24.32 $25.02 $25.81 $26.70

11.00% $23.01 $23.60 $24.25 $24.97 $25.79

11.25% $22.37 $22.91 $23.51 $24.18 $24.93

11.50% $21.75 $22.26 $22.82 $23.44 $24.13

Terminal Growth Rates
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We see the following important catalysts for the stock in F26 and beyond: 
➢ Continued traction of All Access Pass ………………………………………...………. F27+ 
➢ EBITDA margin expansion ……………..………………………………....………….… F27+ 
➢ Continued growth in Education ……...………..…………………………...…………… F27+ 
➢ Sales force expansion …………...….…...…………...…………………...…....…...…. F27+ 

 
 



 

 

 
Franklin Covey Co. 

 E Q U I T Y  R E S E A R C H   S T O N E G A T E  C A P I T A L  P A R T N E R S  

INVESTMENT FACTORS 
Franklin Covey Co. is a leading global provider of training and consulting solutions delivering principle-based 

curriculums and effectiveness tools to its global customers. The Company provides consulting, seminars, 
educational materials, publications, and products designed to make individuals and organizations more 
effective. The Company appears well positioned in the training industry as it commands a strong global brand 
name, product differentiation, and is backed by a subscription-based business model, improving North America 
sales productivity, and opportunities for operating leverage. 

 

Investment Positives 

 

Franklin Covey’s brand value is driven by its proprietary content (intellectual property) that creates 
differentiation and supports high gross margins – The Company’s proprietary content or IP is centered on 
delivering transformational results that alter human behavior with the capability to measure the impact of the 
delivered training and tools. Furthermore, the Company provides a wide offering of key practices that can help 
most clients’ needs. These attributes provide the Company with a high level of differentiation, in our opinion. 
FY26 consolidated gross margin was 75.0%, reflecting the economics of its content-based offerings, although 
service delivery costs and curriculum amortization influence profitability. 

 
All Access Pass business model supports recurring revenue and visibility – In F16, the Company embarked 

on changing its business model toward annual subscriptions. This subscription is called All Access Pass (AAP) 
and allows clients to access FC’s proprietary content for an annual subscription. AAP is designed to improve 
client retention, increase lifetime customer spend, and support expansion through additional subscriptions and 
services. The subscription transition is established, with the current growth strategy focused on winning larger 
new engagements and expanding existing client relationships. At FY26-end, 59% of Enterprise North America 
contracts were multiyear, representing 60% of AAP contract value. North America deferred revenue increased 
17% to $59.2M, improving visibility into future revenue recognition. Cash generation also depends on 
collections, service delivery, and investment requirements. 

 
International licensees provide a royalty-based route to market – The Company’s international licensees’ 

business operates via a royalty model. Franklin Covey serves clients across 160 countries overall, with licensee 
partners extending its international reach. These relationships provide access to local markets and opportunities 
to distribute the Company’s content and subscription offerings. The planned transition of China from direct 
operations to a locally owned licensee is expected to close by the end of 2Q27, subject to customary conditions. 
Management expects approximately $2M less FY27 revenue from the transition without a material adj. EBITDA 
impact. We view the change as preserving participation in China through royalties while giving local ownership 
greater operating flexibility. 

 
Existing infrastructure creates an opportunity for margin expansion – The Company’s established farmer 

and central support capacity should allow revenue growth without proportional increases in support costs. 

Management plans to expand North America hunters by 20%+, building on improved new-client productivity and 

retained-client expansion. Additional selling investment and service delivery costs will influence incremental 

profitability, so a fixed 40%-50% EBITDA flow-through assumption is not supported by the latest guidance. At the 

FY27 guidance midpoint, adj. EBITDA grows 9.1% versus 3.3% comparable revenue growth, with adj. EBITDA 

margin increasing to 11.8% from 11.0%. We believe converting client commitments into revenue should support 

operating leverage as the sales model scales. 
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Investment challenges / risks 

 
Intangible assets comprise a significant portion of the balance sheet – The Company has significant intangible 

assets and goodwill. At the end of FY26, Franklin Covey had $31.3M in intangible assets and $31.0M in goodwill, 
compared to total assets of $218.3M. Any future impairment of these assets could negatively impact the 
company’s financial results. 

 

Competition is intense and there are little barriers to entry – The training and consulting industry is highly 
fragmented with no one player with a large market share position. Additionally, a variety of organizations offer 
individual services comparable with those of Franklin Covey. With little barriers to entry, many new entrants to 
the industry further compound the intensity of competition. 

 

The industry and hence Franklin Covey is sensitive to macroeconomic events – The training industry is 
affected by economic growth or lack thereof. Consequently, any negative macroeconomic events could slow 
growth in the industry and negatively affect Franklin Covey’s results. 

https://stonegatecapitalpartners-my.sharepoint.com/personal/robert_stonegateinc_com/Documents/Microsoft%20Copilot%20Chat%20Files/FC%20Earnings%2024Q3.pdf?web=1
https://stonegatecapitalpartners-my.sharepoint.com/personal/robert_stonegateinc_com/Documents/Microsoft%20Copilot%20Chat%20Files/FC%20Earnings%2024Q3.pdf?web=1
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DISCOUNTED CASH FLOW ANALYSIS    
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INCOME STATEMENT 
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IMPORTANT DISCLOSURES AND DISCLAIMER 
 

(a) The research analyst and/or a member of the analyst’s household do not have a financial interest in the debt 
or equity securities of the subject company. 

(b) The research analyst responsible for the preparation of this report has not received compensation that is 
based upon Stonegate Capital Partners’ (“SCP”) equity affiliate Stonegate Capital Markets (“SCM”), a FINRA 
member, investment banking revenues. 

(c) SCP or any affiliate has not managed or co-managed a public offering of securities for the subject company 
in the last twelve months, received investment banking compensation from the subject company in the last 12 
months, nor expects to receive or intends to seek compensation for investment banking services from the 
subject company in the next 12 months. 

(d) SCP has a contractual agreement with the subject company to provide research services, investor relations 
support, and investor outreach. SCP receives a monthly retainer for these non-investment banking services. 

(e) SCP or its affiliates do not beneficially own 1% or more of any class of common equity securities of the subject 
company. 

(f) Neither SCP nor its equity affiliate SCM, a FINRA member, make a market in the subject company. 
(g) The research analyst has not received any compensation from the subject company in the previous 12 

months. 
(h) SCP, the research analyst, or associated person of SCP with the ability to influence the content of the research 

report does not know or have reason to know of any material conflicts of interest at the time of publication or 
distribution of the research report.    

(i) No employee of SCP has a position as an officer or director of the subject company.   
 

Ratings - SCP does not provide ratings for the covered companies. 
Distribution of Ratings - SCP does not provide ratings for covered companies. 
Price Chart - SCP does not have, nor has previously had, a rating for its covered companies, however, SCP does 
provide a price target on the covered company. Please see the following page for the historical price chart. This 
chart shows the covered company’s stock price since SCP has been covering the covered company as well as 
the corresponding SCP price target. 
Price Targets - SCP may provide price targets for its covered companies. For a complete understanding of 
valuation methodologies and risks associated please read this report in its entirety. In instances where SCP does 
not provide a price target SCP will still provide a valuation analysis. 
 
Regulation Analyst Certification:   
I, Dave Storms, CFA, hereby certify that all views expressed in this report accurately reflect my personal views 
about the subject company or companies and its or their securities.  I also certify that no part of my compensation 
was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this report. 
 
For Additional Information Contact: 
Stonegate Capital Partners, Inc.  
Dave Storms, CFA 
Dave@stonegateinc.com 
214-987-4121 
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Please note that this report was originally prepared and issued by Stonegate for distribution to their market professional and 
institutional investor customers.  Recipients who are not market professional or institutional investor customers of Stonegate should 
seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for any necessary 
explanation of its contents.  The information contained herein is based on sources which we believe to be reliable but is not 
necessarily complete and its accuracy cannot be guaranteed.  Because the objectives of individual clients may vary, this report is 
not to be construed as an offer or the solicitation of an offer to sell or buy the securities herein mentioned.  This report is the 
independent work of Stonegate Capital Partners and is not to be construed as having been issued by, or in any way endorsed or 
guaranteed by, any issuing companies of the securities mentioned herein.  The firm and/or its employees and/or its individual 
shareholders and/or members of their families and/or its managed funds may have positions or warrants in the securities mentioned 
and, before or after your receipt of this report, may make or recommend purchases and/or sales for their own accounts or for the 
accounts of other customers of the firm from time to time in the open market or otherwise.  While we endeavor to update the 
information contained herein on a reasonable basis, there may be regulatory, compliance, or other reasons that prevent us from 
doing so.  The opinions or information expressed are believed to be accurate as of the date of this report; no subsequent publication 
or distribution of this report shall mean or imply that any such opinions or information remains current at any time after the date of 
this report.  All opinions are subject to change without notice, and we do not undertake to advise you of any such changes.  
Reproduction or redistribution of this report without the expressed written consent of Stonegate Capital Partners is prohibited.  
Additional information on any securities mentioned is available on request. 
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