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PART 1

ITEM 1. BUSINESS.

On March 13, 2012, Aspen Group, Inc., or Aspen Group, and Aspen University Inc., a privately held Delaware

corporation, or Aspen, closed a Merger Agreement whereby Aspen became a wholly-owned subsidiary of Aspen

Group. We refer to the merger as the Reverse Merger. All referencesto we, our and us refer to Aspen Group, unles
the context otherwise indicates. In referring to academic matters, these words refer solely to Aspen University Inc.

Change in Fiscal Year

On April 25, 2013, Aspen Group changed its fiscal year to end each year on April 30th. In connection with our change
in fiscal year, we are filing this Transition Report and the accompanying consolidated financial statements which
cover the four month period beginning January 1, 2013 and ending April 30, 2013 and the historical activities of the
years ended December 31, 2012 and 2011. Our next fiscal year will cover the period from May 1, 2013 through April
30, 2014.

Description of Business

Aspen s mission is to become an institution of choice for adult learners by offering cost-effective, comprehensive, and
relevant online education. We are dedicated to helping our students exceed their personal and professional objectives

in a socially conscious and economically sensible way. Aspen s mission in fact is to help students achieve their
long-term goals of upward mobility and long-term economic success through providing superior education, exerting
financial prudence, and supporting our students career advancement goals. Aspen is dedicated to providing the highest
quality education experiences taught by top-tier professors - 61% of our adjunct professors hold doctorate degrees.

Because we believe higher education should be a catalyst to our students long-term economic success, we exert
financial prudence by offering affordable tuition that is one of the greatest values in online higher education. We have
expanded our degree offerings broadly but the vision remains the same: to provide students with the best value in high
quality education and to help them achieve their academic and career goals.

One of the key differences between Aspen and other publicly-traded, exclusively online, for-profit universities is an
emphasis on post-graduate degree programs (master or doctorate). As of April 30, 2013, 1,875 students were enrolled
as full-time degree-seeking students with 1,625 of those students or 87% in a master or doctoral graduate degree
program. In addition, 951 students are engaged in part-time programs, such as continuing education courses and
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certificate level programs (includes 391 part-time undergraduate military students). Aspen plans to maintain its focus
on being a predominantly graduate school for the near future.

Today, Aspen offers certificate programs and associate, bachelor, master and doctoral degree programs in a broad

range of areas, including business and organization management, education, nursing, information technology, and
general studies. In terms of enrollments, our most popular schools are our school of business and our school of

nursing. Specifically, our Master of Business Administration, or MBA, and Master of Science in Nursing represent the
two largest degree programs among our full-time, degree-seeking student body as of April 30, 2013. Aspen s School of
Nursing is our fastest growing program, having grown from 5% of our full-time, degree-seeking student body at
year-end 2011, to 20% of our full-time, degree-seeking student body at April 30, 2013.

We are accredited by the DETC. Aspen first received DETC accreditation in 1993 and most recently received
re-accreditation in January 2009. Aspen is scheduled for re-accreditation review in November 2013.

Aspen is provisionally certified by the DOE through September 30, 2013. Under such certification, Aspen is restricted
to a limit of 1,200 student recipients for Title IV funding for the period ending June 30, 2013. As of April 30, 2013,
Aspen had 462 students that were currently participating in the Title IV programs. Since inception of Aspen s
provisional certification status, it has had 596 total Title IV student participants. In the future when it considers
whether to extend the provisional certification or make the certification permanent, the DOE may impose additional or
different terms and conditions, including growth restrictions or limitation on the number of students who may receive
Title I'V aid. In terms of future deadlines with the DOE, Aspen re-applied as of June 30, 2013 to continue its
participation in the Title IV Higher Education Act, or HEA, programs. Aspen is awaiting DOE action.
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In 2008, Aspen received accreditation of its Master of Science in Nursing Program with the Commission on
Collegiate Nursing Education, or the Nursing Commission. Officially recognized by the DOE, the Nursing
Commission is a nongovernmental accrediting agency, which ensures the quality and integrity of education programs
in preparing effective nurses. Aspen s Master of Science in Nursing program most recently underwent accreditation
review by the Nursing Commission in March 2011. At that time, the program s accreditation was reaffirmed, with the
accreditation term to expire December 30, 2021. We currently offer a variety of nursing degrees including: Masters of
Science in Nursing, Master of Science in Nursing - Nursing Education, Masters of Science in Nursing Nursing
Administration and Management and Bachelor of Science in Nursing.

Aspen is a Global Charter Education Provider for the Project Management Institute, or PMI, and a Registered
Education Provider (R.E.P.) of the PMI. The PMI recognizes select Aspen Project Management Courses as
Professional Development Units. These courses help prepare individuals to sit for the Project Management
Professional, or PMP, certification examination. PMP certification is the project management profession s most
recognized and respected certification credential. Project management professionals may take the PMI approved
Aspen courses to fulfill continuing education requirements for maintaining their PMP certification.

In connection with our Bachelor and Master degrees in Psychology of Addiction and Counseling, the National
Association of Alcoholism and Drug Abuse Counselors, or NAADAC, has approved Aspen as an academic education
provider. NAADAC-approved education providers offer training and education for those who are seeking to become
certified, and those who want to maintain their certification, as alcohol and drug counselors. In connection with the
approval process, NAADAC reviews all educational training programs for content applicability to state and national
certification standards.

Competitive Strengths - We believe that we have the following competitive strengths:

Exclusively Online Education - We have designed our courses and programs specifically for online delivery, and we
recruit and train faculty exclusively for online instruction. We provide students the flexibility to study and interact at
times that suit their schedules. We design our online sessions and materials to be interactive, dynamic and user
friendly.

Debt Minimization - We are committed to offering among the lowest tuition rates in the sector, which to date has
alleviated the need for a significant majority of our students to borrow money to fund Aspen s tuition requirements. In
May 2013, we lowered our course-by-course tuition rates to $250/credit hour for all degree-seeking undergraduate
programs and $333/credit hour for graduate programs. However, we believe based on our competitors' public
information that our tuition rates remain significantly lower than our competitors. For example, University of Phoenix,
Capella University and Grand Canyon University charge $740, $720, and $562, respectively, per credit hour for their
MBA program versus Aspen s $333 per credit hour. Additionally, our monthly installment payment plan provides our
students with the ability to pay for their classes in monthly installments as opposed to full payment by the first day of
class. We believe this will lower the number of our students who rely on financial aid to pay for their education.
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Commitment to Academic Excellence - We are committed to continuously improving our academic programs and
services, as evidenced by the level of attention and resources we apply to instruction and educational support. We are
committed to achieving high course completion and graduation rates compared to competitive distance learning,
for-profit schools. 61% of our adjunct faculty members hold a doctorate degree. One-on-one contact with our highly
experienced faculty brings knowledge and great perspective to the learning experience. Faculty members are available
by telephone and email to answer questions, discuss assignments and provide help and encouragement to our students.

Highly Scalable and Profitable Business Model - We believe our exclusively online education model, our relatively
low student acquisition costs, and our variable faculty cost model will enable us to expand our operating margins. If
we increase student enrollments we will be able to scale on a variable basis the number of adjunct faculty members
after we reach certain enrollment metrics (not before). A single adjunct faculty member can work with as little as two
students or as many as 25 over the course of an enrollment period.

One Student at a Time personal care - We are committed to providing our students with fast and personal
individualized support. Every student is assigned an academic advisor who becomes an advocate for the student s
success. Our one-on-one approach assures contact with faculty members when a student needs it and monitoring to
keep them on course. Our administrative staff is readily available to answer any questions and works with a student
from initial interest through the application process and enrollment, and most importantly while the student is
pursuing a degree or studies. Based on Aspen s 2011 DETC Annual Report of student satisfaction survey results,
calculated in accordance with applicable DETC policy, 95% of students on average expressed satisfaction with their
recently completed course.
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Admissions

In considering candidates for acceptance into any of our certificate or degree programs, we look for those who are
serious about pursuing or advancing in  a professional career, and who want to be both prepared and academically
challenged in the process. We strive to maintain the highest standards of academic excellence, while maintaining a
friendly learning environment designed for educational, personal and professional success. A desire to meet those
standards is a prerequisite. Because our programs are designed for self-directed learners who know how to manage
their time, successful students have a basic understanding of management principles and practices, as well as good
writing and research skills. Admission to Aspen is based on thorough assessment of each applicant s potential to
complete successfully the program. Additionally, we require students to complete an essay as part of their admission
process as we are looking for students not only with the potential to succeed but also with the motivation to succeed.

Industry Overview

The U.S. market for postsecondary education is a large, growing market. According to a 2012 publication by the
National Center for Education Statistics, or NCES, the number of postsecondary learners enrolled as of Fall 2010 in
U.S. institutions that participate in Title IV programs was approximately 21 million (including both undergraduate and
graduate students), up from 18.2 million in the Fall of 2007. We believe the growth in postsecondary enrollment is a
result of a number of factors, including the significant and measurable personal income premium that is attributable to
postsecondary education, and an increase in demand by employers for professional and skilled workers, partially
offset in the near term by current economic conditions. According to the NCES, in 2010, the median earnings of
young adults with a bachelor s degree was $45,000 compared to $37,000 for those with an associate s degree and
$21,000 for those with a high school diploma.

Eduventures, Inc., an education consulting and research firm, estimates that 20% of all postsecondary students will be
in fully-online programs by 2014, with perhaps another 20% taking courses online. The estimated increase in students
online increased 18% in 2010. We believe that the higher growth in demand for fully-online education is largely
attributable to the flexibility and convenience of this instructional format, as well as the growing recognition of its
educational efficacy.

Competition

There are more than 4,200 U.S. colleges and universities serving traditional college age students and adult students.
Any reference to universities herein also includes colleges. Competition is highly fragmented and varies by
geography, program offerings, delivery method, ownership, quality level, and selectivity of admissions. No one
institution has a significant share of the total postsecondary market. While we compete in a sense with traditional

brick and mortar universities, our primary competitors are with online universities. Our online university competitors
that are publicly traded include: Apollo Group, Inc. (Nasdaq: APOL), American Public Education, Inc. (Nasdagq:
APEI), DeVry Inc. (NYSE: DV), Grand Canyon Education, Inc. (Nasdaq: LOPE), ITT Educational Services, Inc.
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(NYSE: ESI), Capella Education Company (Nasdaq: CPLA), Career Education Corporation (Nasdaq: CECO) and
Bridgepoint Education, Inc. (NYSE: BPI). American Public Education, Inc. and Capella Education Company are
wholly online while the others are not. Based upon public information, Apollo Group, which includes University of
Phoenix, is the market leader with University of Phoenix having degree enrollments exceeding 356,900 students
(based upon APOL s Form 10-K filed on October 22, 2012). As of April 30, 2013, Aspen had 2,826 students enrolled.
These competitors have substantially more financial and other resources.

The primary mission of most accredited four-year universities is to serve generally full-time students and conduct
research. Aspen acknowledges the differences in the educational needs between working and full-time students at

brick and mortar schools and provides programs and services that allow our students to earn their degrees without
major disruption to their personal and professional lives.

We also compete with public and private degree-granting regionally and nationally accredited universities. An
increasing number of universities enroll working students in addition to the traditional 18 to 24 year-old students, and
we expect that these universities will continue to modify their existing programs to serve working learners more
effectively, including by offering more distance learning programs. We believe that the primary factors on which we
compete are the following:

active and relevant curriculum development that considers the needs of employers;

the ability to provide flexible and convenient access to programs and classes;

high-quality courses and services;

comprehensive student support services;

breadth of programs offered;

10
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the time necessary to earn a degree;

qualified and experienced faculty;

reputation of the institution and its programs;

the variety of geographic locations of campuses;

regulatory approvals;

cost of the program;

name recognition; and

convenience.

Curricula

Certificates

Certificate in Information Technology with specializations in:

Information Systems Management

Java Development

Object Oriented Application Development

Web Development

Certificate in Project Management

.- Form 10-KT
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Associates Degrees
Associate of General Studies
Associate of Applied Science Early Childhood Education

Associate of Fine Arts

Bachelors Degrees

Bachelor of General Studies

Bachelor of Arts in Psychology and Addiction Counseling

Bachelor of Science in Alternative Energy

Bachelor of Science in Business Administration

Bachelor of Science in Business Administration, (Completion Program)
Bachelor of Science in Criminal Justice

Bachelor of Science in Criminal Justice, (Completion Program)

Bachelor of Science in Criminal Justice with specializations in

Criminal Justice Administration

Major Crime Investigation Procedure

Major Crime Investigation Procedure, (Completion Program)

Bachelor of Science in Early Childhood Education

Bachelor of Science in Early Childhood Education, (Completion Program)
Bachelor of Science in Early Childhood Education with a specialization in
Infants and Toddlers

Infants and Toddlers, (Completion Program)

Preschool

Preschool, (Completion Program)

Bachelor of Science in Foodservice Operations and Restaurant Management

12
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Bachelor of Science in Medical Managements

Bachelor of Science in Fine Arts with a specialization in
Drawing and Painting

Entertainment 2D

Entertainment 3D

Ilustration

Bachelor of Science in Nursing Completion Program

13
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Masters

Master of Arts Psychology and Addiction Counseling

Master of Science in Criminal Justice

Master of Science in Criminal Justice with a specialization in
Forensic Sciences

Law Enforcement Management

Terrorism and Homeland Security

Master of Science in Information Management with a specialization in
Management

Project Management

Technologies

Master of Science in Information Systems with a specialization in
Enterprise Application Development

Web Development

Master of Science in Information Technology

Master of Science in Nursing with a specialization in
Administration and Management

Administration and Management, (RN to MSN Bridge Program)
Nursing Education

Nursing Education, (RN to MSN Bridge Program)

Master of Science in Physical Education and Sports Management
Master of Science in Technology and Innovation with a specialization in
Business Intelligence and Data Management

Electronic Security

Project Management

Systems Design
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Technical Languages

Vendor and Change Control Management

Master in Business Administration

Master in Business Administration with specializations in
Entrepreneurship

Finance

Information Management

Pharmaceutical Marketing and Management

Project Management

Master in Education

Curriculum Development and Outcomes Assessment
Education Technology

Transformational Leadership

Doctorates

Doctorate of Science in Computer Science

Doctorate in Education Leadership and Learning
Doctorate in Education Leadership and Learning with specializations
Education Administration

Faculty Leadership

Instructional Design

Leadership and Learning

Independent online classes start on the 1st and the 16th of every month.

15
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Sales and Marketing

Prior to Mr. Michael Mathews becoming Aspen s Chief Executive Officer in May 2011, Aspen had conducted minimal
efforts and spent immaterial sums on sales and marketing. During the second half of 2011, Mr. Mathews and his team
made significant changes to our sales and marketing program and spent a significant amount of time, money and
resources on our marketing program.

What is unique about Aspen s marketing program is that we have no plans in the near future to utilize third-party
online lead generation companies to attract prospective students. To our knowledge, most if not all for-profit online
universities utilize multiple third-party online lead generation companies to obtain a meaningful percentage of their
prospective student leads. Aspen s executive officers have many years of expertise in the online lead generation and
Internet advertising industry, which for the foreseeable future will allow Aspen to cost-effectively drive all
prospective student leads internally. This is a competitive advantage for Aspen because third-party leads are typically
unbranded and non-exclusive (lead generation firms typically sell prospective student leads to multiple universities),
therefore the conversion rate for those leads tends to be appreciably lower than internally generated, Aspen branded,
proprietary leads.

In May 2011, Aspen expanded on its current search engine marketing initiatives related to Google. Aspen expanded
the use of Aspen keyword search terms and keywords related to its MBA program and nursing program. Aspen also
refined its testing of keywords, marketing messages and the establishment of program specific informational pages
that have been matched to those keywords. Landing pages and keywords have been further optimized in order to
facilitate streamlined communication of Aspen s programs, degrees and courses offered in order to ensure that
prospective students are provided with information necessary to make an informed decision regarding Aspen and to
begin a dialogue with an Aspen advisor. The search engine marketing program was expanded in July 2011, to include
the Microsoft Bing search engine for general university terms, MBA and nursing programs, utilizing the same
paradigm of directing prospective students to an informational page about their desired interest within those programs.

In October 2011, Aspen began to advertise directly on publisher websites, reaching prospective students who would
benefit from the programs we offer within nursing and business programs. When working directly with publisher
websites, Aspen employs a number of sophisticated targeting techniques to most efficiently generate branded,
proprietary student leads. In fact, the majority of our advertising spend and leads we generate today is through this
direct publisher channel, rather than search.

Aspen s marketing plan for 2013 is consistent with the changes made in 2012 and 2011. In January 2012, Aspen hired
an Executive Vice President of Marketing, who supervises a call center in the Phoenix-metro area which opened in
August 2012. This executive has prior experience in marketing with multiple online university competitors and, more
recently, an online lead generation company. Since opening, the call center has expanded to meet the increasing
number of inquiries.

17
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This change in marketing coincided with our new tuition plan which we launched effective July 15, 2011. Our new
plan, announced in May 2013, features tuition rates of $333.33/credit hour for masters or doctorate programs.

From 2005 through July 2011 Aspen initiated a number of pre-payment/low per course tuition plans. Together we
refer to these plans as the Legacy Tuition Plan. The last Legacy Tuition Plan that ran from June 2010 through July
2011 charged students tuition of only $3,600 for the entire 12-course Master or Doctorate program (the pre-payment
option offered the student the ability to pre-pay $2,700 for the first four courses or 12 credit hours, followed by
$112.50 per course or $37.50/credit hour for the remaining eight courses). This program was terminated as of July 15,
2011. At April 30, 2013, 38% of our degree-seeking students were on the Legacy Tuition Plan. However, those
students only represented approximately 9% of Aspen s full-time degree-seeking revenues for the four month period
ended April 30, 2013. The quarter ended December 31, 2012 represented the first quarter in which the Legacy Tuition
Plan students were not a majority of our degree-seeking students. We expect that by the end of fiscal year 2014, the
number of old-prepay students will cease to be material.

Anticipating significant growth from our new marketing efforts, we spent approximately $1,000,000 upgrading our
information technology in 2011, approximately $400,000 in 2012 and approximately $130,000 for the four months
ended April 30, 2013.

Employees

As of July 30, 2013, we had 44 full-time employees, and 64 adjunct professors. None of our employees are parties to
any collective bargaining arrangement. We believe our relationships with our employees are good.

18
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Corporate History

Aspen Group was incorporated on February 23, 2010 in Florida as a home improvement company intending to
develop products and sell them on a wholesale basis to home improvement retailers. Aspen Group was unable to
execute its business plan. In June 2011, Aspen Group changed its name to Elite Nutritional Brands, Inc. and
terminated all operations. In February 2012, Aspen Group reincorporated in Delaware under the name Aspen Group,
Inc.

Aspen was incorporated on September 30, 2004 in Delaware. Its predecessor was a Delaware limited liability
company organized in Delaware in 1999. In May 2011, Aspen merged with EGC. Aspen survived the EGC Merger.
EGC was a start-up company controlled by Mr. Michael Mathews. Mr. Mathews became Aspen s Chief Executive
Officer upon closing the EGC Merger. On March 13, 2012, Aspen Group acquired Aspen in the Reverse Merger.

Regulation

Students attending Aspen finance their education through a combination of individual resources, corporate
reimbursement programs and federal financial aid programs. The discussion which follows outlines the extensive
regulations that affect our business. Complying with these regulations entails significant effort from our executives
and other employees. Our President has two unique roles: overseeing our accreditation and regulatory compliance and
seeking to improve our academic performance. Accreditation and regulatory compliance is also expensive. Beyond the
internal costs, we began using education regulatory counsel in the summer of 2011, as our current Chief Executive
Officer focused his attention on compliance. Aspen participates in the federal student financial aid programs
authorized under Title IV. For the year ended December 31, 2012, approximately 19% of our cash-basis revenues for
eligible tuition and fees were derived from Title IV programs. In connection with a student s receipt of Title IV aid, we
are subject to extensive regulation by the DOE, state education agencies and the DETC. In particular, the Title IV
programs, and the regulations issued thereunder by the DOE, subject us to significant regulatory scrutiny in the form
of numerous standards that we must satisfy. To participate in Title IV programs, a school must, among other things,
be:

authorized to offer its programs of instruction by the applicable state education agencies in the states in which it is
physically located (in our case, Colorado);

accredited by an accrediting agency recognized by the Secretary of the DOE; and

certified as an eligible institution by the DOE.

19
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The DOE enacted regulations relating to the Title IV programs which became effective July 1, 2011. Under these new
regulations, an institution, like ours, that offers postsecondary education through distance education to students in a
state in which the institution is not physically located or in which it is otherwise subject to state jurisdiction as
determined by that state, must meet any state requirements to offer legally postsecondary education to students in that
state. The institution must be able to document state approval for distance education if requested by the DOE.

This new regulation has been recognized as a significant departure from the state authorization procedures followed
by most, if not all, institutions before its enactment. Although these new rules became effective July 1, 2011, the DOE
indicated in an April 20, 2011 guidance letter that it would not initiate any action to establish repayment liabilities or
limit student eligibility for distance education activities undertaken before July 1, 2014, provided the institution was
making a good faith effort to identify and obtain necessary state authorization before that date. However, on July 12,
2011, a federal judge for the U.S. District Court for the District of Columbia vacated the portion of the DOE s state
authorization regulation that requires online education providers to obtain any required authorization from all states in
which their students reside, finding that the DOE had failed to provide sufficient notice and opportunity to comment
on the requirement. An appellate court affirmed that ruling on June 5, 2012 and therefore this new regulation is
currently invalid. However, further guidance is expected.

Should the requirements be enforced at a later date, and if we fail to obtain required state authorization to provide
postsecondary distance education in a specific state, we could lose our ability to award Title I'V aid to students within
that state. In addition, a state may impose penalties on an institution for failure to comply with state requirements
related to an institution s activities in a state, including the delivery of distance education to persons in that state.

20
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Therefore, we are taking steps to ensure compliance in time for the earlier-effective July 1, 2014 enforcement date as
recommended for all schools facing this new (but currently invalid) regulation. We enroll students in all 50 states, as
well as the District of Columbia and Puerto Rico. We have sought and received confirmation that our operations do
not require state licensure or authorization, or we have been notified that we are exempt from licensure or
authorization requirements, in three states. We, through our legal counsel, are researching the licensure requirements
and exemption possibilities in the remaining 47 states. It is anticipated that Aspen will be in compliance with all state
licensure requirements by June of 2014, in time for the earlier-effective compliance date set by the DOE. Because we
enroll students in all 50 states, as well as the District of Columbia and Puerto Rico, we may have to seek licensure or
authorization in additional states in the future.

We are subject to extensive regulations by the states in which we become authorized or licensed to operate. State laws
typically establish standards for instruction, qualifications of faculty, administrative procedures, marketing, recruiting,
financial operations and other operational matters. State laws and regulations may limit our ability to offer educational
programs and to award degrees. Some states may also prescribe financial regulations that are different from those of
the DOE. If we fail to comply with state licensing requirements, we may lose our state licensure or authorizations.
Failure to comply with state requirements could result in Aspen losing its authorization from the Colorado
Commission on Higher Education, a department of the Colorado Department of Higher Education, or CDHE, its
eligibility to participate in Title IV programs, or its ability to offer certain programs, any of which may force us to
cease operations.

Additionally, Aspen is a Delaware corporation. Delaware law requires an institution to obtain approval from the
Delaware Department of Education, or Delaware DOE, before it may incorporate with the power to confer degrees. In
July 2012, Aspen received notice from the Delaware DOE that it is granted provisional approval status effective until
June 30, 2015.

Accreditation

Aspen is accredited by the DETC, an accrediting agency recognized by the DOE. Accreditation is a non-governmental
system for recognizing educational institutions and their programs for student performance, governance, integrity,
educational quality, faculty, physical resources, administrative capability and resources, and financial stability. In the
U.S., this recognition comes primarily through private voluntary associations that accredit institutions and programs.
To be recognized by the DOE, accrediting agencies must adopt specific standards for their review of educational
institutions. Accrediting agencies establish criteria for accreditation, conduct peer-review evaluations of institutions
and programs for accreditation, and publicly designate those institutions or programs that meet their criteria.
Accredited institutions are subject to periodic review by accrediting agencies to determine whether such institutions
maintain the performance, integrity and quality required for accreditation.

Accreditation by the DETC is important. Accreditation is a reliable indicator of an institution s quality and is an
expression of peer institution confidence. Universities depend, in part, on accreditation in evaluating transfers of credit
and applications to graduate schools. Accreditation also provides external recognition and status. Employers rely on

the accredited status of institutions when evaluating an employment candidate s credentials. Corporate and government

21



Edgar Filing: ASPEN GROUP, INC. - Form 10-KT

sponsors under tuition reimbursement programs look to accreditation for assurance that an institution maintains
quality educational standards. Moreover, institutional accreditation awarded from an accrediting agency recognized by
the DOE is necessary for eligibility to participate in Title IV programs. From time to time, DETC adopts or makes
changes to its policies, procedures and standards. If we fail to comply with any of DETC s requirements, our
accreditation status and, therefore, our eligibility to participate in Title IV programs could be at risk. The National
Advisory Committee on Institutional Quality and Integrity (the panel charged with advising DOE on whether to
recognize accrediting agencies for federal purposes, including Title IV program purposes) was scheduled to review
DETC for recognition purposes in the Spring of 2012, at which point the committee voted to recommend that DETC
recognition be continued pending its efforts to reach compliance with certain requirements. Aspen is next scheduled
for accreditation review by DETC in November 2013.

Nature of Federal, State and Private Financial Support for Postsecondary Education

An institution that applies to participate in Title IV programs for the first time, if approved, will be provisionally
certified for no more than one complete award year. Furthermore, an institution that undergoes a change in ownership
resulting in a change of control must apply to the DOE in order to reestablish its eligibility to participate in Title IV
programs. If the DOE determines to approve the application, it issues a provisional certification, which extends for a
period expiring not later than the end of the third complete award year following the date of the provisional
certification. Aspen is provisionally certified through September 30, 2013. A provisionally certified institution must
apply for and receive DOE approval of substantial changes and must comply with any additional conditions included
in its program participation agreement. If the DOE determines that a provisionally certified institution is unable to
meet its responsibilities under its program participation agreement, the DOE may seek to revoke the institution's
certification to participate in Title IV programs with fewer due process protections for the institution than if it were
fully certified.
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The federal government provides a substantial part of its support for postsecondary education through the Title IV
programs, in the form of grants and loans to students. Students can use those funds at any institution that has been
certified by the DOE to participate in the Title IV programs. Aid under Title IV programs is primarily awarded on the
basis of financial need, generally defined as the difference between the cost of attending the institution and the amount
a student can reasonably contribute to that cost. All recipients of Title IV program funds must maintain satisfactory
academic progress and must progress in a timely manner toward completion of their program of study. In addition,
each school must ensure that Title [V program funds are properly accounted for and disbursed in the correct amounts
to eligible students.

Aspen s mission is to offer students the opportunity to fund their education without relying on student loans. Effective
June 1, 2013, Aspen launched a $333.33 monthly payment plan for graduate students with three monthly installments
for each ten-week class. Although Aspen s students use less Title IV borrowing than our competitors, our goal is to
reduce that usage further.

When our students borrow from the federal government, they receive loans and grants to fund their education under
the following Title IV programs: (1) the Federal Direct Loan program, or Direct Loan and (2) the Federal Pell Grant
program, or Pell.

Currently, the majority of Aspen students self-finance all or a portion of their education. Additionally, students may
receive full or partial tuition reimbursement from their employers. Eligible students can also access private loans
through a number of different lenders for funding at current market interest rates.

Under the Direct Loan program, the DOE makes loans directly to students. The Direct Loan Program includes the
Direct Subsidized Loan, the Direct Unsubsidized Loan, the Direct PLUS Loan (including loans to graduate and
professional students), and the Direct Consolidation Loan. The Budget Control Act of 2011 signed into law in August
2011, eliminated Direct Subsidized Loans for graduate and professional students, as of July 1, 2012. The terms and
conditions of subsidized loans originated prior to July 1, 2012 are unaffected by the law.

For Pell grants, the DOE makes grants to undergraduate students who demonstrate financial need. To date, few Aspen
students have received Pell Grants. Accordingly, the Pell Grant program currently is not material to Aspen s cash
revenues.

Regulation of Federal Student Financial Aid Programs

The substantial amount of federal funds disbursed through Title IV programs, the large number of students and
institutions participating in these programs, and allegations of fraud and abuse by certain for-profit institutions have
prompted the DOE to exercise considerable regulatory oversight over for-profit institutions of higher learning.
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Accrediting agencies and state education agencies also have responsibilities for overseeing compliance of institutions
in connection with Title IV program requirements. As a result, our institution is subject to extensive oversight and
review. Because the DOE periodically revises its regulations and changes its interpretations of existing laws and
regulations, we cannot predict with certainty how the Title IV program requirements will be applied in all
circumstances. See the Risk Factors contained herein which disclose comprehensive regulatory risks.

In addition to the state authorization requirements and other regulatory requirements described herein, other
significant factors relating to Title IV programs that could adversely affect us include the following legislative action
and regulatory changes:

Congress reauthorizes the Higher Education Act approximately every five to eight years. Congress most recently
reauthorized the Higher Education Act in August 2008. We cannot predict with certainty whether or when Congress
might act to amend further the Higher Education Act. The elimination of additional Title IV programs, material
changes in the requirements for participation in such programs, or the substitution of materially different programs
could increase our costs of compliance and could reduce the ability of certain students to finance their education at our
institution.

On December 23, 2011, President Obama signed into law the Consolidated Appropriations Act of 2012, or the Act.
The law includes a number of provisions that significantly affect the Title IV programs. For example, it reduces the
income threshold at which students are assigned an automatic zero expected family contribution for purposes of
awarding financial aid for the 2012-2013 award year. Under the Act, students who do not have a high school diploma
or a recognized equivalent (e.g., GED) or do not meet an applicable home school requirement and who first enroll in a
program of study on or after July 1, 2012 will not be eligible to receive Title IV aid. The Act also makes certain
changes to the Pell Grant Program and temporarily eliminates the interest subsidy that is provided for Direct
Subsidized Loans during the six-month grace period immediately following termination of enrollment.
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Over the last several years, Congressional committees have held hearings related to for-profit postsecondary education
institutions. Additionally, the chairmen of the House and Senate education committees, along with other members of
Congress, asked the GAO, to review various aspects of the for-profit education sector, including recruitment practices,
educational quality, student outcomes, the sufficiency of integrity safeguards against waste, fraud and abuse in Title
IV programs, and the degree to which for-profit schools revenue is comprised of Title IV and other federal funding
sources. In 2010, the GAO released a report based on a three-month undercover investigation of recruiting practices at
for-profit schools. The report concluded that employees at a non-random sample of 15 for-profit schools (which did
not include Aspen) made deceptive statements to students about accreditation, graduation rates, job placement,
program costs, or financial aid. On October 31, 2011, the GAO released a second report following an additional
undercover investigation related to enrollment, cost, financial aid, course structure, substandard student performance,
withdrawal, and exit counseling. The report concluded that while some of the 15 unidentified for-profit schools
investigated appeared to follow existing policies, others did not. Although the report identified a number of
deficiencies in specific instances, it made no recommendations. On December 7, 2011, the GAO released a report that
attempted to compare the quality of education provided by for-profit, nonprofit, and public institutions based upon
multiple outcome measures including graduation rates, pass rates on licensing exams, employment outcomes, and
student loan default rates. The report found that students at for-profit institutions had higher graduation rates for
certificate programs, similar graduation rates for associate s degree programs, and lower graduation rates for bachelor
degree programs than students at nonprofit and public institutions. It also found that a higher proportion of bachelor s
degree recipients from for-profit institutions took out loans than did degree recipients from other institutions and that
some evidence exists that students at for-profits institutions default on their student loans at higher rates. On nine of
the ten licensing exams reviewed, graduates of for-profit institutions had lower pass rates than students from nonprofit
and public institutions.

As described above, certain DOE regulations have been challenged and the lawsuit is currently before a federal
appeals court. The same plaintiff in that lawsuit also filed a lawsuit in the U.S. District Court for the District of
Columbia challenging the DOE s final regulations on gainful employment, which are discussed below. The lawsuit is
currently pending.

The DOE currently is in the process of developing proposed regulations to amend regulations pertinent to the Title IV
loan programs and teacher education. We are unable to predict the timing or the proposed or final form of any
regulations that the DOE ultimately may adopt and the impact of such regulations on our business.

Administrative Capability. DOE regulations specify extensive criteria by which an institution must establish that it has
the requisite administrative capability to participate in Title IV programs. Failure to satisfy any of the standards may
lead the DOE to find the institution ineligible to participate in Title IV programs or to place the institution on
provisional certification as a condition of its participation. To meet the administrative capability standards, an
institution must, among other things:

comply with all applicable Title IV program regulations;
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have capable and sufficient personnel to administer the federal student financial aid programs;

have acceptable methods of defining and measuring the satisfactory academic progress of its students;

have cohort default rates above specified levels;

have various procedures in place for safeguarding federal funds;

not be, and not have any principal or affiliate who is, debarred or suspended from federal contracting or engaging in
activity that is cause for debarment or suspension;

provide financial aid counseling to its students;

refer to the DOE’s Office of