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ITEM 2.01    COMPLETION OF ACQUISITION OR DISPOSITION OF ASSETS.

On March 13, 2012, Aspen Group, Inc. f/k/a Elite Nutritional Brands, Inc., a Delaware Corporation (the “Public
Company”) entered into an Agreement and Plan of Merger and Reorganization (the “Merger Agreement”) by and among
the Public Company, Aspen University Inc., a privately-held Delaware corporation (“Aspen”), and Aspen Acquisition
Sub., Inc. (“AcquisitionCo”), a wholly-owned subsidiary of the Public Company.  The merger transaction contemplated
under the Merger Agreement (the “Reverse Merger”) closed on March 13, 2012, at which time AcquisitionCo was
merged with and into Aspen, and Aspen, as the surviving corporation, became a wholly-owned subsidiary of the
Public Company.

The Public Company’s sole director approved the Merger Agreement, the Reverse Merger and the other transactions
contemplated under the Merger Agreement on behalf of the Public Company as the sole shareholder of
AcquisitionCo.  All of the directors and a majority of the outstanding voting power of Aspen approved the Merger
Agreement, the Reverse Merger and the other transactions contemplated thereunder.  Immediately following the
closing of the Reverse Merger, the Public Company changed its business plan and operations to that of Aspen.

As of the closing of the Reverse Merger, the Public Company had 9,760,000 shares of common stock outstanding and
$20,000 of convertible notes convertible into 20,000 shares of common stock. The Public Company issued Aspen
shareholders 25,515,204 shares of common stock. The Public Company also agreed to assume $500,000 of Aspen
convertible notes, convertible at $1.00 per share and 456,000 warrants exercisable at $1.00 per share upon cancellation
of the Aspen notes and warrants.

The Public Company was a “shell company” (as such term is defined in Rule 12b-2 under the Securities Exchange Act
of 1934 (the “Exchange Act”)) immediately before the completion of the Reverse Merger. Accordingly, pursuant to the
requirements of Item 2.01 of Form 8-K, set forth below is the information that would be required if the Public
Company were filing a general form for registration of a class of securities on Form 10 under the Exchange Act, with
such information reflecting the Public Company and its securities upon consummation of the Reverse Merger.
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Changes to the Business.  The Public Company intends to carry on the business of Aspen as its sole line of
business.  Upon closing of the Reverse Merger, we relocated our offices to the offices of Aspen.

Changes to the Board of Directors and Executive Officers.  Upon the closing of the Reverse Merger, the sole director
of the Public Company resigned and the directors of Aspen were appointed as directors of the Public Company
together with one additional director designee. In addition, upon the closing of the Reverse Merger, the sole officer of
the Public Company resigned and the officers of Aspen were appointed as the officers of the Public Company.

Accounting Treatment. The Reverse Merger is being accounted for as a reverse-merger and recapitalization. Aspen is
the acquirer for financial reporting purposes and the Public Company is the acquired company. Consequently, the
assets and liabilities and the operations that will be reflected in the historical financial statements prior to the Reverse
Merger will be those of Aspen and will be recorded at the historical cost basis of Aspen, and the consolidated financial
statements after completion of the Reverse Merger will include the assets and liabilities of the Public Company and
Aspen, and the historical operations of Aspen and operations of the Public Company from the closing date of the
Merger.

Tax Treatment; Small Reporting Company. The Reverse Merger is intended to constitute a reorganization within the
meaning of the Internal Revenue Code of 1986 (the “Code”), or such other tax free reorganization exemptions that may
be available under the Code. Following the Reverse Merger, the Public Company will continue to be a “smaller
reporting company,” as defined in Item 10(f)(1) of Regulation S-K, as promulgated by the Securities and Exchange
Commission (“SEC”).

Corporate History. The Public Company 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.  The Public
Company was unable to execute its business plan.  In June 2011, the Public Company changed its name to Elite
Nutritional Brands, Inc. and terminated all operations. In February 2012, the Public Company reincorporated in
Delaware under the name Aspen Group, Inc.  It also effected a reverse stock split, and the officer and director of the
Public Company prior to the Reverse Merger returned to the Public Company’s treasury all but 2,000,000 of his
personally-owned shares of common stock.

Aspen was incorporated on September 30, 2004 in Delaware.  Its predecessor was a Delaware limited liability
company organized in Delaware in 1999.

EGC Merger. In May 2011, Aspen entered into an Agreement and Plan of Merger and merged with Education Growth
Corporation (the “EGC Merger”) Aspen survived the merger. Education Growth Corporation (“EGC”) was a start-up
company controlled by Mr. Michael Mathews. Mr. Mathews became Aspen’s Chief Executive Officer upon closing the
EGC Merger.  Mr. Patrick Spada, the founder of Aspen, remained as Chairman and by virtue of his ownership of
Series C Preferred Stock (“Series C”) retained control of Aspen.

Developments Related to Change of Control of Aspen. In September 2011, the founder of Aspen, Mr. Spada decided
to retire as an officer and director of Aspen. As a result, Aspen closed a transaction pursuant to which Mr. Spada
agreed to retire as an officer and director, to sell some of his voting stock of Aspen to current shareholders and
directors of Aspen, and to sign a Consulting Agreement with Aspen.  See “Related Person Transactions” at page 85 of
this report.  Concurrently with this September 2011 transaction, Aspen completed a financing and raised gross
proceeds of $1,700,000.  On September 16, 2011, Mr. Spada’s corporation, Higher Education Management Group, Inc.
(“HEMG”) issued an irrevocable proxy to Aspen’s Board of Directors  (the “Board”) permitting the Board to vote HEMG’s
shares of Series C in favor of a merger or share exchange with a public company.
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Description of Business

As used in this Form 8-K, all references to “we,” “our” and “us” for periods prior to the closing of the Reverse Merger refer
to Aspen, as a privately owned company, and for periods subsequent to the closing of the Reverse Merger refer to the
Public Company and its subsidiaries (including Aspen), unless the context otherwise indicates. In referring to
academic matters, these words refer solely to Aspen University Inc.

Founded in 1987, 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 - 67% 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 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 that
88% of our full-time degree-seeking students as of December 31, 2011 were enrolled in a graduate degree program
(master or doctorate degree program). As of December 31, 2011, 1,477 students were enrolled full-time at Aspen, with
1,297 students, or 88%, of Aspen’s full-time, degree-seeking student body enrolled in master or doctoral degree
programs.  In addition, 496 students are enrolled in a certificate or continuing education program. Aspen is committed
to maintaining its focus on being a predominantly graduate school for the foreseeable 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 and Master of Science in Nursing represent the two
largest degree programs among our full-time, degree-seeking student body as of December 31, 2011.
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We are accredited by the Distance Education and Training Council (“DETC”), a “national accrediting agency” recognized
by the U.S. Department of Education (“DOE”).  Aspen first received DETC accreditation in 1993 and most recently
received re-accreditation in January 2009.  In February 2012, DETC informed Aspen that it had approved the change
of ownership application related to the Reverse Merger, subject to customary conditions. Additionally, Aspen is
authorized by the Colorado Commission on Higher Education, a departmental division of the Colorado Department of
Higher Education (“CDHE”), to operate in Colorado as a private university under the Degree Authorization Act.  In
January 2012, the CDHE informed Aspen that it would remain in good standing with CDHE after the Reverse Merger,
provided Aspen retained its accreditation after the acquisition.  In February 2012, Aspen informed CDHE regarding
DETC’s approval of the change in ownership and control related to the Reverse Merger.  In February 2009 , the DOE
provisionally certified Aspen to participate in the federal student financial aid programs authorized under Title IV of
the Higher Education Act (“Title IV”).  Under such certification, Aspen is restricted to a limit of 500 student recipients
for Title IV funding for the duration of this provisional certification.  As of December 31, 2011, Aspen had 171
students that were participating in the Title IV programs.  During the duration of Aspen’s provisional certification, a
total of 243 Aspen students have received Title IV aid.  We applied timely for re-certification in June 2011, but the
application remained pending at the time of the Reverse Merger.  Aspen submitted a voluntary pre-acquisition review
application to the DOE in connection with the Reverse Merger, but the DOE had not acted on that application at the
time of the Reverse Merger.  Consistent with the Higher Education Act, Aspen’s certification to participate in Title IV
programs terminated after closing of the Reverse Merger, and Aspen must apply to DOE to reestablish its eligibility
and certification to participate in the Title IV programs.  However, in order to avoid significant disruption in
disbursements of Title IV funds, the DOE may temporarily and provisionally certify an institution that is seeking
approval of a change in ownership, like Aspen, under certain circumstances while the DOE reviews the institution’s
application.  On March 15, 2012 the DOE asked Aspen to notify it in writing whether Aspen would be able to provide
to the DOE by March 28, 2012 a letter of credit in the amount of $105,865, which is 10% of Aspen’s Title IV receipts
in 2011.  Aspen has timely informed the DOE that it will provide the requested letter of credit by March 28, 2012.  

Furthermore, DOE may impose additional or different terms and conditions in any final provisional program
participation agreement that it may issue after it reviews Aspen’s application for approval of the change in ownership
and control, including growth restrictions or limitation on the number of students who may receive Title IV aid.

In 2008, Aspen received accreditation of its Master of Science in Nursing Program with the Commission on
Collegiate Nursing Education (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. The program is next scheduled for on-site evaluation by the Nursing
Commission in Spring 2012. We currently offer a variety of nursing degrees including: RN-to-MSN Bridge Program
(seven course program), Masters of Science in Nursing Education, and Masters of Science in Nursing Administration
and Management.  Students may apply to the RN-to MSN bridge program if they hold an associate nursing
degree.  Students that complete our RN-to-MSN Bridge program matriculate into our Master of Nursing program,
allowing them to bypass the Bachelor of Nursing program offered at other universities.
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Aspen is a Global Charter Education Provider for the Project Management Institute (“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 (“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 University 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 (“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.

In 2012, Aspen plans to add five new degree or certificate programs and one specialization. Aspen plans to seek
DETC approval for the following:

�  Certificate in Internet Marketing;
�  Doctorate of Nursing Practice;
�  Bachelor of Science in Technology (with specialization in telecommunications and digitally integrated premise
design);

�  Bachelor of Fine Arts;
�  Associate in Fine Arts; and
�  MBA Specialization in Internet Marketing.

Aspen also plans to seek DOE approval for the above programs in order to award Title IV aid to students participating
in such programs.  See “Regulation” beginning at page 15 of this report.  These programs and certificates focus on
Aspen’s strategic goal of increasing enrollments in business, nursing, and technology program areas.

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.
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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 require debt financing to fund Aspen’s tuition
requirements.

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.  67% 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.  The new faculty service department will offer a continuing faculty development program (training and
courses) as well as a centralized instructional design component.  For example, the faculty service department will
offer training on the new technology and tools that Aspen adopted in 2011.  This training will enable Aspen’s faculty
to implement optimally the new technology and tools.  The faculty service department will also include an
instructional design department, which will centralize preparation of course materials.

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% - 98% of students on average expressed satisfaction with
their recently completed course.

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.
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Industry Overview

The U.S. market for postsecondary education is a large, growing market. According to a 2011 publication by the
National Center for Education Statistics (“NCES”), the number of postsecondary learners enrolled as of Fall 2009 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 2009, the median earnings of
young adults with a bachelor’s degree was $51,000 for men and $40,100 for women compared to $40,000 for men and
$35,000 for women with an associate’s degree and $32,900 for men and $25,000 for women 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 in this report 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. (Nasdaq:
APEI), DeVry Inc. (NYSE: DV), Grand Canyon Education, Inc. (Nasdaq: LOPE), ITT Educational Services, Inc.
(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 373,000 students
(based upon APOL’s Form 10-Q filed on January 5, 2012).  As of December 31, 2011, Aspen had 1,973 students
currently 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.
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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;
●    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.
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Curricula

Certificates
Certificate in Information Technology with specializations in
   • Information Systems Management
   • Java Development
   • Object Oriented Application Development
   • Smart Home Integration
   • Web Development
Certificate in Project Management

Associates Degrees
Associate of General Studies
Associate of Applied Science Early Childhood Education

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
Bachelor of Science in Medical Managements
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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
•• 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
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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 and students may enroll in up to a maximum
of three courses at a time. Online interactive courses are offered five times a year.
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Sales and Marketing

Prior to the EGC Merger, Aspen had conducted minimal efforts and spent immaterial sums on sales and marketing.
During the second half of 2011, Mr. Michael Mathews and his team made significant changes to our sales and
marketing program and spent a significant amount of time 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 lead
generation companies to attract prospective students.  To our knowledge, most if not all for-profit online universities
utilize multiple third-party 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 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, 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 and Yahoo search engines 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.
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In October 2011, Aspen began to advertise directly on website publisher sites, reaching prospective students who
would benefit from the programs we offer within nursing and business programs.

In November 2011, Aspen complemented its search and social media marketing programs by utilizing proprietary
email networks to send Aspen branded email advertisements specific to the nursing and business programs. These
email networks are provided with Aspen marketing advertisements which relate to those programs and direct students
to program specific informational pages. At all times marketing serves to provide prospective students with
information about Aspen and their indicated program of interest, so that students may make an informed decision
regarding Aspen. All networks are carefully vetted and only utilize advertisements created and approved by Aspen in
order to ensure the messages adhere to our rigorous quality and integrity standards.

Aspen’s marketing plan in 2012 is consistent with the changes made in 2011. In the fiscal quarter ending March 31,
2012, Aspen intends to  increase its marketing spend rates during the course of 2012 assuming Aspen is able to raise
sufficient capital. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations” later
in this report. Aspen recently hired an Executive Vice President of Marketing, who will supervise the opening of a
new call center in the Phoenix-metro area in 2012, subject to any required regulatory approvals. This executive has
prior experience in marketing with an online university competitor and, more recently, an online lead generation
company.

This change in marketing coincided with our new tuition plan which we launched effective July 15, 2011.  Our new
plan features increased tuition rates on a per course basis; i.e. $300/credit hour for master or doctorate program, with a
pre-payment option that offers students a discount of approximately 33% off the $300/credit hour standard payment
plan.

Previously in June 2010, Aspen initiated a combination pre-payment/low per course plan that 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. In 2011, 29% of our
revenue were derived from the 2010 plan and 49% of our full-time students were on this plan.

Anticipating significant growth from our new marketing efforts, we spent approximately $1.1 million in 2011
upgrading our information technology.
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Employees

We have 34 full-time employees.  As of the date of this report, we had 67 adjunct professors.  None of our employees
are parties to any collective bargaining arrangement. We believe our relationships with our employees are good.

Property

Our corporate headquarters are located in a facility in Denver, Colorado, consisting of approximately 3,900 square
feet of office space under a lease that expires in September 2015.  This facility accommodates our academic
operations.  We believe that our existing facilities are suitable and adequate and that we have sufficient capacity to
meet our current anticipated needs.  Our executive offices are in New York City where we lease 2,000 square feet
under a month-to-month sublease.

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, 2011, approximately 7% 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:
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● 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.

The DOE recently enacted new regulations relating to the Title IV programs.   Many of those regulations were
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.  These new rules were to become effective July 1, 2011, although 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.  Should the requirements be enforced, however, 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
IV 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.

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 have submitted or are in the process of
submitting applications for approval or exemption in 12 states and are continuing to assess whether we are required to
obtain authorization from the remaining states or jurisdictions.
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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, 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 (“Delaware DOE”) before it may incorporate with the power to confer
degrees.  Aspen did not obtain such approval.  It has begun communications with the Delaware DOE and is taking
steps to obtain Delaware DOE approval.  An application to the State of Delaware has been made and we are awaiting
a decision or additional guidance.

Accreditation

Aspen has been accredited since 1993 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.
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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 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) is next
scheduled to review DETC for recognition purposes in Spring 2012.  Aspen is next scheduled for accreditation
renewal by DETC in January 2014.

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. Prior to the Reverse Merger, Aspen was provisionally certified because it was a new participant in the
Title IV programs. If the DOE approves the change in ownership and control, Aspen will be provisionally certified. 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 IV program funds are properly accounted for and disbursed in the correct amounts
to eligible students.

Our students receive loans and grants to fund their education under the following Title IV programs: (1) the Federal
Direct Loan program (“Direct Loan”) and (2) the Federal Pell Grant (“Pell”) program.

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 (“BCA”), 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.  In 2011, Direct
Subsidized Loans were 3% of Aspen’s cash revenues as calculated in accordance with the DOE’s 90/10 rule.  Cash
revenues are not revenues reported on Aspen’s Consolidated Financial Statements contained in this report.

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 Federal Pell Grant program currently is not material to Aspen
given the fact that Pell Grant’s represented less than 1% of Aspen’s cash revenues as calculated in accordance with the
DOE’s 90/10 rule.
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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.
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 in this report 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. 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 General Accounting Office (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’s 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 earlier in this report, 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.
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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;

● 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;

● not 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 Inspector General any credible information indicating that any
applicant, student, employee, or agent of the institution, has been engaged in any fraud or other
illegal conduct involving Title IV programs;

● report annually to the Secretary of Education on any reasonable reimbursements paid or provided
by a private education lender or group of lenders to any employee who is employed in the
institution’s financial aid office or who otherwise has responsibilities with respect to education
loans;

● develop and apply an adequate system to identify and resolve conflicting information with respect
to a student’s application for Title IV aid;

● submit in a timely manner all reports and financial statements required by the regulations; and

● not otherwise appear to lack administrative capability.

Among other things, new DOE regulations require that an institution must evaluate satisfactory academic progress (1)
at the end of each payment period if the length of the educational program is one academic year or less or (2) for all
other educational programs, at the end of each payment period or at least annually to correspond to the end of a
payment period. Second, the new DOE regulations add an administrative capability standard related to the existing
requirement that students must have a high school diploma or its recognized equivalent in order to be eligible for Title
IV aid. Under the new administrative capability standard, institutions must develop and follow procedures for
evaluating the validity of a student’s high school diploma if the institution or the Secretary of Education has reason to
believe that the student’s diploma is not valid.
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If an institution fails to satisfy any of these criteria or any other DOE regulation, the DOE may:

● require the repayment of Title IV funds;

● transfer the institution from the “advance” system of payment of Title IV funds to cash monitoring
status or to the “reimbursement” system of payment;

● place the institution on provisional certification status; or

● commence a proceeding to impose a fine or to limit, suspend or terminate the participation of the
institution in Title IV programs.

If we are found not to have satisfied the DOE’s “administrative capability” requirements, we could lose, or be limited in
our access to, Title IV program funding.

Distance Education. We offer all of our existing degree and certificate programs via Internet-based
telecommunications from our headquarters in Colorado. Under the Higher Education Opportunity Act, an accreditor
that evaluates institutions offering distance education must require such institutions to have processes through which
the institution establishes that a student who registers for a distance education program is the same student who
participates in and receives credit for the program. Under recent DOE regulations, if an institution 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 the state, the institution must meet any
state requirements for it to offer legally postsecondary distance education in that state. The institution must be able to
document state approval for distance education if requested by the DOE. In addition, states must have a process to
review and take appropriate action on complaints concerning postsecondary institutions. These new rules were to
become effective July 1, 2011, although 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.  As described earlier in this report, certain DOE regulations have been
vacated by a federal court pending appeal.
Financial Responsibility. The Higher Education Act and DOE regulations establish extensive standards of financial
responsibility that institutions such as Aspen must satisfy to participate in Title IV programs. These standards
generally require that an institution provide the resources necessary to comply with Title IV program requirements
and meet all of its financial obligations, including required refunds and any repayments to the DOE for liabilities
incurred in programs administered by the DOE.
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The DOE evaluates institutions on an annual basis for compliance with specified financial responsibility standards that
include a complex formula that uses line items from the institution’s audited financial statements.  In addition, the
financial responsibility standards require an institution to receive an unqualified opinion from its accountants on its
audited financial statements, maintain sufficient cash reserves to satisfy refund requirements, meet all of its financial
obligations, and remain current on its debt payments.  The formula focuses on three financial ratios: (1) equity ratio
(which measures the institution’s capital resources, financial viability, and ability to borrow); (2) primary reserve ratio
(which measures the institution’s viability and liquidity); and (3) net income ratio (which measures the institution’s
profitability or ability to operate within its means). An institution’s financial ratios must yield a composite score of at
least 1.5 for the institution to be deemed financially responsible without the need for further federal oversight. The
DOE may also apply such measures of financial responsibility to the operating company and ownership entities of an
eligible institution.  We have applied the composite score analysis to Aspen’s financial statements as of and for the
year ended December 31, 2011, and calculated a composite score of 1.75 out of a maximum score of 3.0. We therefore
believe that we meet the DOE’s composite score standards. However, our audited financial statements for the year
ended December 31, 2011 contain a going concern opinion.  Under DOE regulations, even if an institution meets all
of the other financial responsibility requirements, it is not considered to be financially responsible if the relevant
financial statement audits contain a going concern opinion. If the DOE were to determine that we do not meet its
financial responsibility standards, we may be able to establish financial responsibility on an alternative
basis.  Alternative bases include, for example:

●  posting a letter of credit in an amount equal to at least 50% of the total Title IV program funds received by us during
our most recently completed fiscal year;
●  posting a letter of credit in an amount equal to at least 10% of such prior year’s Title IV program funds received by
us, accepting provisional certification, complying with additional DOE monitoring requirements and agreeing to
receive Title IV program funds under an arrangement other than the DOE’s standard advance payment arrangement
such as the “reimbursement” system of payment or cash monitoring; or
●  complying with additional DOE monitoring requirements and agreeing to receive Title IV program funds under an
arrangement other than the DOE’s standard advance payment arrangement such as the “reimbursement” system of
payment or cash monitoring.

Failure to meet the DOE’s “financial responsibility” requirements, either because we do not meet the DOE’s financial
responsibility standards or are unable to establish financial responsibility on an alternative basis, would cause us to
lose access to Title IV program funding.

As stated earlier, consistent with the Higher Education Act, Aspen’s certification to participate in Title IV programs
terminated after closing of the Reverse Merger, and Aspen must apply to DOE to reestablish its eligibility and
certification to participate in the Title IV programs.  However, in order to avoid significant disruption in
disbursements of Title IV funds, the DOE may temporarily and provisionally certify an institution that is seeking
approval of a change in ownership, like Aspen, under certain circumstances while the DOE reviews the institution’s
application.  On March 15, 2012 the DOE asked Aspen to notify it in writing whether Aspen would be able to provide
to the DOE by March 28, 2012 a letter of credit in the amount of $105,865, which is 10% of Aspen’s Title IV receipts
in 2011.  Aspen has timely informed the DOE that it will provide the requested letter of credit by March 28,
2012.  The DOE may impose additional terms and conditions in any temporary provisional program participation
agreement that it may issue pending review of Aspen’s application for approval of the change in ownership and
control.  Furthermore, DOE may impose additional or different terms and conditions in any final provisional program
participation agreement that it may issue after it reviews Aspen’s application for approval of the change in ownership
and control.

Third-Party Servicers.   DOE regulations permit an institution to enter into a written contract with a third-party
servicer for the administration of any aspect of the institution’s participation in Title IV programs. The third-party
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servicer must, among other obligations, comply with Title IV requirements and be jointly and severally liable with the
institution to the Secretary of Education for any violation by the servicer of any Title IV provision. An institution must
report to the DOE new contracts with or any significant modifications to contracts with third-party servicers as well as
other matters related to third-party servicers. We contract with a third-party servicer which performs certain activities
related to our participation in Title IV programs. If our third-party servicer does not comply with applicable statute
and regulations including the Higher Education Act, we may be liable for its actions, and we could lose our eligibility
to participate in Title IV programs.
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Title IV Return of Funds. Under the DOE’s return of funds regulations, when a student withdraws, an institution must
return unearned funds to the DOE in a timely manner.  An institution must first determine the amount of Title IV
program funds that a student “earned.” If the student withdraws during the first 60% of any period of enrollment or
payment period, the amount of Title IV program funds that the student earned is equal to a pro rata portion of the
funds for which the student would otherwise be eligible. If the student withdraws after the 60% threshold, then the
student has earned 100% of the Title IV program funds. The institution must return to the appropriate Title IV
programs, in a specified order, the lesser of (i) the unearned Title IV program funds and (ii) the institutional charges
incurred by the student for the period multiplied by the percentage of unearned Title IV program funds. An institution
must return the funds no later than 45 days after the date of the institution’s determination that a student withdrew. If
such payments are not timely made, an institution may be subject to adverse action, including being required to submit
a letter of credit equal to 25% of the refunds the institution should have made in its most recently completed year.
Under DOE regulations, late returns of Title IV program funds for 5% or more of students sampled in the institution’s
annual compliance audit constitutes material non-compliance. Aspen’s academic calendar structure is a non-standard
term with rolling start dates with defined length of term (16 week term).

The “90/10 Rule.” A requirement of the Higher Education Act commonly referred to as the “90/10 Rule,” applies only to
“proprietary institutions of higher education,” which includes Aspen. An institution is subject to loss of eligibility to
participate in the Title IV programs if it derives more than 90% of its revenues (calculated on a cash basis and in
accordance with a DOE formula) from Title IV programs for two consecutive fiscal years. An institution whose rate
exceeds 90% for any single fiscal year will be placed on provisional certification for at least two fiscal years and may
be subject to other conditions specified by the Secretary of the DOE.  For the year ended December 31, 2011, we
derived approximately 7% of our revenues (calculated on a cash basis and in accordance with a DOE formula) from
Title IV program funds.

Student Loan Defaults. Under the Higher Education Act, an education institution may lose its eligibility to participate
in some or all of the Title IV programs if defaults on the repayment of Direct Loan Program loans by its students
exceed certain levels. (For each federal fiscal year, a rate of student defaults (known as a “cohort default rate”) is
calculated for each institution with 30 or more borrowers entering repayment in a given federal fiscal year by
determining the rate at which borrowers who become subject to their repayment obligation in that federal fiscal year
default by the end of the following federal fiscal year. For such institutions, the DOE calculates a single cohort default
rate for each federal fiscal year that includes in the cohort all current or former student borrowers at the institution
who entered repayment on any Direct Loan Program loans during that year.
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If the DOE notifies an institution that its cohort default rates for each of the three most recent federal fiscal years are
25% or greater, the institution’s participation in the Direct Loan Program and the Federal Pell Grant Program ends
30 days after the notification, unless the institution appeals in a timely manner that determination on specified grounds
and according to specified procedures. In addition, an institution’s participation in Title IV ends 30 days after
notification that its most recent fiscal year cohort default rate is greater than 40%, unless the institution timely appeals
that determination on specified grounds and according to specified procedures. An institution whose participation ends
under these provisions may not participate in the relevant programs for the remainder of the fiscal year in which the
institution receives the notification, as well as for the next two fiscal years.

If an institution’s cohort default rate equals or exceeds 25% in any single year, the institution may be placed on
provisional certification status. Provisional certification does not limit an institution’s access to Title IV program
funds; however, an institution with provisional status is subject to closer review by the DOE and may be subject to
summary adverse action if it violates Title IV program requirements. If an institution’s default rate exceeds 40%, the
institution may lose eligibility to participate in some or all Title IV programs. Since Aspen has only recently begun to
participate in Title IV programs and our certification limits the number of Aspen students who may receive Title IV
aid, we do not yet have reporting data on our cohort default rates for the three most recent federal fiscal years for
which cohort default rates have been officially calculated, namely 2007, 2008 and 2009.  The primary reason is that
we have not yet had students who have begun to repay their Title IV loans.

The Higher Education Opportunity Act extended by one year the period for measuring the cohort default rate,
effective with cohort default rates for federal fiscal year 2009. The current method of calculating rates will remain in
effect and will be used to determine any sanctions on institutions because of their cohort default rates until three
consecutive years of official cohort default rates calculated under the new formula are available – i.e., in 2014.
Effective in 2012, the threshold for ending an institution’s participation in the relevant Title IV programs increases
from 25% to 30%.

Incentive Compensation Rules. As a part of an institution’s program participation agreement with the DOE and in
accordance with the Higher Education Act, an institution may not provide any commission, bonus or other incentive
payment to any person or entity engaged in any student recruitment, admissions or financial aid awarding activity
based directly or indirectly on success in securing enrollments or financial aid. Failure to comply with the incentive
payment rule could result in termination of participation in Title IV programs, limitation on participation in Title IV
programs, or financial penalties.
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In recent years, other postsecondary educational institutions have been named as defendants to whistleblower
lawsuits, known as “qui tam” cases, brought by current or former employees pursuant to the Federal False Claims Act,
alleging that their institution’s compensation practices did not comply with the incentive compensation rule. A qui tam
case is a civil lawsuit brought by one or more individuals, referred to as a relator, on behalf of the federal government
for an alleged submission to the government of a false claim for payment. The relator, often a current or former
employee, is entitled to a share of the government’s recovery in the case, including the possibility of treble damages. A
qui tam action is always filed under seal and remains under seal until the government decides whether to intervene in
the case. If the government intervenes, it takes over primary control of the litigation. If the government declines to
intervene in the case, the relator may nonetheless elect to continue to pursue the litigation at his or her own expense on
behalf of the government. Any such litigation could be costly and could divert management’s time and attention away
from the business, regardless of whether a claim has merit.

The GAO released a report finding that the DOE has inadequately enforced the current ban on incentive payments. In
response, the DOE has undertaken to increase its enforcement efforts by, among other approaches, strengthening
procedures provided to auditors reviewing institutions for compliance with the incentive payments ban and updating
its internal compliance guidance in light of the GAO findings and the recently amended DOE incentive payment rule.

Code of Conduct Related to Student Loans.   As part of an institution’s program participation agreement with the DOE,
Higher Education Opportunity Act (“HEOA”) requires that institutions that participate in Title IV programs adopt a
code of conduct pertinent to student loans. For financial aid office or other employees who have responsibility related
to education loans, the code must forbid, with limited exceptions, gifts, consulting arrangements with lenders, and
advisory board compensation other than reasonable expense reimbursement. The code also must ban revenue-sharing
arrangements, “opportunity pools” that lenders offer in exchange for certain promises, and staffing assistance from
lenders. The institution must post the code prominently on its website and ensure that its officers, employees, and
agents who have financial aid responsibilities are informed annually of the code’s provisions. In addition to the code of
conduct requirements that apply to institutions, HEOA contains provisions that apply to private lenders, prohibiting
such lenders from engaging in certain activities as they interact with institutions. Failure to comply with the code of
conduct provision could result in termination of our participation in Title IV programs, limitations on participation in
Title IV programs, or financial penalties.
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Misrepresentation.  The Higher Education Act and current regulations authorize the DOE to take action against an
institution that participates in Title IV programs for any “substantial misrepresentation” made by that institution
regarding the nature of its educational program, its financial charges, or the employability of its graduates. Effective
July 1, 2011, DOE regulations expand the definition of “substantial misrepresentation” to cover additional
representatives of the institution and additional substantive areas and expands the parties to whom a substantial
misrepresentation cannot be made. The regulations also augment the actions the DOE may take if it determines that an
institution has engaged in substantial misrepresentation. Under the final regulations, the DOE may revoke an
institution’s program participation agreement, impose limitations on an institution’s participation in Title IV programs,
or initiate proceedings to impose a fine or to limit, suspend, or terminate the institution’s participation in Title IV
programs.

Credit Hours.  The Higher Education Act and current regulations use the term “credit hour” to define an eligible
program and an academic year and to determine enrollment status and the amount of Title IV aid an institution may
disburse during a payment period. Recently, both Congress and the DOE have increased their focus on institutions’
policies for awarding credit hours. Recent DOE regulations define the previously undefined term “credit hour” in terms
of a certain amount of time in class and outside class, or an equivalent amount of work. The regulations also require
accrediting agencies to review the reliability and accuracy of an institution’s credit hour assignments. If an accreditor
identifies systematic or significant noncompliance in one or more of an institution’s programs, the accreditor must
notify the Secretary of Education.  If the DOE determines that an institution is out of compliance with the credit hour
definition, the DOE could require the institution to repay the incorrectly awarded amounts of Title IV aid. In addition,
if the DOE determines that an institution has significantly overstated the amount of credit hours assigned to a
program, the DOE may fine the institution, or limit, suspend, or terminate its participation in the Title IV programs.
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Compliance Reviews. We are subject to announced and unannounced compliance reviews and audits by various
external agencies, including the DOE, its Office of Inspector General, state licensing agencies, and accrediting
agencies. As part of the DOE’s ongoing monitoring of institutions’ administration of Title IV programs, the Higher
Education Act and DOE regulations require institutions to submit annually a compliance audit conducted by an
independent certified public accountant in accordance with Government Auditing Standards and applicable audit
standards of the DOE. These auditing standards differ from those followed in the audit of our financial statements
filed with this report. In addition, to enable the DOE to make a determination of financial responsibility, institutions
must annually submit audited financial statements prepared in accordance with DOE regulations.  Furthermore, the
DOE regularly conducts program reviews of education institutions that are participating in the Title IV programs, and
the Office of Inspector General of the DOE regularly conducts audits and investigations of such institutions.  In
August 2010, the Secretary of Education announced in a letter to several members of Congress that, in part in
response to recent allegations against proprietary institutions of deceptive trade practices and noncompliance with
DOE regulations, the DOE planned to strengthen its oversight of Title IV programs through, among other approaches,
increasing the number of program reviews by 50%, from 200 conducted in 2010 to up to 300 reviews in 2011.

Potential Effect of Regulatory Violations. If we fail to comply with the regulatory standards governing Title IV
programs, the DOE could impose one or more sanctions, including transferring Aspen to the reimbursement or cash
monitoring system of payment, seeking to require repayment of certain Title IV program funds, requiring Aspen to
post a letter of credit in favor of the DOE as a condition for continued Title IV certification, taking emergency action
against us, referring the matter for criminal prosecution or initiating proceedings to impose a fine or to limit,
condition, suspend or terminate our participation in Title IV programs.

We also may be subject, from time to time, to complaints and lawsuits relating to regulatory compliance brought not
only by our regulatory agencies, but also by other government agencies and third parties, such as present or former
students or employees and other members of the public.

Restrictions on Adding Educational Programs. State requirements and accrediting agency standards may, in certain
instances, limit our ability to establish additional programs. Many states require approval before institutions can add
new programs under specified conditions.  The Colorado Commission on Higher Education, and other state
educational regulatory agencies that license or authorize us and our programs, may require institutions to notify them
in advance of implementing new programs, and upon notification may undertake a review of the institution’s licensure
or authorization.

29

Edgar Filing: ASPEN GROUP, INC. - Form 8-K

33



In addition, we were advised by the DOE that because we were provisionally certified due to being a new Title IV
program participant, we could not add new degree or non-degree programs for Title IV program purposes, except
under limited circumstances and only if the DOE approved such new program, until the DOE reviewed a compliance
audit that covered one complete fiscal year of Title IV program participation. That fiscal year ended on December 31,
2010, and we timely submitted our compliance audit and financial statements to the DOE.  In addition, in June 2011,
Aspen timely applied for recertification to participate in Title IV programs.  At the time of the Reverse Merger, the
DOE had not acted on our 2010 financial statements and compliance audits, nor had it acted on our recertification
application.

Recent DOE regulations establish a new process under which an institution must apply for approval to offer a program
that, under the Higher Education Act, must prepare students for “gainful employment in a recognized occupation” in
order to be eligible for Title IV funds.  An institution must notify the DOE at least 90 days before the first day of
classes when it intends to add a program that prepares students for gainful employment. The DOE may, as a condition
of certification to participate in Title IV programs, require prior approval of programs or otherwise restrict the number
of programs an institution may add.

DETC requires pre-approval of new courses, programs, and degrees that are characterized as a “substantive change.” An
institution must obtain written notice approving such change before it may be included in the institution’s grant of
accreditation. An institution is further prohibited from advertising or posting on its website information about the
course or program before it has received approval. The process for obtaining approval generally requires submission
of a report and course materials and may require a follow-up on-site visit by an examining committee. As stated
earlier, we are seeking DETC’s approval permitting us to offer new degrees and certificate programs.
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Gainful Employment. Under the Higher Education Act, proprietary schools are eligible to participate in Title IV
programs only in respect of education programs that lead to gainful employment in a recognized occupation.  Under
the DOE rules, with respect to each gainful employment program, a proprietary institution of higher education must
provide prospective students with the identities of the occupations that the program prepares students to enter, total
program cost, on-time completion rate, job placement rate (if applicable), and median loan debt of students who
complete the program.  Under these reporting rules, with respect to each gainful employment program, an institution
must annually submit information to the DOE regarding each enrolled student, including the amount of debt
incurred.  Institutions must report information no earlier than September 30 of the calendar year in which the award
year ends but no later than the deadline established by the DOE.  Under the new program requirements, institutions
are required to notify the DOE at least 90 days before the commencement of new gainful employment programs
which must include information on the demand for the program, a wage analysis, an institutional program review and
approval process, and a demonstration of accreditation. On September 27, 2011 the DOE issued a notice of proposed
rulemaking in which it proposed, among other changes, to define a smaller group of gainful employment programs for
which an institution must obtain approval from the DOE, including only programs that are the same as or substantially
similar to programs performing poorly under the gainful employment metrics.

The DOE also recently established three standards that will be used annually to measure whether a program prepares
students for gainful employment, beginning July 1, 2012.  An academic program that passes any one standard is
considered to be preparing students for gainful employment. The standards are:

1.  Annual loan repayment rate – three to four years after entering repayment on federal student loans, at least 35% of
student loans incurred by the applicable cohort of borrowers to fund the costs of a program must be in satisfactory
repayment.

2.  Discretionary income threshold – three to four years after entering repayment, the median annual loan payment
amount for the applicable cohort of students (calculated as described below) may not be greater than 30% of the
greater of their average or median discretionary income (annual earnings of a program completer minus 150% of
the U.S. Department of Health and Human Services poverty guideline for a single person).

3.  Actual earnings threshold – three to four years after entering repayment, the median annual loan payment amount
for the applicable cohort of students (calculated as described below) may not be greater than 12% of the greater of
their average or median annual earnings.

The annual loan repayment for the debt-to-earnings ratios is derived by determining the median loan debt of the
applicable cohort of students who completed the program and includes federal student loans, private loans and debt
obligations arising from institutional financing plans.  The payment amounts are calculated on the basis of the interest
rate then charged on federal direct unsubsidized student loans and the following amortization terms:
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�  10 years for programs that lead to an undergraduate or post-baccalaureate certificate or to an associate’s degree;
�  15 years for programs that lead to a bachelor’s or master’s degree; and
�  20 years for programs that lead to a doctoral or first-professional degree.

If an academic program fails all three metrics, the institution will have the opportunity to improve the performance of
that program. After one failure, the institution must disclose the amount by which the program missed minimal
acceptable performance and the program’s plan for improvement. After two failures within three years, the institution
must inform students in the failing program that their debts may be unaffordable, that the program may lose eligibility,
and what transfer options exist. After three failures within four years, the academic program loses eligibility to
participate in Title IV programs for at least three years, although the program could be continued without federal
student aid. If a particular program ceased to be eligible for Title IV funding, it would be very important to consider
the practicality of continuing to offer that program under our current business model

The gainful employment standards will be calculated on a federal fiscal year basis beginning with federal fiscal year
2012. The first year for which eligibility could be lost for a program is 2015, which would occur if the program fails
all three standards for each of 2012, 2013, and 2014. For that first year of potential ineligibility, however, the DOE
will limit the number of programs subject to loss of eligibility by sector, taking into account the lowest repayment
rates and the numbers of students affected.

The requirements for reporting information relating to our programs to the DOE and to our students will substantially
increase our administrative burdens, particularly during the implementation phase. These reporting and the other
procedural changes in the new rules could affect student enrollment, persistence and retention in ways that we cannot
now predict. For example, if our reported program information compares unfavorably with other reporting education
institutions, it could adversely affect demand for our programs.

Although the final rules regarding gainful employment metrics provide opportunities to address program deficiencies
before the loss of Title IV eligibility, the continuing eligibility of our educational programs for Title IV funding is at
risk due to factors beyond our control, such as changes in the actual or deemed income level of our graduates, changes
in student borrowing levels, increases in interest rates, changes in the federal poverty income level relevant for
calculating discretionary income, changes in the percentage of our former students who are current in repayment of
their student loans, and other factors. In addition, even though deficiencies in the metrics may be correctible on a
timely basis, the disclosure requirements to students following a failure to meet the standards may adversely impact
enrollment in that program and may adversely impact the reputation of our education institution. The exposure to
these external factors may reduce our ability to offer or continue confidently certain types of programs for which there
is market demand, thus affecting our ability to maintain or grow our business.
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Eligibility and Certification Procedures. Each institution must periodically apply to the DOE for continued
certification to participate in Title IV programs. Such recertification is required every six years, but may be required
earlier, including when an institution undergoes a change of control. An institution may come under the DOE’s review
when it expands its activities in certain ways, such as opening an additional location, adding a new program, or, in
certain cases, when it modifies academic credentials that it offers.

The DOE may place an institution on provisional certification status if it finds that the institution does not fully satisfy
all of the eligibility and certification standards and in certain other circumstances, such as when it undergoes a change
in ownership and control.  The DOE may more closely review an institution that is provisionally certified if it applies
for approval to open a new location, add an educational program, acquire another school or make any other significant
change.

In addition, during the period of provisional certification, the institution 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, it 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. Students attending provisionally certified institutions, like Aspen, remain eligible to receive Title IV
program funds.
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           Change in Ownership Resulting in a Change of Control. In addition to school acquisitions, other types of
transactions can also cause a change of control. The DOE, most state education agencies, and DETC all have
standards pertaining to the change of control of schools, but those standards are not uniform. DOE regulations
describe some transactions that constitute a change of control, including the transfer of a controlling interest in the
voting stock of an institution or the institution’s parent corporation. DOE regulations provide that a change of control
of a publicly-traded corporation occurs in one of two ways: (i) if there is an event that would obligate the corporation
to file a  Report on Form 8-K with the SEC disclosing a change of control or (ii) if the corporation has a shareholder
that owns at least 25% of the total outstanding voting stock of the corporation and is the largest shareholder of the
corporation, and that shareholder ceases to own at least 25% of such stock or ceases to be the largest shareholder. A
significant purchase or disposition of our voting stock could be determined by the DOE to be a change of control
under this standard. Many states include the sale of a controlling interest of common stock in the definition of a
change of control requiring approval. A change of control under the definition of one of these agencies would require
us to seek approval of the change in ownership and control to maintain our accreditation, state authorization or
licensure. The requirements to obtain such approval from the states and DETC vary widely. In some cases, approval
of the change of ownership and control cannot be obtained until after the transaction has occurred. In December 2011,
we provided details regarding the Reverse Merger to the CDHE. The CDHE indicated that under current regulations,
as long as we maintain accreditation by DETC following the Reverse Merger, Aspen will remain in good standing
with the CDHE. As described below, DETC has approved the change of ownership, with several customary
conditions.

DETC recently revised its policy pertinent to changes in legal status, control, ownership, or management. The policy
revisions add definitions of the situations under which DETC considers a change in legal status, control, ownership, or
management to occur, describe the procedures that an institution must follow to obtain approval, and clarify the
options available to DETC.  Among other revisions, DETC defines a change of ownership and control as a change in
the ability to direct or cause the direction of the actions of an institution, including, for example, the sale of a
controlling interest in an institution’s corporate parent. Failure to obtain prior approval of a change of ownership and
control will result in withdrawal of accreditation under the new ownership. The policy also requires institutions to
undergo a post-change examination within six months of a change of ownership.  The revisions clarify that after such
examination, DETC will make a final decision whether to continue the institution’s accreditation.  In addition, if an
institution is acquired by an entity that owns or operates other distance education institutions, the amendments clarify
that any such institutions must obtain DETC approval within two years of the change of ownership or accreditation
may be withdrawn.  The policy revisions define a change of management as the replacement of the senior level
executive of the institution, for example the President or CEO.  In addition, the revisions clarify that before
undertaking such a change, an institution must seek DETC’s prior approval by explaining when the change will occur,
the rationale for the change, the executive’s job description, the new executive’s qualifications, and how the change will
affect the institution’s ability to comply with all DETC accreditation standards.  DETC may take any action it deems
appropriate in response to a change of management request.  The Reverse Merger was considered a change of control
event under DETC’s policy.  By letter dated February 9, 2012, DETC informed Aspen that it had approved the change
of ownership, with several conditions that are consistent with DETC’s change of ownership procedures and
requirements. These conditions include: (1) that Aspen agree to undergo an examination visit by a committee no later
than July 20, 2012; (2) that an updated Self-Evaluation Report be submitted four to six weeks prior to the on-site visit;
(3) that Aspen submit a new Teach-Out Resolution form as soon as the Reverse Merger has closed; and (4) that Aspen
provide written confirmation to DETC by February 20, 2012 that it agrees to and will comply with the stated
conditions. We have provided the requested information to DETC.

34

Edgar Filing: ASPEN GROUP, INC. - Form 8-K

38



While Aspen has received approval from DETC for the change of ownership and control resulting from the Reverse
Merger and from its former Chairman ceasing to own 25% of its voting power, Aspen has not yet obtained approval
from the DOE.  The DOE does not approve a change in ownership and control until after it occurs.  The Higher
Education Act provides that an institution that undergoes a change in ownership resulting in a change in control loses
its eligibility to participate in Title IV programs and must apply to the DOE in order to reestablish such eligibility. An
institution is ineligible to receive Title IV program funds during the period prior to recertification. The Higher
Education Act provides that the DOE may temporarily provisionally certify an institution seeking approval of a
change in ownership and control based on preliminary review by the DOE of a materially complete application
received by the DOE within 10 business days after the transaction. The DOE may continue such temporary,
provisional certification on a month-to-month basis until it has rendered a final decision on the institution’s application.
If the DOE determines to approve the application after a change in ownership and control, 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 provisional certification. The DOE considers the Reverse Merger to be a change in ownership resulting in a
change in control. Accordingly, Aspen’s certification to participate in Title IV programs terminated after closing the
Reverse Merger, and Aspen must apply to the DOE to reestablish its eligibility and certification to participate in the
Title IV programs.  However, in order to avoid significant disruption in disbursements of Title IV funds, the DOE
may temporarily and provisionally certify an institution that is seeking approval of a change in ownership, like Aspen,
under certain circumstances while the DOE reviews the institution’s application.  On March 15, 2012 the DOE asked
Aspen to notify it in writing whether Aspen would be able to provide to the DOE by March 28, 2012 a letter of credit
in the amount of $105, 865, which is 10% of Aspen’s Title IV receipts in 2011.  Aspen has timely informed the DOE
that it will provide the requested letter of credit by March 28, 2012.  The DOE may impose additional terms and
conditions in any temporary provisional program participation agreement that it may issue pending review of Aspen’s
application for approval of the change in ownership and control, including growth restrictions or limitation on the
number of students who may receive Title IV aid.  Furthermore, DOE may impose additional or different terms and
conditions in any final provisional program participation agreement that it may issue after it reviews Aspen’s
application for approval of the change in ownership and control, including growth restrictions or limitation on the
number of students who may receive Title IV aid.

When a change of ownership resulting in a change of control occurs at a for-profit institution, the DOE applies a
different set of financial tests to determine the financial responsibility of the institution in conjunction with its review
and approval of the change of ownership. The institution generally is required to submit a same-day audited balance
sheet reflecting the financial condition of the institution immediately following the change in ownership. The
institution’s same-day balance sheet must demonstrate an acid test ratio of at least 1:1, which is calculated by adding
cash and cash equivalents to current accounts receivable and dividing the sum by total current liabilities (and
excluding all unsecured or uncollateralized related party receivables). The same-day balance sheet must demonstrate
positive tangible net worth.  If the institution does not satisfy these requirements, the DOE may condition its approval
of the change of ownership on the institution’s agreeing to post a letter of credit, provisional certification, and/or
additional monitoring requirements, as described in the above section on Financial Responsibility. The time required
for the DOE to act on a post-change in ownership and control application may vary substantially.

A change of control also could occur as a result of future transactions in which Aspen is involved. Some corporate
reorganizations and some changes in the Board are examples of such transactions. Moreover, the potential adverse
effects of a change of control could influence future decisions by us and our shareholders regarding the sale, purchase,
transfer, issuance or redemption of our stock.   In addition, the regulatory burdens and risks associated with a change
of control also could discourage bids for your shares of common stock and could have an adverse effect on the market
price of your shares.
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Possible Acquisitions.  In addition to the planned expansion through Aspen’s  new marketing program, we may expand
through acquisition of related or synergistic businesses.  Our internal growth is subject to monitoring and ultimately
approval by the DETC.  If the DETC finds that the growth may adversely affect our academic quality, the DETC can
request us to slow the growth and potentially withdraw accreditation and require us to re-apply for accreditation.  The
DOE may also impose growth restrictions on an institution, including in connection with a change in ownership and
control. While acquisitions of online universities would be subject to approval by the DETC, approval of businesses
which supply services to online universities or which provide educational services and/or products may not be subject
to regulatory approval or extensive regulation.

Legal Proceedings

From time to time, we are party to certain legal proceedings that arise in the ordinary course and are incidental to our
business.  There are currently no such pending proceedings to which we are a party that our management believes will
have a material adverse effect on the Public Company’s consolidated financial position or results of
operations.  However, future events or circumstances, currently unknown to management, will determine whether the
resolution of pending or threatened litigation or claims will ultimately have a material effect on our consolidated
financial position, liquidity or results of operations in any future reporting periods.

Risk Factors

Investing in our common stock involves a high degree of risk. You should carefully consider the following Risk
Factors before deciding whether to invest. Additional risks and uncertainties not presently known to us, or that we
currently deem immaterial, may also impair our business operations or our financial condition. If any of the events
discussed in the Risk Factors below occur, our business, consolidated financial condition, results of operations or
prospects could be materially and adversely affected. In such case, the value and marketability of the common stock
could decline.
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Risks Related to Our Business

Our ability to continue as a going concern is in doubt absent obtaining adequate new debt or equity financing.

We incurred a net loss of approximately $2.1 million in 2011.  We anticipate losses will continue until we are able to
increase our enrollment under our new tuition plan and these new students paying higher rates have taken at least two
courses.  Additionally, our audited financial statements contain a going concern opinion. Our continued existence is
dependent upon obtaining adequate financing in order to implement our marketing plan.  We cannot assure you that
we will raise enough money or generate sufficient revenue to meet our future working capital needs.  In such event,
we may not be able to remain in business. Furthermore, this qualified opinion may affect our ability to obtain DOE
certification for Title IV purposes.  See the Risk Factor at page 57 of this report.

Because our management has a limited recent operating history on which to evaluate our potential for future success
and to determine if we will be able to execute our business plan, it is difficult to evaluate our future prospects and the
risk of success or failure of our business.

Our management team began the process of taking control of Aspen from its founder and Chairman in May 2011 and
embarked upon changes in Aspen’s business including adopting a new tuition plan, revamping its marketing approach,
substantially increasing marketing expenditures, and upgrading Aspen’s technology infrastructure. While initial results
are very encouraging, the limited time period makes it difficult to project whether we will be successful.

Our business may be adversely affected by a further economic slowdown in the U.S. or abroad or by an economic
recovery in the U.S.

The U.S. and much of the world economy are experiencing difficult economic circumstances. We believe the recent
economic downturn in the U.S., particularly the continuing high unemployment rate, has contributed to a portion of
our recent enrollment growth as an increased number of working students seek to advance their education to improve
job security or reemployment prospects. This effect cannot be quantified. However, to the extent that the economic
downturn and the associated unemployment have increased demand for our programs, an improving economy and
increased employment may eliminate this effect and reduce such demand as fewer potential students seek to advance
their education. This reduction could have a material adverse effect on our business, financial condition, results of
operations and cash flows. Conversely, a worsening of economic and employment conditions could adversely affect
the ability or willingness of prospective students to pay our tuition and our former students to repay student loans,
which could increase our bad debt expense, impair our ability to offer students loans under Title IV, and require
increased time, attention and resources to manage defaults.
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Because of the severity of the global economic recession, we may be hampered in raising the needed capital to support
our operations and planned marketing, which would have a material and adverse effect on our future operating results
and financial condition.

One of the effects of the severe global economic recession is smaller businesses typically have more difficulty in
raising capital needed for their operations. We estimate that we need to raise approximately $6 million to fully support
our current operations and grow our student enrollment to create the forecasted profits. If we cannot raise this capital,
it will result in a number of adverse effects upon us including reducing our future revenue, our future gross profit
margins, and our ability to grow our business.  These events would have a material and adverse effect upon our future
operating results and financial condition. Furthermore, the future price for our stock would be reduced.
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