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PART I – FINANCIAL INFORMATION

     
Item 1. Condensed Consolidated Financial Statements  
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35,275,204 and 11,837,930 issued and outstanding, respectively   35,275   11,838 
Additional paid-in capital   6,778,754   3,275,296 
Accumulated deficit   (4,742,631)   (3,116,410)

Total stockholders’ equity   2,071,398   182,399 
         
Total liabilities and stockholders’ equity  $ 6,039,234  $ 6,223,566 

The accompanying unaudited notes are an integral part of these unaudited condensed consolidated financial statements.
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2012
(Unaudited)

 
Note 1.Nature of Operations and Going Concern

Overview
 
Aspen Group, Inc. (together with its subsidiaries, the “Company”, “Aspen” or the “University”) was founded in Colorado in 1987 as the
International School of Information Management.  On September 30, 2004, the University was acquired by Higher Education Management
Group, Inc. (“HEMG”) and changed its name to Aspen University Inc.  On May 13, 2011, the Company formed in Colorado a subsidiary,
Aspen University Marketing, LLC, which is currently inactive.  On March 13, 2012, the Company was recapitalized through an acquisition by
Aspen Group, Inc., an inactive publicly-held company (See Note 9).
 
Aspen’s mission is to become an institution of choice for adult learners by offering cost-effective, comprehensive, and relevant online
education.  One of the key differences between Aspen and other publicly-traded, exclusively online, for-profit universities is that approximately
88% of our degree-seeking students (as of March 31, 2012) were enrolled in graduate degree programs (Master or Doctorate degree
program).  Since 1993, we have been nationally accredited by the Distance Education and Training Council (“DETC”), a national accrediting
agency recognized by the U.S. Department of Education (the “DOE”).

Basis of Presentation

The interim condensed consolidated financial statements included herein have been prepared by the Company, without audit, pursuant to the
rules and regulations of the Securities and Exchange Commission (the “SEC”).  In the opinion of the Company’s management, all adjustments
(consisting of normal recurring adjustments and reclassifications and non-recurring adjustments) necessary to present fairly our results of
operations and cash flows for the three months ended March 31, 2012 and 2011 and our financial position as of March 31, 2012 have been
made.  The results of operations for such interim periods are not necessarily indicative of the operating results to be expected for the full year.
 
Certain information and disclosures normally included in the notes to the annual consolidated financial statements have been condensed or
omitted from these interim consolidated financial statements.  Accordingly, these interim condensed consolidated financial statements should be
read in conjunction with the consolidated financial statements and notes thereto included in our Annual Report on Form 8-K for the year ended
December 31, 2011, as filed with the SEC on March 19, 2012.  The December 31, 2011 balance sheet is derived from those statements.
 
Going Concern
 
The Company had a net loss allocable to common stockholders of $1,663,600 and negative cash flows from operations of $867,397 for the
three months ended March 31, 2012.  The Company’s ability to continue as a going concern is contingent on securing additional debt or equity
financing from outside investors.  These matters raise substantial doubt about the Company's ability to continue as a going
concern.  Management plans to continue to implement its business plan and to fund operations by raising additional capital through the issuance
of debt and equity securities.  The Company has presently engaged an underwriter, Laidlaw & Company (UK) Ltd., to assist with raising up to
$7,200,000 in additional debt and equity capital subsequent to the close of the merger with Aspen Group, Inc.  Since the beginning of 2012, the
Company has raised $1,059,000 in gross funding from the sale of a convertible note of $300,000 to the Company’s CEO and $759,000
($150,000 in March 2012 and $609,000 in April 2012) from the sale of Units under the Laidlaw arrangement (See Notes 6 and 12).     
 
The financial statements do not include any adjustments relating to the recovery of the recorded assets or the classification of the liabilities that
might be necessary should the Company be unable to continue as a going concern. 
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2012
(Unaudited)

 
On March 13, 2012, the Company’s CEO made an investment of $300,000 in a convertible promissory note due March 31, 2013, bearing
interest at 0.19% per annum.  The note is convertible into common shares of the Company at the rate of $1.00 per share upon five days written
notice to the Company.  The Company evaluated the convertible notes and determined that, for the embedded conversion option, there was no
beneficial conversion value to record as the conversion price is considered to be the fair market value of the common shares on the note issue
date (See Note 11).
 
On February 29, 2012, (the "Effective Date") the Company retained the investment bank of Laidlaw & Company (UK) Ltd. ("Laidlaw") on an
exclusive basis with certain "carve-out" provisions for the purpose of raising up to $6,000,000 (plus up to an additional $1,200,000 million to
cover over-allotments at the option of Laidlaw) through two successive best-efforts private placements of the Company's securities.  The Phase
One financing is an offering of up to 40 Units of $50,000 each and is to be completed by March 31, 2012, but was extended to May 31,
2012.  Each Unit consists of: (i) senior secured convertible notes (the "Convertible Notes"), bearing 10% interest, convertible into the
Company's common shares at the lower of (a) $1.00 or (b) 95% of the per share purchase price of any shares of common stock (or common
stock equivalents) issued on or after the original issue date of the note and (ii) five-year warrant to purchase that number of the Company's
common shares equal to 25% of the number of shares issuable upon conversion of the Convertible Notes.  Mandatory conversion will occur on
the initial closing of the Phase Two financing.  The Convertible Notes mature on June 30, 2012, carry provisions for price protection and
require the Company to file a registration statement for the resale of the underlying common stock nine months after closing of the Phase Two
offering.  For the Phase One financing, Laidlaw will receive a cash fee of 10% of aggregate funds raised along with a five-year warrant (the
"Laidlaw Warrant") equal to 10% of the common stock reserved for issuance in connection with the Units.  For funds raised by other parties,
Laidlaw's compensation shall be 5% cash and 5% Laidlaw Warrant.  Separately, Laidlaw requires an activation fee of $25,000, of which
$15,000 was paid upon execution of the agreement.  As of March 31, 2012, the Company, without the assistance of any broker dealer, raised
$150,000 from the sale of 3.0 Units (including convertible notes payable and an estimated 37,500 warrants) from the Phase One financing and,
subsequent to March 31, 2012, raised another $514,600 (net of debt issuance costs of $94,400) from the sale of 12.18 Units (including
convertible notes payable and an estimated 152,250 warrants) through the Laidlaw broker arrangement.  The convertible note embedded
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2012  $170,000 
2013   300,000 
2014   200,000 

  $670,000 
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2012
(Unaudited)

The HEA requires accrediting agencies to review many aspects of an institution's operations in order to ensure that the education offered is of
sufficiently high quality to achieve satisfactory outcomes and that the institution is complying with accrediting standards.  Failure to
demonstrate compliance with accrediting standards may result in the imposition of probation, the requirements to provide periodic reports, the
loss of accreditation or other penalties if deficiencies are not remediated.
 
Because the Company operates in a highly regulated industry, it may be subject from time to time to audits, investigations, claims of
noncompliance or lawsuits by governmental agencies or third parties, which allege statutory violations, regulatory infractions or common law
causes of action.

Delawar





 
 

ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2012
(Unaudited)

Stock Incentive Plan and Stock Option Grants to Employees and Directors

Immediately following the closing of the Reverse Merger, on March 13, 2012, the Company adopted the 2012 Equity Incentive Plan (the
“Plan”) that provides for the grant of 2,500,000 shares in the form of incentive stock options, non-qualified stock options, restricted shares,
stock appreciation rights and restricted stock units to employees, consultants, officers and directors.  As of March 31, 2012, 430,000 shares
were remaining under the Plan for future issuance.
 
During the three months ended March 31, 2012, the Company granted 1,895,000 stock options to employees, all of which were under the Plan,
having an exercise price of $1.00 per share.  The options vest pro rata over three years on each anniversary date; all options expire five years
from the grant date.  The total fair value of stock options granted to employees during the three months ended March 31, 2012 was $625,350,
which is being recognized over the respective vesting periods.  The Company recorded compensation expense of $8,354 for the three months
ended March 31, 2012, in connection with employee stock options.
 
The Company estimates the fair value of share-based compensation utilizing the Black-Scholes option pricing model, which is dependent upon
several variables such as the expected option term, expected volatility of the Company’s stock price over the expected term, expected risk-free
interest rate over the expected option term, expected dividend yield rate over the expected option term, and an estimate of expected forfeiture
rates.  The Company believes this valuation methodology is appropriate for estimating the fair value of stock options granted to employees and
directors which are subject to ASC Topic 718 requirements.  These amounts are estimates and thus may not be reflective of actual future results,
nor amounts ultimately realized by recipients of these grants.  The Company recognizes compensation on a straight-line basis over the requisite
service period for each award.  The following table summarizes the assumptions the Company utilized to record compensation expense for
stock options granted to employees during the three months ended March 31, 2012 and 2011:
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2012
(Unaudited)

 
A summary of the Company’s stock option activity for employees and directors during the three months ended March 31, 2012 is presented
below:

        Weighted     
     Weighted   Average     
     Average   Remaining   Aggregate  
  Number of   Exercise   Contractual   Intrinsic  

Options  Shares   Price   Term   Value  
             
Balance Outstanding, December 31, 2011   -          
  Granted   1,895,000  $ 1.00       
  Exercised   -           
  Forfeited   -           
  Expired   -           
Balance Outstanding, March 31, 2012   1,895,000  $ 1.00   5.0  $ - 
                 
Expected to vest, March 31, 2012   1,856,250  $ 1.00   5.0  $ - 
                 
Exercisable, March 31, 2012   -   N/A   N/A   N/A 

The weighted-average grant-date fair value of options granted to employees during the three months ended March 31, 2012 was $0.33.
 
As of March 31, 2012, there was $563,968 of total unrecognized compensation costs related to nonvested share-based compensation
arrangements.  That cost is expected to be recognized over a weighted-average period of 1.7 years.

Stock Option Grants to Non-Employees

During the three months ended March 31, 2012, the Company granted 175,000 stock options to non-employees, all of which were under the
Plan, having an exercise price of $1.00 per share.  The options vest pro rata over three years on each anniversary date; all options expire five
years from the grant date.  The total fair value of stock options granted to non-employees during the three months ended March 31, 2012 was
$57,750, all of which was recognized immediately as these stock options were issued for prior services rendered.  The Company recorded
compensation expense of $57,750 for the three months ended March 31, 2012, in connection with non-employee stock options.
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2012
(Unaudited)

 
Note 11. Related Party Transactions

On December 14, 2011, the Company loaned $150,000 to an officer of the Company in exchange for a promissory note bearing 3% per
annum.  As collateral, the note was secured by 500,000 shares of the Company’s common stock owned personally by the officer.  The note
along with accrued interest was due and payable on September 14, 2012.  For the three months eĀ



value since the conversion price equaled the fair value of the shares (See Note 6).
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 Cautionary Note Regarding Forward Looking Statements
 
This report contains forward-looking statements including future revenues and expenses, planned financings, capital expenditures, and
liquidity.  All statements other than statements of historical facts contained in this report, including statements regarding our future financial
position, liquidity, business strategy and plans and objectives of management for future operations, are forward-looking statements. The words
“believe,” “may,” “estimate,” “continue,” “anticipate,” “intend,” “should,” “plan,” “could,” “target,” “potential,” “is likely,” “will,” “expect” and
similar expressions, as they relate to us, are intended to identify forward-looking statements. We have based these forward-looking statements
largely on our current expectations and projections about future events and financial trends that we believe may affect our financial condition,
results of operations, business strategy and financial needs.
 
The results anticipated by any or all of these forward-looking statements might not occur.  Important factors that could cause actual results to
differ from those in the forward-looking statements include competition, failure to maintain the relationship with our business development
partner, and failure to generate sufficient revenue or raise enough money to meet our working capital needs. Further information on our risk
factors is contained in our filings with the SEC, including our Form 8-K filed on March 19, 2012.  Any forward-looking statement made by us in
this report speaks only as of the date on which it is made.  Factors or events that could cause our actual results to differ may emerge from time to
time, and it is not possible for us to predict all of them.  We undertake no obligation to publicly update or revise any forward-looking statements,
whether as the result of new information, future events or otherwise.
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SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

  Aspen Group, Inc.  
    
May 15, 2012   /s/ Michael Mathews  
  Michael Mathews  
  Chief Executive Officer  
  (Principal Executive Officer)  
    
May 15, 2012  /s/ David Garrity  
  David Garrity  
  Chief Financial Officer  
  (Principal Financial Officer)  
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3. Adjustments.

(a) Adjustment Upon Common Stock Event.  At any time or from time to time after the date hereof (the “Original Issue
Date”), upon the happening of a Common Stock Event (as hereinafter defined), the Conversion Price shall, simultaneously
with the happening of such Common Stock Event, be adjusted by multiplying the Conversion Price in effect immediately
prior to such Common Stock Event by a fraction, (i) the numerator of which shall be the number of shares of Common
Stock issued and outstanding immediately prior to such Common Stock Event, and (ii) the denominator of which shall be
the number of shares of Common Stock issued and outstanding immediately after such Common Stock Event, and the
product so obtained shall thereafter be the Conversion Price.  The Conversion Price shall be readjusted in the same manner
upon the o nnet  tadL tadnne Com















(Principal Executive Officer)  



EXHIBIT 31.2
 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
 

I, David Garrity, certify that:
 

1. I have reviewed this quarterly report on Form 10-Q of Aspen Group, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material

respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

 
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures

(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under

our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

 
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be

designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

 
c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and

 
d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the

registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the �foat occ 
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