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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 





 

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 provided
the DOE 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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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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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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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 �pr ffe











 

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 oo







 
 

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. 







 
 

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 res� rabonus or opny sat, antyepe hepe t wi iculav ttion s or oe be
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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 in� dܶ圀s



 



 
 
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 ducsducsducscpplऐAscpp�li t t r Genby pplऐAppऐare partict ऐen  uu )n䀀ca ionЀ��n 倀Ѐp  DOE reg䀀ce revie  n 
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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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Establishing new academic programs or modifying existing programs may require us to make investments in management and faculty, incur
marketing expenses and reallocate other resources. If we are unable to increase the number of students, or offer new programs in a cost-
effective manner, or are otherwise unable to manage effectively the operations of newly established academic programs, our results of
operations and financial condition could be adversely affected.

Because our future growth and profitability will depend in large part upon the effectiveness of our marketing and advertising
efforts, if those efforts are unsuccessful we may not be profitable in the future.

Our future growth and profitability will depend in large part upon our media performance, including our ability to:
 

 ●   Create greater awareness of our school and our programs;
 ●   Identify the most effective and efficient ost a�ost a�kn⼀�nciewhkkciewhexpecien �ഀiሀ



 
 

●  failure to maintain accreditation;
 

●  student dissatisfaction with our services and programs;
 

●  adverse publicity regarding us, our competitors or online or for-profit education generally;
 

●  a decline in the acceptance of online education;
 

●  a decrease in the perceived or actual economic benefits that students derive from our programs;
 

●  potential students may not be able to afford the monthly payments; and
 

●  potential students may not react favorably to our marketing and advertising campaigns.

If our new marketing campaign and tuition plan are not favorably received, our revenues may not increase.
 
If student enrollment decreases as a result of our increased tuition plan, our results of operations may be adversely affected.

In July 2011, we launched a new tuition plan which was materially higher.  The prior business model and pricing structure implemented by
our prior management was flawed and could not be sustained.  Although we believe that changes in our marketing strategy and u� a yawe�� ough ourcinv u� � ;
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Although three of our directors have pledged shares of common stock to secure payment of a loan payable from our founder and
former chairman, it is possible that the future market price of the Public Company’s common stock will be less than $1.00 in which
case the Public Company will incur an adverse impact to its future operating results and financial condition.

In March 2012, three of our directors pledged a total of 2,209,960 shares of Aspen common stock which they own personally. The shares
were pledged to secure payment of a $2,209,960 loan receivable from Aspen’s founder and former chairman representing funds he (and his
company, which is Aspen’s principal shareholder) borrowed over the years. There is no agreement with the former chairman that this sum is
F�　nds䀀脀



 

Because we rely on third parties to provide services in running our operations, if any of these parties fail to provide the agreed
services at an acceptable level, it could limit our ability to provide services and/or cause student dissatisfaction, either of which could
adversely affect our business.
 
We rely on third parties to provide us with services in order for us to efficiently and securely operate our business including our computer
network and the courses we offer to students. Any interruption in our ability to obtain the services of these or other third parties or
deterioration in their performance could impair the quality of our educational product and overall business.  Generally, there are multiple
sources for the services we purchase.  Our business could be disrupted if we were required to replace any of these third parties, especially if
the replacement became necessary on short notice, which could adversely affect our business and results of operations.

If we or our service providers are unable to update the technology that we rely upon to offer online education, our future growth
may be impaired.
 
We believe that continued growth will require our service providers to increase the capacity and capabilities of their technology infrastructure.
Increasing the capacity and capabilities of the technology infrastructure will require these third parties to invest capital, time and resources, and
there is no assurance that even with sufficient investment their systems will be scalable to accommodate future growth. Our service providers
may also need to invest capital, time and resources to update their technology in response to competitive pressures in the marketplace. If they
are unwilling or unable to increase the capacity of their resources or update their resources appropriately and we cannot change over to other
service providers efficiently, our ability to handle growth, our ability to attract or retain students, and our financial condition and results of
operations could be adversely affected.

Because we rely on third party administration and hosting of open source software for our online classroom, if that third party
were to cease to do business or alter its business practices and services, it could have an adverse impact on our ability to operate.

Our online classroom employs the Moodle learning management system which is an open source learning platform and is supported by the
open source community. The system is a web-based portal that stores and delivers course content, provides interactive communication
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As Internet commerce develops, federal and state governments may draft and propose new laws to regulate Internet commerce,
which may negatively affect our business.

The increasing popularity and use of the Internet and other online services have led and may lead to the adoption of new laws and regulatory
practices in the U.S. and to new interpretations of existing laws and regulations. These new laws and interpretations may relate to issues such
as online privacy, copyrights, trademarks and service marks, sales taxes, fair business practices and the requirement that online education
institutions qualify to do business as foreign corporations or be licensed in one or more jurisdictions where they have no physical location or
other presence. New laws, regulations or interpretations related to doing business over the Internet could increase our costs and materially and
adversely affect our enrollments, revenues and results of operations.

If there is new tax treatment of companies engaged in Internet commerce, this may adversely affect the commercial use of our
marketing services and our financial r�or�or�r�o X ere meHA Ue ouIuaU Tl�TUSDRUᘀiERUE3SDa�r UDTTUSD4IXi
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The regulations, standards, and policies of the DOE, state education agencies, and our accrediting agencies change frequently. Recent and
impending changes in, or new interpretations of, applicable laws, regulations, standards, or policies, or our noncompliance with any applicable
laws, regulations, standards, or policies, could have a material adverse effect on our accreditation, authorization to operate in various states,
activities, receipt of funds under tuition assistance programs of the United States Armed Forces, our ability to participate in Title IV programs,
receipt of veterans education benefits funds, or costs of doing business. Findings of noncompliance with these regulations, standards and
policies also could result in our being required to pay monetary damages, or being subjected to fines, penalties, injunctions, limitations on our
operations, termination of our ability to grant degrees, revocation of our accreditation, restrictions on our access to Title IV program funds or
other  t  octi� i og  h�ἀe IV  �ἀe IV s eqtw s r



 

State laws typically establish standards for instruction, qualifications of faculty, administrative procedures, marketing, recruiting, financial
operations, and other operational matters. To the extent that we have obtained, or obtain in the future, additional authorizations or licensure,
changes in state laws and regulations and the interpretation of those laws and regulations by the applicable regulators may limit our ability to
offer education programs and 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 or authorization requirements, we may be subject to the loss of state licensure or authorization. If we fail
to comply with state requirements to obtain licensure or authorization, we may be the subject of injunctive actions or penalties. Loss of
licensure or authorization or the failure to obtain required licensures or authorizations could prohibit us from recruiting or enrolling students in
particular states, reduce significantly our enrollments and revenues and have a material adverse effect on our results of operations. 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 applications for approval or exemption in the remaining 47 states. We have contacted the remaining states directly
seeking guidance on whether any authorization is required or if we are exempted from obtaining a license or authorization in that
state.  Because we enroll students in all 50 states, as well as the District of Columbia and Puerto Rico, we may have to seek licensure or
authorization in additional states in the future.
 
Under 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 that state, the institution must have
met any state requirements for it to be legally offering postsecondary distance education in that state.  A federal court has vacated such
requirement, and the case is currently s�o or
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If we fail to maintain our institutional accreditation, we would lose our ability to participate in the tuition assistance programs of the
U.S. Armed Forces and also to participate in Title IV programs.

Aspen is accredited by the DETC, which is a national accrediting agency recognized by the Secretary of Education for Title IV purposes.
Accreditation by an accrediting agency that is recognized by the Secretary of Education is required for an institution to become and remain
eligible to participate in Title IV programs as well as in the tuition assistance programs of the United States Armed Forces. DETC may impose
restrictions on our accreditation or may terminate our accreditation. To remain accredited we must continuously meet certain criteria and
standards relating to, among other things, performance, governance, institutional integrity, educational quality, faculty, administrative capability,
resources and financial stability. Failure to meet any of these criteria or standards could result in the loss of accreditation at the discretion of the
accrediting agency. The loss of accreditation would, among other things, render our students and us ineligible to participate in the tuition
assistance programs of the U.S. Armed Forces or Title IV programs and have a material adverse effect on our enrollments, revenues and results
of operations.
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Because we recently underwent a change in ownership and control under DOEol 



 
 
Because the DOE may conduct compliance reviews of us, we may be subject to adverse review and future litigation which could
affect our ability to offer Title IV student loans.

Because we operate in a highly regulated industry, we are subject to compliance reviews and claims of non-compliance and lawsuits by
government agencies, regulatory agencies, and third parties, including claims brought by third parties on behalf of the federal government. If the
results of compliance reviews or other proceedings are unfavorable to us, or if we are unable to defend successfully against lawsuits or claims,
we may be required to pay monetary damages or be subject to fines, limitations, loss of Title IV funding, injunctions or other penalties,
including the requirement to make refunds. Even if we adequately address issues raised by an agency review or successfully defend a lawsuit or
claim, we may have to divert significant financial and management resources from our ongoing business operations to address issues raised by
those reviews or to defend against those lawsuits or claims. Claims and lawsuits brought against us may damage our reputation, even if such
claims and lawsuits are without merit.
 
If our competitors are subject to further regulatory claims and adverse publicity, it may affect our industry and reduce our future
enrollment.
 
We are one of a number of for-profit institutions serving the postsecondary education market. In recent years, regulatory investigations and civil
litigation have been commenced against several companies that own for-profit educational institutions.  These investigations and lawsuits have
alleged, among other things, deceptive trade practices and non-compliance with DOE regulations. These allegations have attracted adverse media
coverage and have been the subject of federal and state legislative hearings. Although the media, regulatory and legislative focus has been
primarily on the allegations made against specific companies, broader allegations against the overall for-profit school sector may negatively
affect public perceptions of other for-profit educational institutions, including Aspen. In addition, in recent years, reports on student lending
practices of various lending institutions and schools, including for-profit schools, and investigations by a number of state attorneys general,
Congress and governmental agencies have led to adverse media coverage of postsecondary education. Adverse media coverage regarding other
companies in the for-profit school sector or regarding us directly could damage our reputation, could result in lower enrollments, revenues and
operating profit, and could have a negative impact on our stock price. Such allegations could also result in increased scrutiny and regulation by
the DOE, Congress, accrediting bodies, state legislatures or other governmental authorities with respect to all for-profit institutions, including
us.
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Due to new regulations or congressional action or reduction in funding for Title IV programs, our future enrollment may be reduced
and costs of compliance increased.
 
The Higher Education Act comes up for reauthorization by Congress approximately every five to si5ࠀooo  the e to



 







 
 
If our student loan default rates are too high, we may lose eligibility to participate in Title IV programs.
 
DOE regulations provide that an institution’s participation in Title IV programs ends when historical default rates reach a certain level in a
single year or �



 
 
If Aspen fails to meet standards regarding “gainful employment,” it may result in the loss of eligibility to participate in Title IV
programs.
 
The DOE’s regulations on gainful employment programs are effective July 1, 2012. Should a program fail the gainful employment metrics
three times within a four year period, the DOE would terminate the program’s eligibility for federal student aid (i.e., students in the program
would immediately lose eligibility to participate in Title IV programs), and the institution would not be able to reestablish the program’s
eligibility for at least three years, though the program could continue to operate without Title IV funding. The earliest a program could lose
eligibility under the gainful employment rule will be 2015, based on its 2012, 2013, and 2014 performance under the metrics. Because the
DOE’s gainful employment rules will be implemented over several years and are based at least in part on data that is unavailable to us, it is not
possible at this time to determine with any degree of certainty whether these new regulations will cause any of our programs to become
ineligible to participate in the Title IV programs. However, under this new regulation, 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 educational institutions.
 
Our failure to obtain DOE approval, where required, for new programs that prepare students for gainful employment in a
recognized occupation could materially and adversely affect our business.

Under the DOE regulations, an institution must notify the DOE at least 90 days before the first day of class when it intends to add a program
that prepares students for gainful employment in a recognized occupation.  The institution may proceed to offer the program, unless the DOE
advises the institution that the DOE must approve the program for Title IV purposes. In addition, if the institution does not provide timely notice
to the DOE regarding the additional program, the institution must obtain approval of the program for Title IV purposes.  If the DOE denies
approval, the institution may not award Title IV funds in connection with the program. Were the DOE to deny approval to one or more of our
new programs, our business could be materially and adversely affected. Furthermore, compliance with these new procedures could cause delay
in our ability to offer new programs and put our business at a competitive disadvantage. Compliance could also adversely affect our ability to
timely offer programs of interest to our students and potential students and adversely affect our ability to increase our revenues. As a result, our
business could be materially and adversely affected.
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In the past, following periods of volatility in the market price of a company’s securities, securities class action litigation has often been
instituted.  A securities class action suit against us could result in substantial costs and divert our management’s time and attention, which would
otherwise be used to benefit our business.

We may issue preferred stock without the approval of our shareholders and have other anti-takeover defenses, which could make it
more difficult for a third party to acquire us and could depress our stock price.

Our Board may issue, without a vote of our shareholders, one or more additional series of preferred stock that have more than one vote per
share.  This could permit our Board to issue preferred stock to investors who support Aspen and our management and give effective control of
our business to Aspen and our management.  Additionally, issuance of preferred stock could block an acquisition resulting in both a drop in our
stock price and a decline in interest of our common stock.  This could make it more difficult for shareholders to sell their common stock.  This
could also cause the market price of our common stock shares to drop significantly, even if our business is performing well.

An investment in Aspen may be diluted in the future as a result of the issuance of additional securities.

In order to raise additional capital to meet its working capital needs, we expects to issue additional shares of common stock or securities
convertible, exchangeable or exercisable into common stock from time to time, which could result in substantial dilution to investors.  Investors
should anticipate being substantially diluted based upon the current condition of the capital and credit markets and their impact on small
companies.

Because we may not be able to attract the attention of major brokerage firms, it could have a material impact upon the price of our
common stock.

It is not likely that securities analysts of major brokerage firms will provide research coverage for our common stock since the firm itself cannot
recommend the purchase of our common stock under the penny stock rules referenced in an earlier risk factor.  The absence of such coverage
limits the likelihood that an active market will develop for our common stock. It may also make it more difficult for us to attract new investors at
times when we acquire additional capital.
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Costs and Expenses

Instructional Costs and Services

Instructional costs and services for the year ended December 31, 2011 increased to $2,493,341 from $1,759,140 for the year ended
December 31, 2010, an increase of 41.7%. The increase is primarily attributable to higher charges associated with purchased courseware and
payments to faculty due to the increase in class completions.  As student enrollment levels increase, instructional costs and services should rise
commensurately. However, as Aspen increases its student enrollments apart from Verizon, the higher gross margins associated with such
students should lead to the growth rate in instructional costs and services to lag that of overall revenues.

Marketing and Promotional
 
Marketing and promotional costs for the year ended December 31, 2011 increased to $1,181,558 from $242,134 for the year ended

December 31, 2010, an increase of 388%. The increase is primarily attributable to expenses related to the launch and operation of Aspen's new
marketing and student enrollment program.  With Aspen’s strategy of proprietary lead generation driving higher marketing and promotional
spending levels, it is highly likely that these expenditures will increase in 2012 over 2011 levels. Factors serving to mitigate the expected
increase include possible economies realized in cost per lead as well as the yield realized in terms of higher enrollments per unit of marketing
and promotional spending.  We cannot assure you that we will realize these economies of scale.

General and Administrative
 
General and administrative costs for the year ended December 31, 2011 increased to $2,634,453 from $99�ሀ਀ecep rohp rohp roted 
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Share Eligible for Future Sale

As of March 16, 2012, we had 35,275,204 shares of common stock outstanding, of which our directors and officers own
approximately 15.2 million shares.  Of the 9,760,000 shares held by the Public Company shareholders, all but 2,000,000 are freely
tradable; the balance become free trading three months after the closing of the Reverse Merger (or June 13, 2012). No shares issued in
connection with the Reverse Merger can be publicly sold under Rule 144 of the Securities Act until 12 months after the Reverse Merger (or
March 13, 2013�r 　er 　ere �ioԀ�0
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Management

Mr. Don Ptalis, the Public Company’s sole officer and director resigned at the time of the consummation of the Reverse Merger.
Reference is made to the disclosure set forth under Item 2.01 of this Form 8-K, which disclosure is incorporated herein by reference.  The
following executive officers and directors were appointed to their current positions listed in the table in connection with the Reverse
Merger. Except for Sanford Rich, who was appointed a director effective with the closing of the Reverse Merger, each person listed in the
table had identical positions with Aspen.

 
Name  Age  Position
     
Michael Mathews  50  Chief Executive Officer, and Chairman of the Board
Gerald Williams  58  President
David Garrity  51  Chief Financial Officer
Brad Powers  36  Chief Marketing Officer
Angela Siegel  32  Executive Vice President of Marketing
Michael D’Anton  54  Director
C. James Jensen  70  Director
David Pasi  51  Director
Sanford Rich  54  Director
John Scheibelhoffer  50  Director
Paul Schneier  61  Director
 
Michael Mathews has served as Aspen’s Chief Executive Officer and a director since May 2011.  He served as Chief Executive Officer of
interclick, inc. (Nasdaq: ICLK) from August 28, 2007 until January 31, 2011.  From June 2007 until it was acquired by Yahoo, Inc.
(NASDAQ: YHOO) in December 2011, Mr. Mathews also served as a director of interclick.  From May 15, 2008 until June 30, 2008, Mr.
Mathews served as the interim Chief Financial Officer of interclick.  From 2004 to 2007, Mr. Mathews served as the senior vice-president of
marketing and publisher services for World Avenue U.S.A., LLC, an Internet promotional marketing company.   Since March 23, 2011, Mr.
Mathews has served as the Chairman and a consultant (and from December 1, 2011 through March 19, 2012 as Executive Chairman) for
Wizard World, Inc. (Other OTC: WIZD).   Mr. Mathews was selected to serve as a director due to his track record of success in managing
early stage and growing businesses, his extensive knowledge of the Internet marketing industry and his knowledge of running and serving
on the boards of public companies.  Additionally, Mr. Mathews was appointed a director in connection with the EGC Merger.
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    Michael Mathews  Gerald Williams  David Garrity  Brad Powers  Angela Siegel

                
Death or Total Disability   Six months base

salary
 Three months base

salary
 Six months base

salary
 Six months base

salary
 Six months base salary

           
Dismissal Without Cause
or Resignation for Good
Reason (1)

 12 months base
salary (2)

 The greater of three
months base salary
or the remainder of
the base salary due

under the
employment
agreement

 The greater of 12
months base
salary or the

remainder of the
base salary due

under the
employment
agreement (2)

 12 months base
salary (2)

 The greater of six
months base salary or
the remainder of the

base salary due under
the employment

agreement

           
Change of Control  None  The greater of three

months base salary
or the remainder of
the base salary due

under the
employment
agreement (3)

 The greater of 12
months base
salary or the

remainder of the
base salary due

under the
employment
agreement (2)

 None  The greater of six
months base salary or
the remainder of the

base salary due under
the employment

agreement. (3)

           
Expiration of Initial Term
and Aspen does not
renew

  12 months base
salary (2)

 Three months base
salary

 12 months base
salary (2)

 12 months base
salary (2)

 Six months base
salary

_________
(1) Generally, Good Reason in the above Agreements include the material diminution of the executives’ duties, any material reduction in base
salary without consent, the relocation of the geographical location where the executive performs services or any other action that constitutes a
material breach by Aspen under the Employment Agreements.
(2) Any restricted stock or stock options held by the executive immediately vest upon occurrence of this event.
(3) �et
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Director Compensation
 

The Public Company and Aspen did not compensate its directors for their service in fiscal 2011.

Related Person Transactions

During 2010-2011, Aspen entered into numerous transactions with its founder and then Chairman, Mr. Patrick Spada, and a
corporation he controlled, HEMG.  These transactions also occurred prior to 2010. In connection with the audit of Aspen’s financial
statements for 2010-2011, Aspen discovered in November, 2011 that HEMG had borrowed $2,195,084 from it from 2005 to 2010 without
Board of Directors authority. Aspen has been unable to reach any agreement with Mr. Spada concerning repayment and is considering its
options. In connection with this loan, three of Aspen’s directors pledged 2,209,960 shares of common stock (at the value of $1.00 per
share) to secure payment of this loan receivable.  The directors are Mr. Michael Mathews, our Chairman and Chief Executive Officer, and
Drs. Michael D’Anton and John Scheibelhoffer.  Additionally, Mr. Spada has claimed that he and HEMG are owed approximately
$1,200,000; however, Mr. Spada has not instituted any litigation with respect to this claim.  Aspen believes his claim is baseless and utterly
without merit.  In connection with the April Agreement (described below), Mr. Spada and HEMG agreed to not sue Aspen unless filing a
counterclaim or cross-claim against Aspen if Aspen first sues them.  See page 88 below.

 
Previously on September 16, 2011, Aspen, HEMG, and Mr. Spada entered into a series of agreements. In essence, Mr. Spada gave

up substantial control he retained including the power to determine when, if ever, Aspen would go public; in exchange he received
substantial benefits from Aspen which are described below.

In 2008, HEMG purchased video courses and program rights from Aspen for $1,055,000.  The balance due Aspen on September
16, 2011 was $772,793.  Under one agreement, HEMG pledged 772,793 shares of Series C, which converted to 654,850 shares of the
Public Company’s common stock upon the closing of the Reverse Merger to secure payment of this $772,793.  Due to the approximate
0.847 conversion ratio of the Series C into common stock, the shares of Series C pledged by HEMG were not enough to fully secure the
$772,793.  In order to avoid a portion of this loan from being partially written-off, on March 8, 2012, Mr. Mathews pledged an additional
117,943 shares as collateral for the repayment of the this obligation.  Aspen’s Board never authorized entry into the 2008 agreements.  As a
result, Aspen’s Board accelerated the due date from 2013 and declared it immediately due and payable.    In connection with the April
Agreement (described on page 88), Aspen agreed to extend the due date to September 30, 2014 and waived any default which had
previously arisen.

On September 16, 2011, Aspen and HEMG also entered into a two-year Consulting Agreement under which HEMG agreed to
serve as a consultant for a fee paid $140,000 per year for not more than 20 hours per month.  Upon execution of the Consulting
Agreement, Aspen prepaid $151,667 in advance.  The Consulting Agreement further provided $22,793 owed by Mr. Spada to Aspen will
be repaid $2,000 per month (with $2,793 the last month) by offsetting amounts due under the Consulting Agreement commencing in the
14th month.  The Consulting Agreement was to terminate when Mr. Spada publicly sold any of Aspen’s common stock which cannot be
before one year after the Reverse Merger closing (or March 13, 2013). Over the term of the Consulting Agreement, Mr. Spada was eligible
to receive option grants in an amount equal to what any officer or director receives.
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Preferred Stock
 

We are authorized to issue 10,000,000 shares of $0.001 par value preferred stock in one or more series with such designations,
voting powers, if any, preferences and relative, participating, optional or other special rights, and such qualifications, limitations and
restrictions, as are determined by resolution of our board of directors.  The issuance of preferred stock may have the effect of delaying,
deferring or preventing a change in control of our company without further action by shareholders and could adversely affect the rights and
powers, including voting rights, of the holders of common stock.  In certain circumstances, the issuance of preferred stock could depress the
market price of the common stock.  

Options and Warrants
 

Prior to the closing of the Reverse Merger, Aspen had 456,000 five-year warrants exercisable at $1.00 per share outstanding and
expiring in 2016.  Upon the closing of the Reverse Merger, the Public Company assumed the warrants.  There are no stock options or other
rights to purchase the Public Company’s common stock outstanding, except for 1,500,000 options exercisable at $1.00 per share, which
were granted on March 15, 2012 and 500,000 options exercisable at $1.00 per share granted on March 22, 2012.

Debt Securities

Aspen issued $500,000 of long-term convertible notes, convertible at $1.00 per share.  The Public Company has agreed to assume
these notes upon cancellation of the Aspen Notes. 
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(b)  Appointment of New Independent Registered Public Accounting Firm

Effective March 15, 2012, Salberg & Company, P.A. (“Salberg”) was engaged to serve as the Public Company’s new independent
registered public accounting firm.  The engagement of Salberg as the Public Company’s new independent registered public accounting firm
was approved by the Public Company’s Board of Directors.

During the Public Company’s two most recent fiscal years and any subsequent interim period preceding the Former Auditor’s
dismissal, the Public Company did not consult with Salberg regarding either (i) the application of accounting principles to a specified
transaction, either completed or proposed, or the type of audit opinion that might be rendered on the Public Company’s financial statements;
or (ii) any matter that was either the subject of a disagreement as defined in Item 304 of Regulation S-K or a reportable event as such term is
described in Item 304 of Regulation S-K.

Salberg audited the financial statements of Aspen which are filed with this report.
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ITEM 5.01   CHANGES IN CONTROL OF REGISTRANT.
 

Reference is made to the disclosure set forth under Item 2.01 of this Form 8-K, which disclosure is incorporated herein by
reference.

ITEM 5.02   DEPARTURE OF DIRECTORS OR CERTAIN OFFICERS; ELECTION OF DIRECTORS; APPOINTMENT
OF CERTAIN OFFICERS; COMPENSATORY ARRANGEMENTS OF CERTAIN OFFICERS.
 

Reference is made to the disclosure set forth under Item 2.01 of this Form 8-K, which disclosure is incorporated herein by
reference.
 
ITEM 5.03    AMENDMENT TO ARTICLES OF INCORPORATION OR BYLAWS; CHANGE IN FISCAL YEAR.

T





 
_________
* The confidential disclosure schedules are not filed in accordance with SEC Staff policy, but will be provided to the Staff upon
request.  Certain material agreements contain representations and warranties, which are qualified by the following factors:

(i) the representations and warranties contained in any agreements filed with this report were made for the purposes of allocating
contractual risk between the parties and not as a means of establishing facts;

(ii) the agreement may have different standards of materiality than standards of materiality under applicable securities laws;
(iii) the representations are qualified by a confidential disclosure schedule that contains nonpublic information that is not material under

applicable securities laws;
(iv) facts may have changed since the date of the agreement; and
(v) only parties to the agreement and specified third-party beneficiaries have a right to enforce the agreement.

Notwithstanding the above, any information contained in a schedule that would cause a reasonable investor (or that a reasonable investor
would consider important in making a decision) to buy or sell our common stock has been included. We have been further advised by our
counsel that in all instances the standard of materiality under the federal securities laws will determine whether or not information has been
omitted; in other words, any information that is not material under the federal securities laws may be omitted. Furthermore, information
which may have a different standard of materiality will nonetheless be disclosed if material under the federal securities laws.

** Management compensatory plan or arrangement.
 
^ Previously filed with the Form 8-K filed on March 19, 2012.
^^ Previously filed with the Form 8-K/A filed on May 7, 2012.
 

Copies of the exhibits referred to above will be furnished at no cost to our shareholders who make a written request to Aspen
Group, Inc., 224 West 30th Street, Suite 604 New York, New York 10001 Attention: Corporate Secretary.
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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.  
    
Date:  May 29, 2012 By: /s/ Michael Mathews  
  Name: Michael Mathews  
  Title:   Chief Executive Officer  
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