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Special Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains certamrifard-looking statements” within the meaning o€8m 27A of the Securities Act of 1933, as
amended (the “Securities Act”), and Section 21EhefSecurities Exchange Act of 1934, as amended‘kchange Act”). All statements other than staata
of historical fact may be forward-looking statenser8uch forward-looking statements include, amdhgrs, those statements regarding future eventfutunc
results of Bridgepoint Education, Inc. (the “CompdriBridgepoint,” “we,” “us” or “our”) including,without limitation, statements regarding:

« Ashford University's plans for approval to operan accredited institution by the California Baudor Private Postsecondary Education (“BPPE”
e our ability to comply with changing regulatory régments

» expectations regarding financial position, resaftsperations, liquidity and enroliment at our ingions

* projections, predictions, expectations, estimatderecasts as to our business, financial and tipeid results and future economic performa
e new initiatives focused on student success andeac@djuality

e changes in our student fee struct

» expectations regarding the adequacy of our casltasti equivalents and other sources of liquidityofagoing operation

e expectations regarding investment in online aném#dvertising and capital expenditu

e our anticipated seasonal fluctuations in resultspafrations

* management's goals and objectives;

» other similar matters that are not historical f:

Words such as “may,” “should,” “could,” “would,” fpdicts,” “potential,” “continue,” “expects,” “ardipates,” “future,” “intends,” “plans,” “believes,”
“estimates” and similar expressions, as well agstants in the future tense, identify forward-loakstatements.

Forward-looking statements should not be interpratea guarantee of future performance or resnétsadll not necessarily be accurate indicationthef
times at, or by, which such performance or reswilishe achieved. Forwartboking statements are based on information availabthe time those statements
made and are management's good faith belief dmbfime with respect to future events and areestitp risks and uncertainties that could causeahct
performance or results to differ materially fronogle expressed in or suggested by the forward-lgadtitements. Important factors that could causk su
differences include, but are not limited to:

« the inability of Ashford University to effectil)egain approval to operate an accredited insttuttly BPPE, and remaining an institution that ofgera
by means of an exemption to that approval;

< the inability of Ashford University to adequateksolve the findings and recommendations of it fiudit report of the U.S. Department of
Education's Office of Inspector General;

» the imposition of fines or other corrective measuwagainst our institutior
» adverse regulatory changes affecting our indt

e our failure to comply with the extensive regolgtframework applicable to our industry, includifigle IV of the Higher Education Act and its
regulations, state laws and regulatory requiremandsaccrediting agency requirements;

« the inability to continue to develop awareness agnémrecruit and to retain studel

e competition in the postsecondary education mankétis potential impact on our market share, reiciicost and tuition rate




reputational and other risks related to potentiahpliance audits, regulatory actions, negative igitplor service disruption
the inability to develop new programs or exparibting programs in a timely and cafective manne
economic or other developments potentially impactiemand in our institutions' core disciplineshar availability or cost of Title IV or other fundis

the preceding and other factors discussed inlPiéem 1A, “Risk Factors,” and in other repowis may file with the Securities and Exchange
Commission from time to time; and

those factors set forth in Part Il, Item 7, “Maement's Discussion and Analysis of Financial @mmdand Results of Operations.”

Forward-looking statements speak only as of the the statements are made. You should not put urdiaece on any forward-looking statements. We
assume no obligation to update forward-lookingestegnts to reflect actual results, changes in assomspor changes in other factors affecting forwiaking
information, except to the extent required by aggille securities laws. If we do update one or fmmegard-looking statements, no inference shoulditasvn
that we will make additional updates with respedthiose or other forward-looking statements.




PART I

Item 1. Business.
BUSINESS
Overview

We are a provider of postsecondary education sesvid/e believe that our academic institutions, Ashfniversity® and University of the Rockie¥,
embody the contemporary college experience. Otitutisns deliver programs primarily online, as e at their traditional campuses. Our institusibiad a
total of 63,624 students enrolled as of DecembefB13 .

Our institutions' delivery models, weekly startetatcommitment to affordability and the transfeligbof credits make their programs highly accekssib
Our institutions' online platform has been desigteedeliver a quality educational experience whiiering the flexibility and convenience that mastydents
require, particularly working adults. Our institutis are committed to providing a high-quality ediacel experience to their students. Our institusiblave a
comprehensive curriculum development process amdoyngualified faculty members with significant aeanic and practitioner credentials. Our institusion
conduct ongoing faculty and student assessmenegses and provide a broad array of student services

We are also focused on developing innovative nehrtelogies to improve the way students learn, thinciechnologies such as Waypoint Outcofhes
Constellation”, Thuze™, and the development of our institutions' mobiarhing platforms.

Ashford Universityln March 2005, we acquired The Franciscan Univeithe Prairies, located in Clinton, lowa, andamed it Ashford University. The
mission of Ashford University is to provide accédsj affordable, innovative, highuality learning opportunities and degree progréms meet the diverse nee
of individuals pursuing integrity in their livestgiessions and communities. The institution offessociate's, bachelor's and master's degree progrdine, as
well as bachelor's degree programs at its campGéiniton, lowa. Ashford University is comprisedfolir colleges: the ForbésSchool of Business, the College
of Education, the College of Health, Human Serviemed Sciences, and the College of Liberal Arts.B&keve Ashford University is helping to define the
modern college experience by combining the heritfgetraditional campus with the flexibility anffextiveness of online learning.

Ashford University continues to invest in enhancamgl expanding the physical infrastructure of @mpus. The institution encourages online students t
follow campus activities, including athletic tearajdent clubs and student projects.

Ashford University is accredited by the Accredit@gmmission for Senior Colleges and UniversitiethefWestern Association of Schools and Colleges,
or WASC. For more information about Ashford Univigr's accreditation, see the “Regulation-Accredtitgt section below. Ashford University also maimtsia
website at www.ashford.edu, the contents of whirehnat part of this report.

University of the Rockiedn September 2007, we acquired the Colorado Safderofessional Psychology, located in Coloragoi®ys, Colorado, and
renamed it University of the Rockies. The missiblpiversity of the Rockies is to provide high-gityglaccessible learning opportunities globally @iwerse
groups of individuals seeking preparation for {ifeals, professional practice, service, and disisigrd leadership. University of the Rockies is adgate
institution that offers master's and doctoral degmograms in the social and behavioral sciencless€s at University of the Rockies are presemted i
progressive online format, as well as at its carapuis Colorado Springs and Denver, Colorado. Sintdlgdshford University, most students at Universif the
Rockies attend via the institution's accessiblénenplatform, which is also available through owtite applications.

University of the Rockies is accredited by the Highearning Commission, or HLC. For more informatabout University of the Rockies' accreditation,
see the “Regulation-Accreditation” section belomivérsity of the Rockies also maintains a websitexaw.rockies.edu, the contents of which are not ph
this report.

Innovation and new technologie€entral to our ideal of enabling learning anytimeywhere is the commitment to provide learniregfpkms and
resources that make accessible learning a red@ligse innovations include Waypoint Outcomes, Cdlasitan, Thuze and our mobile application technglog

Waypoint Outcomes provides learning and assesssoémare to our universities and to other educaitistitutions nationwide. The software combines
classic rubric grading scales with easy, efficiechnology to help educators teach writing,




critical thinking and cognitive skills. Its sophsted grading palette frees teachers to focus eenimgful, personalized feedback for students bgraating
mundane and repetitive tasks.

Constellation is an innovative suite of interactaduicational materials that increases both theagual quality and affordability of education famline
students at Ashford University. We developed Cdladten to replace third party textbooks with dajitourse materials. Constellation materials aspldied in
a proprietary, browser-based platform, developetiawmned by us. Constellation provides mobile actessudents over the Internet as well as on &uadf
devices, including web-enabled smartphones anéttdblices. Through Constellation, we were abkidoificantly decrease student costs and increaskeist
accessibility and learning.

Thuze is a cloud-based, multi-platform, collabamatiearning environment for students to interat¢hwuheir course digital materials and with eacheoth
Thuze leverages the technology that supports onst@thation platform. Thuze provides students wlith resources to work from both their desktop caensu
and also from their tablets and smartphones. Oued&@leustomers include institutions and resellerd,these customers utilize Thuze to deliver outbieak
content.

Ashford University also utilizes mobile applicatitechnology that empowers students and facultypimect to their learning environment via their niebi
phones and tablet computers. These innovations devered significant interest within the acadecoimmunity and have led to invitations for our persel to
speak at various academic conferences.

Sense of communityWe believe that a strong sense of community is imapo to recruiting and retaining students andedéhtiate us from many other
online providers. We encourage online studentslitov activities on our institutions' campuses Juiing student clubs, student projects with our pases' loce
communities and athletic teams. The athletic teai#shford University compete as members of theddat Associations of Intercollegiate Athletics.

All online student activity, including completin@arsework and seeking support services, is indithieough each university's homepage, which also
highlights campus activities, including athleticdesocial events. Additionally, our institutions ti@raduation ceremonies at the campuses for betbampus-
based and online students. As a result, studertstha opportunity to become more connected to fhbow students and to develop a stronger conoeetith
our institutions.

Enroliment

The following table summarizes enrollments at mstitutions as of December 31, 2013 , 2012 and 2011

December 31, 2013 December 31, 2012 December 31, 2011
Doctoral 91¢ 1.4% 874 1.1% 772 0.€%
Master's 8,371 13.2% 9,93( 12.1% 9,80¢ 11.2%
Bachelor's 49,63 78.(% 60,81: 74.2% 63,96 73.€%
Associate's 4,18: 6.€% 9,57( 11.7% 11,63 13.2%
Other* 512 0.8% 624 0.8% 471 0.€%
Total 63,62« 100.(% 81,81( 100.(% 86,64 100.(%
Ashford University Online 60,91( 95.€% 78,87« 96.4% 83,77 96.7%
Ashford University Campus 79€ 1.%3% 864 1.1% 93¢ 1.1%
University of the Rockies Online 1,75¢ 2.8% 1,917 2.2% 1,75¢ 2.C%
University of the Rockies Campus 16C 0.3% 15t 0.2% 17¢ 0.2%
Total 63,62« 100.(% 81,81( 100.(% 86,64 100.(%

* Includes students who are taking one or more sgRiwith our institutions, but have not declared they are pursuing a specific degree.

We define enroliments as the number of active stigden the last day of the financial reporting peériA student is considered active if the studexst h
attended a class within the prior 15 days or isimstitutionally-approved break not to exceedd$s, unless the student has graduated or hagiptbus with
notice of withdrawal.

As of December 31, 2013, 72% of our institutiammdine students were female, 49% have identifiednbelves as minorities and the average age ofeonlin
students was 37. Our institutions have online sttgdffom all 50 states and from the District of @ubia, and they have students from 40 differenhties.




Graduation

Through December 31, 2013, over 66,500 students ieaduated from our combined institutions. Totalits required to obtain a degree are consistent
for online and campus-based programs: an assacilgtee requires a minimum of 64 credits; a baclselegree requires a minimum of 120 credits; stena
degree typically requires a minimum of 30 additicradits at Ashford University and 33 additioneddits at University of the Rockies. A doctoral degat
University of the Rockies requires a minimum ofa&Rlitional credits.

Many students have previously completed some pomtskary education and have credits that they witkado transfer to a new degree program. We
believe students should receive credit for themmwork; accordingly our institutions have workeldsely with our accrediting agencies to obtainright to
accept a high level of transfer credits.

Tuition and Fees

Our institutions generally structure the tuitiorddaes for programs to be below Title IV loan lisn#nd average grant awards, permitting studentsdoho
not otherwise have the financial means to pursuedacation the ability to gain access to our instihs' programs. We recognize that private loaas a
increasingly difficult to obtain, which can prevergademically qualified students from pursuing dnoation at institutions with higher tuition ane:$e We
believe that helping to remove the financial burdénbtaining incremental private loans while pumgua postsecondary education not only permits more
students to access our institutions' programsalsatenables students to focus more on their caarkeand on program completion while in school.

The price of our institutions' courses varies bagaeh the number of credits per course (with mostges representing three credits), the degreédétiee
program and the discipline. For the 2013-2014 arédlgear (which began on July 1, 2013), the prieequedit is $413 for undergraduate online cousses
ranges from $539 to $1,011 for graduate online smairBased on these per credit prices, the pricesthree-credit course are $1,239 for undergitaduaine
courses and range from $1,617 to $3,033 for gradumtne courses. For the 2013-2014 academic pahrfprd University charges a fixed $7,860 “blockian”
for undergraduate campus-based students takingbat®?2 and 18 credits per semester. For campusg-basgtents taking more than 18 credits, the cast is
additional $458 per credit. For part time, campased students taking 11 credits or less, the s@t58 per credit.

Revenue realized from tuition is reduced by the amhof scholarships awarded to students. For thesyended December 31, 2013 , 2012 and 2011, we
recorded institutional scholarships of $114.7 milli$124.4 million and $101.5 million, respectively students of our institutions.

Student Financing

Students finance their education at our institigithrough a combination of the following financiogtions:

Title IV programs

If a student attends any institution certified d$eTV eligible by the U.S. Department of Educatj@r the Department, and meets applicable student
eligibility standards, that student may receivenggar loans to help fund their education undegmms provided for by Title IV of the Higher Educat Act. An
institution participating in Title IV programs mustsure that all program funds are accounted fdrdésbursed properly. To continue receiving progfands,
students must demonstrate satisfactory academizgs® toward the completion of their program oflgtu

In the years ended December 31, 2013, 2012 antl 2&hford University derived 85.6% , 86.4% and886., respectively, and the University of the
Rockies derived 87.6% , 87.3% and 85.0% , respagtiof their revenues (in each case calculateat@ordance with applicable Department regulatifrosh
students who participate in Title IV programs adstered by the Department.

Federal Direct Loans The Federal Direct Loan Program consists of typ@$ of loans: Stafford loans, which are eithesglibed or unsubsidized, and
PLUS loans, which are made available to graduadepaofessional students, as well as parents ofribgrg undergraduate students.

With a Federal Direct Subsidized Loan, the fedgoalernment pays the interest on the loan whilesthdent is in school and during grace periods ayd a
approved periods of deferment, until the studefttlgyation to repay the loan begins. Federal Dikdmsubsidized Loans are not based on financial ,rea&tliare
available to students who do not qualify for a BirBubsidized Loan, or in some cases, in additica Direct Subsidized Loan. Loan funds are paiguto
institutions, which in turn credit the student's@ent for tuition and fees and disburse any amoungxcess of tuition and fees to the student. Bhéget Contro
Act of 2011 provided that for loan periods begirgnom or after July 1, 2012, graduate and profession




students are no longer eligible to receive Fedeiact Subsidized Loans; however, graduate andepeiddnal students remain eligible for Federal Rirec
Unsubsidized Loans. The Consolidated Appropriatidcisof 2012 temporarily eliminated the interesbsidy provided on Federal Direct Subsidized Loans
during the six-month grace periods provided to stusl who are no longer enrolled on at least atital-basis effective for new Federal Direct SulzgdiLoans
for which the first disbursement is made on orraftdy 1, 2012, and before July 1, 2014.

On July 6, 2012, President Obama signed into l@Mbving Ahead for Progress in the 2Century Act, or MAP-21, which provided a one-yegieasion
of the 3.4% interest rate that applied to Diredv$Sdized Loans made to undergraduate studentsdoslfirst disbursed on or after July 1, 2012 efdiie July 1
2013. MAP-21 added a new provision that limitsratftime borrower’s eligibility for Direct Subsidizl Loans on or after July 1, 2013 to a period a@xceed
150 percent of the length of the borrower’s progréitre law also provides that a borrower who reathed50 percent limit on or after July 1, 2013drees
ineligible for interest subsidy benefits on all &t Subsidized Loans.

Under the Direct Stafford Loan program, a dependadergraduate student can borrow up to $5,50théofirst academic year, $6,500 for the second
academic year and $7,500 for each of the thirdfandh academic years. Students classified as ewl#gnt, and dependent students whose parents baxe b
denied a PLUS loan for undergraduate studentsplotain up to an additional $4,000 for each of th& &ind second academic years and an addition@0@3or
each of the third and fourth academic years. Stisdemrolled in graduate programs can borrow u2S00 per academic year.

On August 9, 2013, President Obama signed intaha&Bipartisan Student Loan Certainty Act of 2048jch amended the Direct Loan interest rate se
of the Higher Education Act of 1965, as amendediddnhe law, interest rates will be establishedaaar for Direct Subsidized, Direct Unsubsidizaail
Direct PLUS loans for which the first disbursemisnon or after July 1 through the following June BBe interest rate, once established, will bediaad apply
for the life of the loan. For Direct Subsidized dbidect Unsubsidized loans whose first disburseneeah or after July 1, 2013 but before July 1,£20he
interest rate is 3.86%, for Direct Unsubsidizedh®&or Graduate/Professional Students, the inteagstis 5.41%, and for Direct PLUS loans, theriderate is
6.41%.

Pell. Under the Pell Program, the Department makesgtarundergraduate students who demonstrate felameed. Under the August 2008
reauthorization of the Higher Education Act, studemere able to receive Pell Grant funds for atkee on a year-round basis, and could potentietigive
more in a given year than the traditionally defimealximum annual amount. However, the U.S. DepantmeDefense and Full-Year Continuing Appropriagon
Act of 2011 permanently repealed, effective wite #911-2012 award year, the Pell Grant provisia pnovided an otherwise eligible student with mibien
one Pell Grant in an award year. The Consolidateprdpriations Act of 2012 preserved the maximun Behnt at $5,550 for the 2012-2013 award year, but
changed the program's eligibility criteria. Begimpiwith the 2012-2013 award year, a student'shelityi to receive a Pell Grant has been reducethfi®
semesters (or its equivalent) to 12 semestersqequivalent). The funding for Labor-HHS-Educatappropriations is part of the Consolidated Appiatfns
Act, 2014 (P.L. 113-73), which was signed into layvthe President on January 17, 2014 providesubfunding for the Pell Grant award year 2014-2@t5
$5,730.

Federal Work-Study Prograriinder the Federal Work-Study Program, or FWS, faldends are made available to pay up to 75% ottst of part-time
employment of eligible students who demonstratarfaial need to help meet the costs of a postsecpedacation. An institution must make FWS jobs
reasonably available to all eligible students. i®maximum extent possible, an institution mustjgl® FWS jobs that complement and reinforce eacipient’s
educational program or career goals. An FWS stuaherytbe employed on campus or, may be employedaoffpus by federal, state, or local public agengies
certain private or foprofit organizations. The Consolidated Appropriatidict, 2014, which was signed into law on Jandary2014, increased FWS funding
the 2014 federal fiscal year.

Non-Title IV funding sources

Other funding sources consist of cash, privatedpatate grants, corporate reimbursement, milibanefits and institutional loans. In the years ende
December 31, 2013, 2012 and 2011, Ashford Unitsedgirived 14.4% , 13.6% and 13.2%, respectiveid, the University of the Rockies derived 12.4%2.7%
and 15.0%, respectively, of their revenues (in ezge calculated in accordance with applicable Beat regulations) from these other funding sosirce

Financial aid processing

Our institutions have engaged Xerox Business Smiatior XBS, formerly called Affiliated Computerr8ees, Inc., to provide call center and transaetio
processing services for the online financial aidleht populations at our institutions, includingviees related to disbursement eligibility reviemdaTitle 1V
fund returns. We believe the engagement of XBSrabmes these processing services to improve stulemcing outcomes, and enhances efforts to cpmh
Title IV rules




and regulations. If the engagement with XBS wemmiteated, we would handle these processing servsieg) our own resources or engage another thitgt pa
vendor.

Curricula and Scheduling

Our institutions are committed to providing theirdents with a rigorous and rewarding academic espee, which gives them the knowledge and
experience necessary to be contributors, educatarseaders in their chosen professions. Our iritits seek to maintain a high level of qualitcinriculum,
faculty and student support services, all of whdohtribute to the overall student experience. €uhdm is reviewed annually to ensure that conten¢fined an
updated as necessary. Our institutions providensite student support services, including academdiginistrative and technology support, to help iméze the
success of their students. Additionally, our ingtitns monitor the success of their educationalidsl processes through periodic faculty and sttden
assessments. Our institutions believe their comenitrto quality is evident in the satisfaction amrdndnstrated proficiency of their students, whicm&asured ¢
the completion of every course.

As of December 31, 2013, our institutions offeapgroximately 1,570 courses, 80 degree programd4hdpecializations. Specialization areas are
comprised of a select number of courses withimastiag program which supplement that program'siegl courses. Specialization areas focus on azee @ir
study and may also be offered under the designaficoncentration, endorsement or track. Our iastihs offer programs and specialization areasuino
Ashford University's four colleges: the Forbes Suthaf Business; the College of Education; the Gdlef Health, Human Services and Science; and diedge
of Liberal Arts; and through the University of tReckies' two schools: the School of Organizatidregldership and the School of Professional Psyclgolog

Online courses are offered with weekly start détesughout the year, except for two weeks totdhta December and early January. Courses typioatly
five to six weeks and all courses are offered imsynchronous format so students can completedhaisework as their schedule permits. Online stisde
typically enroll in one course at a time. This feed approach to learning allows the student togméally in each course.

Our institutions' campus-based courses are typicéfie or 16 weeks and have one start per terrh, twib to five terms per year. Undergraduate campus-
based students can enroll in up to six concurreatses at a time and typically enroll in at leastrfcourses in a given semester.

Doctoral students, both online and campus-basedgeguired to participate in periodic seminars tedan campus as well as compose and defend a
dissertation on an approved topic.

Program Development

Our institutions design their academic offeringsteet the needs of a broad cross section of prigpestudents. In addition to adding programs ghhi
demand disciplines, our institutions intend to erdeatheir programs through the addition of moreciieations in the future. Specializations aredisecreate
an offering that is tailored to the specific objees of a student population and, therefore, isenattractive to potential students interested particular progran
As a result, the addition of specializations repnes a cost-effective way to both expand our maakeitto further enhance the differentiation of imstitutions'
programs in that market. Additionally, our instituts intend to expand the portfolio of their ma'stand doctoral degree programs, consistent with ou
commitment to a quality academic offering, anduospe graduate students because we believe theysegy an attractive segment of the population.

Our institutions seek to offer programs in discipk in which there is strong demand for educatimhsignificant opportunity for employment. Our
institutions' current program portfolio includesesfngs at the associate's, bachelor's, mastet'slactoral levels in the disciplines of busineshjaation,
psychology, social sciences and health sciencesinGiitutions follow a defined process for ideyitify new degree program opportunities that inccafes
student, faculty and market feedback, as well asronends in the relevant disciplines, to evaldlheeexpected level of demand for a new prograwr poi
developing the content and marketing it to potéistiadents.

Potential new programs and specializations aramé@ied based on proposals submitted by facultystaifl and on an assessment of overall market
demand. Our institutions' faculty and academicéesiaip work in collaboration with our marketingreéo research and select new programs that are@exdp®
have strong demand and that can be developedcasanmable cost. Programs are reviewed by the tgpetstitution and must also receive approvabtiyh the
normal governance process at the relevant ingtituti

Once a program is selected for development, a subjatter expert is assigned to work with curricnldevelopment staff to define measurable program-
level student learning objectives. Each courseprogram is designed to include learning activitfest address the program objectives, foster stietggagemel
and assess learning outcomes. All courses undergo




extensive quality assurance review before they#Hezed to students. A new program is reviewedafmproval through the appropriate governance strestu
Following the approval, online programs are confednto the standards of our online learning managesystem and the marketing department creates a
marketing plan for the program. In most casestithe frame to identify, develop and approve a neagmam is approximately six months.

Assessment

Each institution has developed and implementechgpcehensive assessment plan focused on studeninigand effective instruction. The plans stipulate
assessment of learning outcomes at the coursegonaand institutional levels. Learning outcomesuamgue to each institution and demonstrate thiéssgkiat
graduates should be able to demonstrate upon ctorpt their respective program. With the assiséaof our dedicated assessment team, our instigitio
faculty routinely evaluates and revises courses@athing resources based upon outcomes and tititiliresearch data. Using direct and indirect
measurements, student performance is assessedomgaing basis to ensure student success.

We utilize Waypoint Outcomes, our proprietary assent platform, which is an innovative, web-bassskasment system of interactive rubrics, to gather
data from specific learning activities. Data resf@ifom Waypoint Outcomes are shared with the studet are also accessible by the faculty and progra
administrators.

In addition to course and program assessmentdfyfgmrformance is continuously assessed by thé@utisnal deans and instructional specialists bypd
results of student surveys at the completion oheatrse. The results of all of our assessmentipescare reviewed by an assessment team, incldiaiudy,
and, based on their conclusions, recommendatioys@manade to add to or modify our institutions'gyeoms.

Branding and Marketing

We have invested significant resources in devebppitocesses and implementing technologies thavalkto effectively identify, recruit and retain
qualified students. We develop and participateainous marketing activities to generate leads fospective students and to build the Bridgepoinidadion,
Ashford University and University of the Rockiesibds. For our institutions' online student popolatiwe align ourselves with working adults, manyvbiom
have already completed some postsecondary coutdesra@ seeking an accessible, affordable educttbana quality institution. The admissions polictbat
require the minimum age of 22 for online student&shford University are focused at attracting mor@ure students with a greater commitment to ceting
their degrees. The Ashford University campus-basedent population attracts traditional collegelstis, typically between the ages of 18 and 24.

Our branding campaign utilizes TV and digital chalsrto communicate the Ashford University messagelitionally. leads are generated from online
sources, with the main source of leads being théndy online lead aggregators. We also purchasedels from search providers to generate onlinedead
directly, rather than acquiring them through aggters. Additionally, we have a team internally wibouses on generating online leads through seagine
optimization techniques.

Recruiting and Admissions

Our institutions employ a team structure in thearuiting operations. Each team consists of adonsstounselors, financial service advisors anderoad
advisors. The teams provide a single point of adraad facilitate all aspects of enrollment anégnation of a prospective student into a prograstudy. The
team structure promotes internal accountability mgnemployees involved in identifying, recruitingirelling and retaining new students.

All leads are managed through our proprietary custorelations management, or CRM, system, whiakcthra lead for a prospective student to a reng.
team and assigns an admissions counselor withirighm to serve as the primary liaison for thaspeective student. Once contact with a prospectiveesit is
established, admissions counselors, along witlatlaelemic and financial service advisors, beginsaessment process to determine if our institutiomgjram
offerings match the student's needs and objectddditionally, admissions counselors communicateeptriteria, including expected duration and adshe
programs, to prospective students. Through ourrtapy systems, admissions counselors are algerterate a comparison of tuition levels across our
competitors in order for prospective students t&emaore informed decisions.

Each admissions counselor undergoes a compreheraivieag program that addresses our institutianademic offerings, financial aid options and the
regulatory environment in which we operate, inchggdihe restrictions that regulations impose oratth@issions process. We place significant emphasis o
regulatory requirements and demand an environnfesitiot compliance.

Military and corporate channel relationships areelteped and managed by channel development teannsnilitary development specialists and corporate
liaisons work with representatives in these orgatiins to demonstrate the quality, impact and védaeour institutions' programs can provide tavidlals in
the organizations, as well as to the organizations
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themselves. We believe our institutions' educatioffarings are attractive to potential studentthiese markets. Military students may frequentigraie
locations or may seek to complete a program inteemtly over the course of several years. As ofddaoer 31, 2013 , approximately 23.6% of our insons'
students were affiliated with the military, beirither service members, veterans or their spousdhel corporate channel, employers value our utgiits'
traditional campus heritage, while our instituticafordability allows employer tuition reimburseni¢o be used more efficiently.

The admissions process is designed to offer acogg®spective students who seek the benefitspolsésecondary education. Ashford University
undergraduate students may qualify in various wiagdyding by having a high school diploma or a & Educational Development, or GED, equivalent.
Graduate level students at Ashford University amiversity of the Rockies are required to have atlengraduate degree from an accredited college aydom
required to have a minimum grade point averageestrather criteria to qualify for admission to eémtprograms.

Retention

Once a student enrolls in an online program, tkgtirtion provides consistent, ongoing supportssigt the student in acclimating to the online emvinen
and to address challenges that arise in orderctease the likelihood that the student will perdisbugh graduation.

Providing a superior learning experience to evéugant is a key component in retaining studentaiainstitutions. We feel that our team-based apgio
to recruitment and the robust student servicesnaeige enhance retention because of each studietet'action with his or her contact in the team #rel
accountability inherent in the team structure. lé@ @ncorporate a systematic approach to contastindents at key milestones during their experiett@r
institutions, providing encouragement and highligfptheir progress. Additional contact points ird#uquarterly updates on the school and campusTlifere are
frequent personal interactions between academisadvand students, which we view as a key compadnesur retention strategy. Additionally, we empk
retention committee that monitors performance rog@ind other key data to analyze student reterdi@s, as well as the causes and potential riskstddent
drops. Also, our dispute resolution departmenteegns a neutral third party for students to raigecancerns or complaints. Such concerns and contplare
then elevated to the appropriate department so ayeproactively address certain issues potentidigcting retention.

Beginning in the second half of 2012, Ashford Unsity implemented various new initiatives focusedazademic quality and student success that we
believe will help students succeed in their proggahnelp retain higher quality students and ultifyatecrease student retention. In the area of atéclquality,
Ashford University increased the size of its studaipport team, increased the number of full-timaufty and implemented a smaller class size inigain the
area of student success, Ashford University haamoed its orientation program, broadened its refuoity, redefined the minimum age for all studenrsd has
made the decision to eliminate certain associaigrpms.

Ashford University previously had a free two-weeleatation course, which became mandatory in thetfoquarter of 2012, for all incoming studentsttha
have not earned any previous college credits. Tieatation is designed to provide students witlo@plete overview of the online classroom experiepoepare
them for success in their courses, and help théegaluate their readiness to succeed in an omaliege setting. The experience provides a réalisp-front
overview of expectations so that students are aofandat is expected of them as they prepare fair gtudies. They also gain an understanding of twoaccess
and navigate within the online classroom, so treyfeel confident when they move to their firstsauin their respective programs. Successful catioplef all
orientation activities is a requirement before stutd can enroll in their first class.

During the fourth quarter of 2012, Ashford Univéysmplemented the “Ashford Promise.” This initiaiallows an individual to experience the firsethr
weeks of his or her first class before incurring &inancial obligation. At any time during thesesfithree weeks, those individuals who do not destrate
satisfactory academic progress, or those who simmpiyout, will not be admitted as students intoltheversity. Such individual will not be responglbr any
tuition or fees, and therefore will not incur argbdl We believe that the Ashford Promise initiativi# help increase student retention as well asdlp improve
student loan debt.

Technology

We have created a scalable technology systemslsature, reliable and redundant and permits atituitions' courses and support services to beaiffe
online.
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Online course delivery and management

We use the eCollege online learning platform, ptediby Pearson eCollege, a third-party softwaresandgices provider, as our online platform. The
platform provides an online learning managementesysand provides for the storage, management diaideof course content. The platform includes
collaborative spaces for student communicationgarticipation with other students and faculty, grathd attendance management for faculty and assessm
capabilities to assist us in maintaining qualitgaBon eCollege hosts the software for us in iz danter to allow us to efficiently scale the étions to meet
the needs of our institutions' student populatcetess to our systems is provided through studeriils, an extension of our institutions' respextixebsites.
These portals are dynamic destinations for studergscurely access personal information and ses\aad also serve as vehicles for student comntiorisa
activities and student support services.

Internal administration

Ashford University utilizes Talisma, a CRM applicat from Campus Management Corp., for lead managemerkflow, analytics, reporting, and a
complete view of our students. This tool enablesféi University to view the entire student histérgm the lead to graduation, individually or inhaots, and
to respond appropriately. University of the Rockiélzes an internally developed proprietary CRystem for lead management, document management,
workflow, analytics and reporting. Both institutontilize online application portals to acceptegrate and process student applications.

Both institutions utilize CampusVue, a student infation system provided by Campus Management Carpnanage student data (including grades,
attendance, status and financial aid) and to gemerxiodic management reports. This system irdesfavith our online learning management systenpléege.

Constellation

Constellation is our proprietary learning platfotimat takes the best features of traditional texilsand combines them with the best features of\teb to
create a premium student experience. Constellgiies students access to their digital course riadgeacross platforms without sacrificing time-gebstudying
tools like highlighting and note taking. Constabatincludes customized content geared to ourtirt&ins' courses and students, combined with astodet of
features that make course materials engaging aressible to students of various learning stylesahilities. Constellation is cloud-based and is patible
across operating systems, browsers and mobile démgins. We have developed Constellation-enabledses primarily in core classes to attempt to reech
many students as possible. We plan to continualhaed the features of Constellation in future redsa

The editorial team for Constellation consists afad with extensive experience at leading textbpoklishing firms. Highly qualified subject matter
experts are recruited to author content that addeesourse and institutional outcomes. Constefiatigital texts are organized around our institesicaccelerate
courses. As of December 31, 2013 , approximatedg 88our institutions' students have taken a Cdlasien-enabled course. As of December 31, 2018 hed
more than 110 Constellation titles available.

We have also expanded the features of Constelltian external learning platform called Thuze,ahHaunched in early 2012. We partnered with sévera
leading publishers to offer Thuze to a limited nembf students outside of our institutions. Thuzaldes students to share notes and highlightsthtin peers,
and to utilize the social networking aspect of ptetform by having conversations with other studeartd posting their thoughts on discussion bodriaks.
notebook feature within Thuze allows students &ate their own study guides from their annotatiansl to instantly search for key terms.

Mobile application technolog!

Each of our institutions offers mobile applicatiammmpatible with most mobile phones and tablet astens in order to increase the accessibility of the
student learning experience. The applications enstioldents to use their mobile device to contamped staff, complete discussion posts, and reweportant
information regarding their academic status. Wesh@eeived positive feedback from students indicgtinat these mobile applications further theiriéesy
experience and we have incorporated feedback extéto the periodic updates to them.

Employees

Throughout fiscal year 2013, our institutions hanareased the size of their student support teants have increased the number of full-time facuy of
December 31, 2013, our institutions had approxegeg20 full-time faculty members and approximat€)$00 adjunct faculty members. Adjunct faculty are
part-time employees engaged on a course-by-coass. Adjunct faculty are compensated a fixed arhpancourse, which varies among faculty members
based on each individual's experience and backdrdaraddition to teaching assignments, adjunatlfganay also be asked to serve on student comesittic
as comprehensive examination and dissertation ctieesj or assist with course development.
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As of December 31, 2013, we, along with our insiiins, also employed more than a combined 3,4@6faculty staff in university services, academic
advising and academic support, enrollment serviggigersity administration, financial aid, infornmat technology, human resources, corporate acaoginti
finance and other administrative functions. Nonewfemployees is a party to any collective bargaior similar agreement with us.

Competition

The postsecondary education market is highly fragateand competitive, with no private or publictingion representing a significant market sharar O
institutions compete primarily with public and pate degree-granting regionally accredited collegesuniversities. Many colleges and universitiaekn
working adults in addition to traditional 18 to gdar-old students. In addition, many of those gaand universities offer a variety of distancecation and
online initiatives.

We believe that the competitive factors in the pespndary education market include the reputaticheocollege or university among students and
employers; the number of qualified and experierfaedlty; the program costs; the relevant and adtrégrogram offerings; the regulatory approvéis t
convenient, flexible and dependable access to anagiand classes; the relative marketing and sedfiiegtiveness; the time necessary to earn a degnelethe
level of student support services.

We do expect to encounter increased competitianrasult of new entrants to the online educatiorketaincluding traditional colleges and univesesiti
that had not previously offered online educatioogpams.

Intellectual Property

We rely on a combination of copyrights, trademasisyice marks, trade secrets, domain names ardragnts with third parties to protect our inteliett
property rights. We have trademark and service meglstrations and pending applications in the &thibtates and select foreign jurisdictions. We algp the
domain name rights for our institutions, as welb#tger words and phrases important to our busiredditionally, we have applied for patent protentior
certain technology developed by us; and registeopgrights for exemplary business course matetialsany instances, our institutions' course cariten
produced by faculty and other content experts unaek-for-hire agreements pursuant to which we ¢lencourse content in return for a fixed developnfiea.
In certain limited cases, course content is licdrfsem third parties on a royalty fee basis.

Environmental Matters

We believe our facilities are in compliance witlddeal, state and local laws and regulations the¢ leeen enacted or adopted regulating the discludrge
materials into the environment, or otherwise ratto the protection of the environment. Compliawih these laws and regulations has not had, endfi
expected to have, a material effect on our capitpbnditures, results of operations or compettiosition.

Financial Information about Segments and Geographi@reas

We operate our business in one reportable segmaetityve have no foreign operations or assets locattsitle of the United States. For information dabou
our revenues from external customers, measurebifspand losses and total assets, see our apnnablidated financial statements which are inaude
elsewhere in this report.

Executive Officers of the Registrant

Our management team possesses extensive experngmestsecondary education, in many cases withr ¢éinge online postsecondary providers. Prior to
launching Bridgepoint Education, Andrew Clark, @EO and President, served in senior managemertigrasat such institutions for 12 years and has
significant experience with online education busges. The other members of our executive managegsntalso bring a combination of academic, opanatj
legal, technological and financial expertise thathelieve has been critical to our success. Théraoty of our executive management team demoresrtite
strong relationship between functional areas withinbusiness and the team's belief in the potesftiour business model. Additionally, our execativ
management team has been critical to establisimdgreaintaining our corporate culture.
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The names of our executive officers and their atifgess and biographies as of February 1, 2014satdorth below:

Name Age Position

Andrew S. Clark 48 CEO and President and Director

Daniel J. Devine 49 Executive Vice President/Chief Financial Officer

Jane McAuliffe 47 Executive Vice President/Chief Academic Officer
Rodney T. Sheng 47 Executive Vice President/Chief Administrative Offic
Ross L. Woodard 48  Senior Vice President/Chief Marketing Officer
Charlene Dackerman 53 Senior Vice President of Human Resources

Thomas Ashbrook 49 Senior Vice President/Chief Information Officer

Diane L. Thompson 58 Senior Vice President, Secretary and General Counse
Douglas C. Abts 40 Senior Vice President/Strategy and Corporate Deveént
Vickie L. Schray 53 Senior Vice President of Regulatory Affairs and lRuBolicy

Our executive officers are appointed by, and satwbe discretion of, our board of directors. Eagacutive officer is a full-time employee. Therencs
family relationship between any of our executivBoefrs or directors.

Andrew S. Clarkas served as our Chief Executive Officer and ecttir since November 2003 and as our Presiderd Siabruary 2009. Mr. Clark also
served from March 2005 to December 2008 on the dofilrustees for Ashford University and servedtos University of the Rockies Board of Trusteesrfro
September 2007 to August 2010. Prior to joiningnusovember 2003, Mr. Clark consulted with sevem@yate equity firms examining the postsecondary
education sector. Prior to 2003, Mr. Clark worked®@areer Education Corporation as Divisional \iizesident of Operations and Chief Operating Offfoer
American InterContinental University in 2002. Frd®92 to 2001, Mr. Clark worked for Apollo Groupgclr{University of Phoenix), where he served in vasi
management roles, culminating in his position agi®el Vice President for the Mid-West region fra®09 to 2001. Mr. Clark earned an M.B.A. from the
University of Phoenix and a B.A. from Pacific Lutha University.

Daniel J. Devingoined us in January 2004 and currently servesiag&recutive Vice President/Chief Financial OfficBrior to Mr. Devine's appointment
as Executive Vice President/Chief Financial Officedanuary 2011, Mr. Devine served as our Senioe Yresident/Chief Financial Officer, from Novembe
2008 to December 2010, and as our Chief Finandiaded, from January 2004 to November 2008. Mr. Devhas over 20 years of senior finance experience.
From March 2002 to December 2003, Mr. Devine seagthe Chief Financial Officer of A-Life Medic&lrom 1994 to 2000, Mr. Devine served in various
management roles for Mitchell International Inclneimating in his position as Chief Financial Offideom 1998 to 2000. From 1987 to 1993, Mr. Devseeved
in various management roles for Foster Wheeler @atjon, culminating in his position of divisionahief Financial Officer from 1990 to 1993. Mr. Deei
earned a B.A. from Drexel University and is a diri public accountant.

Jane McAuliffgoined us in July 2005 and currently serves astxacutive Vice President of External Affairs/Chisfademic Officer. Prior to
Dr. McAuliffe's appointment as in January 2011, BcAuliffe served as our Senior Vice President/€kidministrative Officer, from November 2008 to
December 2010, and as our Vice President of Acad@éffiairs, from September 2007 to November 2008.NcAuliffe also served as Chancellor/President of
Ashford University from July 2005 to December 20Efom 2003 to 2005, Dr. McAuliffe served as Prestdsf Argosy University/Sarasota Campus in Sargsota
Florida. Prior to 2003, Dr. McAuliffe served in vams management roles including Vice PresidenAfrademic Affairs at American InterContinental Unisigy
in 2002, and prior to that Dean, Associate DeanRuagram Director in the College of Education &t thiversity of Phoenix from 1996 to 2002. Dr. Mdiffe
earned a Ph.D., M.A. and B.A. from Arizona Statevdrsity.

Rodney T. Sherjgined us in January 2004 and currently servesiag&recutive Vice President/Chief Administrativefiedr. Prior to Mr. Sheng's
appointment as Executive Vice President/Chief Adstiative Officer in January 2011, Mr. Sheng seraedur Senior Vice President/Chief Administrative
Officer, from November 2008 to December 2010, amdw Vice President of Operations, from Janua8420 November 2008. Mr. Sheng has over 20 years of
experience in the postsecondary sector, duringtwiitice he has worked for four different colleged aniversities and served in a variety of managémaes.
From 1995 to 2003, Mr. Sheng worked for Apollo Grplnc. (University of Phoenix). From 2000 to 200&, Sheng served as Vice President/Campus Director
and opened two campuses for the University of Plidarthe state of Ohio. In 2002, Mr. Sheng wapoesible for the marketing and recruitment for é2rhing
centers throughout the Southern California metiitgrolarea. Mr. Sheng earned an M.A. from the Ussitgiof Phoenix and a B.A. from San Diego State
University.
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Ross L. Woodarbined us in June 2004 and has served as our SeiuePresident/Chief Marketing Officer since Nousen 2008. From June 2004 to
February 2005, Mr. Woodard served as our Direck@-@ommerce and from March 2005 to October 2008dreed as our Vice President of Marketing. From
June 1992 to May 2004, Mr. Woodard held multiplei@emanagement positions with Road Runner SpBrtan 1998 to 2004, Mr. Woodard served as Director
of E-Commerce for Road Runner Sports and was resfplerfor the internet sales and marketing charfifreim 1992 through 1997, Mr. Woodard served in
various management roles with Road Runner Spoxtkjding Director of Sales. From 1989 to 1992, éiwed as a Regional Manager for Nike, Inc. in San
Diego. Mr. Woodard earned a B.A. from San DiegdeStiniversity.

Charlene Dackermajoined us in September 2004 and has served aseminrS/ice President of Human Resources since Nboeer2008. From September
2004 to December 2005, Ms. Dackerman served aBiogctor of Human Resources, and from January 20@ctober 2008, she served as our Vice Presidt
Human Resources. Ms. Dackerman has worked in thisgondary sector for over 18 years. From 198002, Ms. Dackerman served in various management
roles for Kelsey Jenney College, including Coll@ieector, Campus Director, Dean and Director of Assions. Ms. Dackerman earned an M.S. from National
University and a B.S. from Humboldt State Universit

Thomas Ashbroojoined us in November 2008 and has served as auoiS¢ice President/Chief Information Officer sintbat time. From March 2005 to
March 2008, Mr. Ashbrook served as the Divisiomdbimation Officer for Fremont Investment & LoanCalifornia industrial bank and lending institutjon
where he led information technology strategy far tbsidential business. From 2001 to 2005, Mr. Astib served as the Senior Vice President of Teduyol
Solutions for Fidelity National Information Solutis, a subsidiary of Fidelity National Financial..Mishbrook earned a B.S. in Electrical Engineefiogn
California State University, Long Beach and an MB&m Ashford University, Clinton lowa.

Diane L. Thompsojoined us in December 2008 and has served as miwrSéce President, Secretary and General Cowigeé that time. From
September 1997 to November 2008, Ms. Thompson démvearious management roles for Apollo Group, lfuniversity of Phoenix). From November 2000 to
February 2006, Ms. Thompson served as Vice Preg@emsel for Apollo Group, Inc. (University of Rémix) and from March 2006 to November 2008,

Ms. Thompson served as Chief Human Resources @fficem October 1992 to July 1996, Ms. Thompsowmextgas an attorney in the Pima County Attorney's
Office in Tucson Arizona. Ms. Thompson earned a.Brdm St. Cloud University, an M.A. from Antiochniversity and a J.D. from the University of Arizona
College of Law.

Douglas C. Abtgoined us in August 2010 and has served as ouoB¥ite President, Strategy and Corporate Develapsiace that time. He is
responsible for setting the strategic directiothef company, mergers and acquisitions activitya é#elligence capabilities, and new learning pridu
development. Previously, Mr. Abts spent seven yaaBcience Applications International Corporatimost recently serving as Corporate Vice Presiftant
Mergers and Acquisitions. He earlier held the sité Vice President for Strategic Development andiBess Development Manager. For six years, Mrs Abt
served with distinction as an Officer in the Uni®ites Navy SEAL Teams. Mr. Abts holds an M.Branf Harvard Business School and a B.A. from Stahfor
University.

Vickie L. Schrayoined Bridgepoint Education in January 2011 andetly serves as the Senior Vice President, Régyldffairs and Public Policy. Prior
to Ms. Schray's appointment as the Senior Viceifeas Regulatory Affairs and Public Policy in Dedsen 2012, Ms. Schray served as the Vice President
Regulatory Affairs. Ms. Schray has over 20 yearexgerience in postsecondary education and hasadakthe federal, state and institutional levedni-1998
to 2010, Ms. Schray served in various leadershgitipos with the U.S. Department of Education, unithg Acting Deputy Assistant Secretary in the &ffof
Postsecondary Education, Senior Policy Analyshn®ffice of the Under Secretary, and as the Depirgctor for the Secretary of Education's Comnoisgin
the Future of Higher Education. Before her workivilie Department of Education, Ms. Schray consutiethe National School-to-Work Opportunities @#i
and was Deputy Director of the National Skill Stardb Board. Ms. Schray earned a M.S. at Portlaaté &tniversity and a B.S. at Oregon State Universit

In June 2003, Mr. Clark acquired and subsequeitidtthe management to operate Foundation Collegeducation provider which conducted campus-
based training programs through the California Expplent Training Panel. From November 2003 to Aug@@84, Ms. Dackerman served as President and Chie
Financial Officer of Foundation College. Due tagngficant decrease in state funding, the busitfigsd for bankruptcy in December 2005.

15




Additional Information

We were incorporated in Delaware in May 1999 uilemame TeleUniversity, Inc. and we changed oorentd Bridgepoint Education, Inc. in February
2004. Our website is located at www.bridgepointedion.com. We make available free of charge onwbrsite our Annual Report on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8, amendments to those reports filed pursuane¢tidh 13(a) or 15(d) of the Exchange Act as s@on a
reasonably practicable after we electronically dileh material with, or furnish it to, the Secestand Exchange Commission (“SEC”). The websit¢hfeiSEC
is located at www.sec.gov. Further, a copy of Ansual Report on Form 10-K is located at the SH&iblic Reference Room at 100 F Street, NE, Washimgt
D.C. 20549. Information on the operation of the [IRuReference Room can be obtained by calling € &t 1-800-SEC-0330. The reference to our welssite
intended to be an inactive textual reference aadtintents of our website are not intended to berporated into this report.
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REGULATION

Ashford University and University of the Rockie® @ccredited institutions of higher education whdoh subject to extensive regulation by a variéty o
agencies. These agencies include the Accreditimgrilesion for Senior Colleges and Universities &f YWestern Association of Schools and Colleges, or
WASC, the agency that accredits Ashford Universityd the Higher Learning Commission of the Nortint@# Association of Colleges and Schools, or Htt@
agency that accredits University of the Rockiescraditing agencies provide an independent assessrheducational quality. Our institutions are afsject tc
regulation by educational licensing authoritiestates where our institutions are physically lodateconduct certain operations. We are also stilgec
regulation by the U.S. Department of Educatioremefd to as the Department, due to our participatidederal student financial aid programs autrestiby
Title IV of the Higher Education Act of 1965, as anded (the “Higher Education Act”), which we refeiin this report as Title IV programs. To parti&ie in
Title IV programs, a school must maintain authdiaaby the state education agency or agenciesenibes physically located, be accredited by arrediting
agency recognized by the Department and be ceftiffethe Department as an eligible institutiontitoions that participate in the Title IV programse subject
to an extensive set of laws and regulations. Ths,laegulations and standards of WASC, HLC, thedb@pent and state agencies affect the vast majofribyr
institutions' operations.

Accreditation

From 1950 until being institutionally accredited WASC in December 2013, Ashford University was adiied by HLC. University of the Rockies has
been institutionally accredited since 2003 by HWZASC and HLC are two of six regional accreditingages that accredit colleges and universitiehén t
United States. Most traditional, public and private-profit, degree-granting colleges and univessiare accredited by one of these six agencies.

Accreditation by WASC and HLC is recognized by Bepartment and by prospective students as a relintlicator of educational quality. Accreditatia
a private, non-governmental process for evaluatiegquality of an educational institution and itegrams and an institution's effectiveness in ¢agput its
mission in areas including integrity, student perfance, curriculum, educational effectiveness, Ifgcphysical resources, administrative capabiiy
resources, financial stability and governance. @odrognized by the Department, an accrediting@gemong other things, must adopt specific stadsltr be
maintained by educational institutions, conductrgegiew evaluations of institutions' complianceéwtihose standards, monitor compliance throughogeri
institutional reporting and the periodic renewalgess and publicly designate those institutionsriteet the agency's criteria. An accredited intituis subject
to periodic review by its accrediting agency toedietine whether it continues to meet the performaimtegrity, quality and other standards required f
accreditation. An institution that is determined tmmeet the standards of accreditation may hizvacicreditation revoked or not renewed.

Accreditation is important to our institutions agstablishes comprehensive criteria designedamete educational quality and effectiveness. Adtadn
also represents a public acknowledgment by a rézedindependent agency of the quality and effea@ss of our institutions and their programs.doal
facilitates the transferability of educational dtedvhen students transfer to or apply for gradsateol at other regionally accredited colleges amdersities.
The Department relies on accreditation as an inalicz educational quality and effectiveness iredsiining an institution's eligibility to participain Title IV
programs, as do certain corporate and governmemissps in connection with tuition reimbursement atiter student aid programs.

We believe that regional accreditation is viewedbfably by certain students when choosing a schoyobther schools when evaluating transfer and
graduate school applications and by certain empsoysen evaluating the credentials of candidatesrgployment.

In addition, by approving our institutions' offegim of approved campus-based programs through aidilneery modalities and by approving increased
transfer credit allowance and prior learning agsesss, accreditation supports our mission of sgrgindents by providing innovative online prograang
allowing student accessibility through increaseah$fer of credit for prior traditional and non-titewhal education.

Evaluations and renewals of accreditatic

On July 10, 2013, WASC granted Initial Accreditatim Ashford University for five years, until Julyp, 2018. As part of a continuing WASC monitoring
process, Ashford University will host WASC in a sjaé visit in spring 2015. University of the Rockieras granted its initial accreditation from HLC2003 for
a period of five years. Its accreditation was reeg\Wwy HLC in 2008 for a period of seven years, witomprehensive evaluation scheduled during th&-201€
academic year. In November 2009, as a result ofrmtietl public offering, both Ashford Universitynal University of the Rockies participated in a dy@of
control accreditation visit from HLC, which contiedi the accreditation of both institutions at tiaet Upon the recommendation of the visiting tefnC
determined that both institutions (i) continuedrteet the commission's eligibility
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requirements and accreditation criteria and (igustl receive their next comprehensive evaluatior&0i14-2015, per the commission policy that states
institution must have a comprehensive review nerldtan five years following a change in contralitviUniversity of the Rockies will undergo this
comprehensive review in September 2014; HLC hasriméd Ashford University that the 20PB16 visit will not occur. As Ashford University iow accredite
by WASC, the institution is only subject to evaloatby WASC.

Beginning in 2014, WASC will institute “Mid-Cycled¥iews” of its accredited institutions near the puibht of their periods of accreditation. The pumos
of the Mid-Cycle Review is to identify problems tvian institution's or program's continued compleanith agency standards while taking into account
institutional or program strengths and stabilitheTMid-Cycle Review will focus particularly on semt achievement, including indications of educatlon
effectiveness, retention and graduation data.

For information regarding the current status ofahereditation of Ashford University see “WASC GraffiInitial Accreditation of Ashford University”
below. For information regarding the current statftithe accreditation of University of the Rocksese “HLC Notification regarding University of the&kies
Non-Financial Indicator Conditions” below.

WASC Grant of Initial Accreditation of Ashford Uniersity

On July 10, 2013, WASC granted Initial Accreditatim Ashford University for five years, until Julys, 2018. This WASC action permitted Ashford
University to designate WASC as its accreditorezfard for purposes of eligibility to participatetire Title IV programs following approval by the [R@tment,
the university's withdrawal from HLC and the traarsbf relevant records to WASC. Ashford Universidymally submitted its request for such approvalthe
Department on July 17, 2013.0n November 4, 20¥8P#partment notified Ashford University that thedartment would approve the university’s change in
accreditor, recognizing WASC as Ashford Universtgccreditor, along with the renewal of certifioatfor continued participation in the Title IV, HEA
programs. In December 2013, Ashford University clatgal its transition to WASC accreditation, recéiyeovisional certification from the Departmentiunt
2016 and designated its San Diego, Californiaifaslas its main campus and its Clinton, lowa casngs an additional location. As part of a contigthiVASC
monitoring process, Ashford University will host V& in a special visit in spring 2015.

Application for Licensure by California BPPE

To be eligible to participate in Title IV prograngs) institution must be legally authorized to offsreducational programs by the states in whié it
physically located. Effective July 1, 2011, the Bament established new requirements to deterrhime institution is considered to be legally authed by a
state. See “Department Regulation of Title IV Peags - State Authorizatiorfelow. In connection with its transition to WASCceeditation, Ashford Universit
designated its San Diego, California facilitiestagnain campus for Title IV purposes. WASC-accredlinstitutions operating in California are najueed,
under state rules, to obtain approval from theeStatCalifornia, Department of Consumer Affairs,r8au for Private Postsecondary Education, or BRP&der
to operate in the state. Under the Departmentts stiathorization rule, an institution must be apprbor licensed on a basis other than accreditatiorstances
in which it is not established by name as an edmeat institution by a state through a chartertugg constitutional provision, or other actionuied by an
appropriate state agency or entity. On May 21, 2€H8Department published a notice stating thabitld provide an extension of the effective ddtthe state
authorization rule until July 1, 2014 to qualifyingstitutions that obtain from a state an explaratf how the extension of time would permit thetestto comply
with the regulations. The California DepartmenCainsumer Affairs has issued a letter explainingnaed for an extension. As it is uncertain how the
Department will interpret the state authorizatialeror the applicability of the extension of tintliee university submitted an Application for Apprbv@a Operate
an Accredited Institution to BPPE on September200,3. If BPPE approves the universit@pplication, the university will no longer be exyg from certain law
and regulations applicable to private, psstondary educational institutions. These lawsragdlations entail certain California reportinguggments, includin
but not limited to, graduation, employment andn&ieg data, certain changes of ownership and dofeiculty and programs, and student refund pdicées wel
as the triggering of other state and federal studeployment data reporting and disclosure requerds

Negotiated Rulemaking

The Department held public hearings in May and R0183 inviting the submission of topics for consat®n in a series of rulemaking efforts to achiave
longterm agenda in higher education focused on acaéfssdability, academic quality and completion. Bechearings have focused on topics includingnot
limited to, cash management of Title IV programdanstate authorization for programs offering distaor correspondence education, gainful employment
credit and clock hour conversions, changes matteetGlery Actby theViolence Against Women Act of 2QB3L. 113-4), and the definition of “adverse credit
for PLUS borrowers.
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In June 2013, the Department announced its intemti@stablish a negotiated rulemaking committgarépare proposed regulations that would establish
standards for programs that prepare students fofuj@mployment in a recognized occupation. Theouottee met for three sessions between September an
December 2013, but did not reach consensus orotiterst of the proposed regulations. On March 1442¢he Department published proposed regulations f
public comment . See “Regulation - Gainful Employe

In January 2014, the Department held the firshofe negotiated rulemaking sessions to implementhianges to the Clery Act required by the enadtmen
of the Violence Against Women Act, or VAWA. Two ethsessions are scheduled for February 2014 andhvigpril 2014. While the final regulations will
likely not be implemented prior to July 1, 2015 fhepartment notified institutions in an ElectroAitnouncement in May 2013 that until the regulatigo into
effect, it expects institutions to make a goodrfaitfort to comply with the statutory requirememmong other things, VAWA requires institutionsdompile
statistics for certain crimes reported to campuesisy authorities or local police agencies. Unther statute, an institution must include the neguied
information in its Annual Security Report issuedlater than October 1, 2014.

In February 2014, the Department held the firdhofe negotiation sessions related to various megrpm integrity initiatives, including the poteati
reintroduction of the Distance Education Rule (3B.R. 8 600.9(c)) which was vacated by a federattda 2011. The February sessions produced ndauiee
outcomes, but sessions in March 2014 plan to addhesDepartment’s draft of a proposed regulatiodistance education that could materially impagt o
business.

Additional topics to be considered at March andilgessions are expected to include, but may nditited to, the following: cash management of gitV/
funds, including the use of debit cards and thalliag of Title IV credit balances; state authorimatfor foreign locations; clock to credit hour a@nsion; the
definition of “adverse credit” for borrowers in tkederal Direct PLUS Loan Program; and the appdinaif the repeat coursework provisions to gradaat
undergraduate programs.

We cannot predict the scope and content of thelaggaos that may emerge from these or other rulénga#ctivities that the Department initiates.
Compliance with additional regulations, or with rifaghtions to existing regulations, and/or reguigitecrutiny that results in the Company's instito$ being
allegedly out of compliance with these regulatiarmyld result in direct and indirect costs of coiapte, fines, liabilities, sanctions or lawsuitigh could have
a material adverse effect on enrollments, reverfiremcial condition, cash flows and results of gtiens.

HLC Notification regarding University of the Rock&Nor-Financial Indicator Conditions

On July 24, 2012, HLC notified University of the ékies that it had been identified for further ingubased on certain non-financial data the institut
provided in its 2012 Institutional Annual Repornildersity of the Rockies was identified for furthiequiry because it met two of the indicator coiudis: (1) the
number of degrees awarded increased 40% or morpareunh to the prior year; and (2) the number oftiulle faculty increased 25% or more compared to the
prior year. Accordingly, HLC requested that Univgref the Rockies provide a report to HLC demoasiig the institution's ability to continue meetithg Core
Components in light of the conditions at the insiitn that led to the indicators being identifidthis report was provided on August 29, 2012. HL@fiea the
University in 2013 that its staff accepts the Unsity’s explanatory report and no further actioméeded at this time.

Authorization by U.S. Congress of Title IV Programs

The U.S. Congress must periodically reauthorizeHigier Education Act and annually determine thedfng level for each Title IV program. In 2008, the
Higher Education Act was reauthorized through Seper 2014. The U.S. Congress may propose and @as#ons to the Higher Education Act between
reauthorizations, by using other legislative vedgctuch as budget bills and appropriations bitke T.S. Congress also determines the funding léeelEitle 1V
programs annually through the budget and appropnisiprocess.

Any action by the U.S. Congress that significanéigiuces Title IV program funding or the eligibility our institutions or students to participateTitie IV
programs could have a material adverse effect allerents, revenues, financial condition, cash 8amd results of operations. Congressional actoidcalso
require us to modify our practices in ways thatldoncrease our administrative costs and reducepmfit margin, which could have a material advesffect on
enrollments, revenues, financial condition, castw§ and results of operations.

For example, as the federal Pell Grant progranmésad the largest non-defense discretionary spgnaliagrams in the federal budget, it is a potetdiedet
for reduction as the U.S. Congress addresses wgeeted budget deficits. Under the Pell Grant @ogthe Department of Education makes grants to
undergraduate students who demonstrate finanagal. @n December 23, 2011, the “Consolidated Apfeitipns Act, 2012,’'among other provisions, eliminal
federal student aid
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eligibility, with some exceptions, for ability-tbenefit students who first enroll on or after Ju}y\2013. The same law limited Pell Grant eligipitib 18 semeste
or equivalent, a provision that went into effeat &l students beginning with the 2012-2013 awardry

Subsidized Stafford loans are also a potentiaktsigr reduction. Subsidized Stafford loans aresfally guaranteed loans based on financial neeelrdst
does not accrue on subsidized Stafford loans vehdieident is in school at least half time, or dyany future grace or deferment periods; the fédgreernment
pays the interest on such loans during these tilh@sever, under the “Budget Control Act of 2011l]"subsidized Stafford loans were eliminated faadyrate
and professional students, who are now only ekgibt unsubsidized Stafford loans. Further, with émactment of the “Consolidated Appropriations, 26t.2,”
the payment of the interest subsidy to studentsiver subsidized Stafford loans during the six-thagrace period by the federal government was aked
from July 1, 2012 through June 30, 2014. In addijtighen the law, “Moving Ahead for Progress in #i¢'Century Act,”was enacted to extend the 3.4% inte
rate for subsidized Stafford loans for loans fitisbursed on or after July 1, 2012 through June€303, another limitation on subsidized Stafforane was
established. For new borrowers on or after JuBO1L3, borrowers will no longer be eligible for sigimed Stafford loans when the borrower reachespEs@ent
of the published length of the borrower’s progratereover, if the borrower continues enrolling ir throgram beyond the 150 percent point of the samae
different program, or a shorter program, the boeowill be responsible for any interest that acerae his or her subsidized Stafford loans.

If in the future, funding is reduced for the Pelie@t program (such as a reduction in the maximumréwamount), if fewer students or programs are eek
eligible for the Pell Grant Program or if loan irgst subsidies are eliminated for Stafford loang. (eligibility for such loans has been eliminafedgraduate
students effective July 1, 2012), our institutiomght become less affordable for certain studentaiainstitutions, which could negatively impaarellments,
revenue, financial condition, cash flows and resaftoperations.

Additionally, there has been increased focus byesonihe U.S. Congress on the role that for-pediticational institutions play in higher education.
particular, the Health, Education, Labor and Parsidommittee of the U.S. Senate (“HELP Committéelyl a series of hearings regarding the for-profit
education sector and Title IV programs, includindarch 2011 hearing specifically about us and Ashfdniversity entitled “Bridgepoint Education, Iné&
Case Study in For-Profit Education and Oversighh& hearings, and those of other Congressional ¢tiews, have focused on various aspects of thpriafit
education sector including student debt, recruitnpeactices, educational quality, student outcorttesgeffectiveness of accrediting bodies, and theumt of
Title IV funding received by the for-profit educati sector.

In connection with these hearings, members of Gesxhave requested a broad range of detailed iafammfrom various for-profit institutions, incluutj
Ashford University and University of the RockiesoM recently, on July 29, 2012, the majority stdfthe HELP Committee issued a report entitled “Poofit
Higher Education: The Failure to Safeguard the Fddevestment and Ensure Student Succeshkith contains the majority staff's findings fronetcommittee'
two-year investigation of the fqorofit education sector. The report is criticakloé sector generally and of us and our institutepeifically, expressing conce
surrounding the amount of Title IV and other fediéuads received, the amount of money spent on etarlf and recruiting, student retention and defaiéts,
staffing levels, learning outcomes and accreditationong other items.

Certain members of Congress have proposed legisltiat could have an adverse impact on our intistits. For example, Senators Dick Durbin (D-IL),
Jack Reed (D-RI), Elizabeth Warren (D-MA), and BaebBoxer (D-CA) introduced the “Protect StudentrBavers Act,” which would assess penalties against
institutions if their cohort default rate exceeéspgkercent. A bill introduced by the late SenatarikrLautenberg (D-NJ) and Senator Tom Harkin (D-tAked
the “Student First Act,” would require Departmeh&aucation program reviews of institutions engagim “risky” behavior, such as serial forbearanod a
default rate manipulation, spending more than 20y of revenue on recruiting and marketing, aedvéhg more than 85 percent of revenue from feldera
student aid sources. Senator Kay Hagan (D-NC)duoized the “Protecting Financial Aid for Studentd diaxpayers Act,” which would prohibit institutioff®m
using revenues derived from federal educationas@asse funds for advertising, marketing, or reamgi While these bills will not likely pass durirlgis session,
they may serve as a basis of discussion duringethigthorization of the Higher Education Act.

We cannot predict what legislation, if any, will anate from the HELP Committee hearings, the reaiziitton of the Higher Education Act, or other
Congressional deliberations, or what impact any degislation might have on the for-profit educat&ector and our business in particular.
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Department Regulation of Title IV Programs

To be eligible to participate in Title IV prograngs) institution must comply with the Higher EduoatiAct and regulations thereunder that are adneirsit
by the Department. Among other things, the law r@gllations require that an institution (i) be tised or authorized to offer its educational progrémthe
states in which it is physically located, (ii) miim institutional accreditation by an accreditagency recognized for such purposes by the Depattamel
(iii) be certified to participate in Title IV progms by the Department. Our institutions' partidgratn Title IV programs subjects them to extensiversight and
review pursuant to regulations promulgated by tepdtment. Those regulations are subject from tartene to revision and amendment by the Department
The Department's interpretation of its regulatibkeswise is subject to change. As a result, itiffallt to predict how Title IV program requiremenwill be
applied in all circumstances.

An institution must periodically seek recertificatifrom the Department to continue to participat&itle IV programs and may, in certain circumses)c
be subject to review by the Department prior tksegrecertification. The current certification foniversity of the Rockies is scheduled to expimeJane 30,
2016. Ashford University is provisionally certifiethtil September 30, 2016. The Department typigalliices an institution on provisional certificatimiiowing
a change in ownership resulting in a change ofrobanhd also may provisionally certify an institutifor other reasons including but not limited adure to
comply with certain standards of administrativeatafity or financial responsibility. During the tenwhen an institution is provisionally certifietmay be
subject to adverse action with fewer due proceg¥sithan those afforded to other institutions iemrt apply for and receive approval from the Departt for
substantial change, which includes, but is nottlighto, the establishment of an additional locatamincrease in the level of academic offeringshe addition
of any nondegree or short-term training progranmwvéler, provisional certification does not otheenisnit an institution's access to Title IV funds.

The 90/10 rule

Under the Higher Education Act, a for-profit ingtibn loses its eligibility to participate in Titl¥ programs if the institution derives more thai?® of its
revenues (calculated in accordance with applicBlejgartment regulations) from Title IV program furfdstwo consecutive fiscal years. This rule is coomly
referred to as the “90/10 rule.” Any institutiorathviolates the 90/10 rule for two consecutivedlsears becomes ineligible to participate in Titfgorograms
for at least two fiscal years. In addition, anitusion whose rate exceeds 90% for any single yeélhbe placed on provisional certification and mag subject to
other enforcement measures. In the years endechibece81, 2013 , 2012 and 2011, Ashford Universisivibd 85.6% , 86.4% and 86.8% , respectively, and
University of the Rockies derived 87.6% , 87.3% 8B6d% , respectively, of their respective reven(gatulated in accordance with applicable Depantme
regulations) from students who participate in Titfefunds.

Revenue derived from government tuition assistéocmilitary personnel, including veterans, is cidiesed not to be federal student aid for purpo$eiseo
90/10 rule calculation, and accordingly helps mstitutions satisfy the 90/10 rule. As of Decem®&r2013, approximately 23.6% of our institutiostsidents
were affiliated with the military, some of whom algible to receive tuition assistance from theeyrament which they may use to pursue postsecondary
degrees.

Incentive compensatiol

The Higher Education Act prohibits an institutioorh providing any commission, bonus or other inenpayments based directly or indirectly on susces
in securing enrollments or financial aid to anysoers or entities engaged in student recruitinglatissions activities, or in making decisions akibetaward of
student financial assistance. Under prior Departmeggulations, there were 12 “safe harbor” provisioThe Department eliminated all 12 safe harlaffective
July 1, 2011, taking the position that any comnaissbonus or other incentive payment based in anty girectly or indirectly, on securing enrollmgar
awarding financial aid is inconsistent with theentive payment prohibition in the Higher Educathxt. The Department issued a Dear Colleague Ldt&rd
March 17, 2012 that attempted to clarify and previitterpretive guidance regarding certain aspddiseoregulations. There remains uncertainty dsotw the
Department will interpret them.

Qui tamcomplaints against us and our institutions weresatesi on December 26, 2012 and January 2, 2013eTdmnplaints allege, among other things,
that our institutions violated the Federal FalsaifGk Act by falsely certifying to the Departmerati®\shford University and University of the Rockiesthe
case of theyui tamunsealed in 2012, and Ashford University, in theecaf thequi tamunsealed in 2013, were in compliance with the mégulations regarding
the payment of incentive compensation to enrolinpemsonnel in connection with the institutions'tiggwation in student financial aid programs. Th&U
Department of Justice has declined to interverteeégui tamcomplaints. For more information regarding claimd &awsuits, see the risk factor entitlewe
face litigation and legal proceedings that could/ba material adverse effect on enroliments, firgrecondition, cash flows and results of operati” in Part |,
Item 1A of this report and “Legal Proceedings” erf, Item 3 of this report.

21




Cohort default rate

For each federal fiscal year, the Department catesla rate of student defaults over a two-yeasoregsy period for each educational institution vhis
known as a “cohort default rate.” An institution yrlase its eligibility to participate in the Diretban and Pell programs if, for each of the threstmecent
federal fiscal years for which information is aadile, 25% or more of its students who became sutgjecrepayment obligation in that federal fisgadhr
defaulted on such obligation by the end of theofslhg federal fiscal year. In addition, an instibut may lose its eligibility to participate in tidrect Loan
program if its cohort default rate exceeds 40%h@most recent federal fiscal year for which defeates have been calculated by the Departmentofsh
University's two-year cohort default rates for #0841, 2010 and 2009 federal fiscal years, were%4Q.10.2% , and 15.3% , respectively. The two-yednort
default rates for University of the Rockies for @11, 2010 and 2009 federal fiscal years, wer#4.8.0% and 3.3% , respectively.

The August 2008 reauthorization of the Higher EdiocaAct included significant revisions to the ré@ments concerning cohort default rates. Under the
revised law, the period for which students' defaal their loans are included in the calculatioaminstitution's cohort default rate was extengdne
additional year, which has increased the cohodulefates for most institutions. That change wiéecgve with the calculation of institutions' cathalefault rate
for the federal fiscal year ending September 3092@hich rates were calculated and issued by #ygaBment in September 2012. The Department will no
impose sanctions based on rates calculated unidereétv methodology until three consecutive yeanstefs have been calculated, which is expecteddoran
September 2014. Until that time, the Departmenitaaihtinue to calculate rates under the old cat@tamethod and impose sanctions based on those fEbe
revised law also increases the threshold for endinmstitution's participation in the relevantl&itv programs from 25% to 30%, effective for finthtee-year
cohort default rates published on or after the 2@ti2ral fiscal year. The revised law changeshheshold for placement on provisional certificattor8B0% for
two of the three most recent fiscal years for whiah Department has published official three-yedoct default rates. Ashford University's threesyeshort
default rates for the 2010 and 2009 federal figeaks, were 16.3% and 19.8% , respectively. Thi tn@ee-year cohort default rate for the 2011 fatiéscal
year for Ashford University is 15.4%. The three4yeahort default rates for University of the Rockfer the 2010 and 2009 federal fiscal years, \8eb&b and
3.3% , respectively. The draft three-year cohofaudlé rate for the 2011 federal fiscal year for Wbrsity of the Rockies is 7.4%.

Substantial misrepresentatio

The Higher Education Act prohibits an institutiomrficipating in Title IV programs from engagingsaobstantial misrepresentation of the nature of its
educational programs, financial charges or gradesatgloyability. Under the Department's rules, asi@presentation” is any false, erroneous or mighead
statement an institution, one of its representafive any ineligible institution, organization, person with whom the institution has an agreemeptavide
educational programs, or marketing, advertising;uiing, or admissions services makes directlg gtudent or prospective student or any membéreopublic,
or to an accrediting agency, to a state agenciyeobepartment. The Department's rules define astanbial misrepresentation” as any misrepresemtatio
which the person to whom it was made could readgrimbexpected to rely, or has reasonably reliedhat person's detriment. Considering the brodiditien
of “substantial misrepresentation,” it is possitblat, despite our training efforts and complianagpams, our institutions' employees or servicevigigrs may
make statements that could be construed as sulbstaigrepresentations. If the Department determthat one of our institutions has engaged in sulbisi
misrepresentation, the Department may attemptokeethe institution's program participation agreeiif the institution is provisionally certifie@dmpose
limitations on the institution's participation init/€ IV programs if the institution is provisiongltertified, deny applications from the institutifor approval of
new programs or locations or other matters, orat@tproceedings to fine the institution or linsitispend, or terminate its eligibility to participan Title IV
programs. The institution could also be exposedddreased risk of action under the federal Falgén@® Act. Thequi tamcomplaint that was unsealed on
December 26, 2012 alleges, among other thingsAtslafiord University and University of the Rockiesvie failed to make required disclosures readilylalvke
to students, have misled students as to the trsteof@ttending the schools, the quality and retpriaof their academic programs, and their job efaent rates.
For more information regarding claims and lawss® the risk factor entitledWe face litigation and legal proceedings that cdutve a material adverse eff
on enrollments, financial condition, cash flows aadults of operationsin Part |, Item 1A of this report and “Legal Pesdings” in Part |, Item 3 of this report.

Return of Title IV funds for students who withdra

If a student who has received Title IV funds withds, the institution must determine the amountité TV program funds the student has earned, mnsu
to applicable regulations. If the student withdralusing the first 60% of any payment period (whifdr,our undergraduate online students, typicalg 2Oweek
term consisting of four five-week courses and,dor campus-based students, is a 16-week semebggmount of Title IV funds that the student hasied is
equal to a pro rata portion of the funds the studereived or for which the student would otherwiseeligible for the payment period. If the
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student withdraws after the 60% threshold, thersthdent is deemed to have earned 100% of theVilends received. If the student has not earrkdfdhe
Title IV funds disbursed, the institution must metthe unearned funds to the appropriate lendéreobDepartment in a timely manner, which is gemgrad later
than 45 days after the date the institution deteehithat the student withdrew. If an instituticarsual financial aid compliance audit in eitheitsftwo most
recently completed fiscal years determines thabb%ore of such returns were not timely made, tiséitution may be required to submit a letter &fdit in
favor of the Department equal to 25% of the Titlefuinds that the institution should have returnedvithdrawn students in its most recently compldtscal
year. For the year ended December 31, 2013, otituitiens did not exceed the 5% threshold for latieinds sampled.

State authorizatior

To be eligible to participate in Title IV prograngs) institution must be legally authorized to offsreducational programs by the states in whié it
physically located. Effective July 1, 2011, anitusion is considered to be legally authorized state if, among other things, it meets one offtflewing sets
of requirements:

« the state establishes the institution by namenasducational institution through a charter,useatconstitutional provision or other action issby an
appropriate state agency or state entity and tsoaiged to operate educational programs beyondskery education, including programs leading to a
degree or certificate; the institution complieshaainy applicable state approval or licensure requints, except that the state may exempt the
institution from any state approval or licensurquieement based on the institution's accreditabipone or more accrediting agencies recognized by
the Department or based upon the institution beirgperation for at least 20 years; and the stateahprocess to review and appropriately act on
complaints concerning the institution including #rdorcement of state laws;

« the institution is established by the statelmnliasis of an authorization to conduct businesiseirstate or to operate as a nonprofit charitable
organization; the institution, by name, is approgeticensed by the state to offer programs beys®uwbndary education, including programs leading to
a degree or certificate; and the institution is exampt from the state's approval or licensureireqents based on accreditation, years in operation
other comparable exemption; and the state hascagsdo review and appropriately act on complaiatgeerning the institution including the
enforcement of state laws; or

« the institution is exempt from state authoriaatas a religious institution under the state dbrigin or by state law, and the state has a pot®s
review and appropriately act on complaints conecgyithe institution and to enforce applicable shates.

The Department has stated that it will not pub#idist of states that meet, or fail to meet, thev@xequirements, and it is uncertain how the Diepamt
will interpret these requirements in each state.

The regulations that were scheduled to take effielgt 1, 2011, also provide that, if an institutisroffering postsecondary education through distasrc
correspondence education to students in a stathigh it is not physically located or in which & otherwise subject to state jurisdiction as deitgethby the
state, the institution must meet any state requeéremfor it to be legally offering postsecondarstaince or correspondence education to studertiatistate.
Additionally, upon request by the Department, astifation must be able to document that it hasajhyalicable state approval. Although our institutidrave a
process for evaluating the compliance of theirrmmkducational programs with state requirementrdagg distance and correspondence learning, ave ha
experienced no significant restrictions on theu@ational activities to date as a result of sucjuirements, state regulatory requirements for endiducation
vary among the states, are not well developed imnstates, are imprecise or unclear in some staigsire subject to change. For more information, State
Education Licensure and Regulatidglow. Moreover, it is also unclear whether and/bat extent state agencies may augment or chaega¢jgulations in thi
area as a result of new Department regulationsramdased scrutiny. Any failure to comply with staéquirements, or any new or modified regulaticos)d
result in our inability to enroll students or receiTitle IV funds for students in those states emdld result in restrictions on growth and enrolhise

On June 5, 2012 the United States Court of Appfealthe District of Columbia Circuit vacated theanstate authorization regulation with respect to
distance and correspondence education. The Cdinrbedl a 2011 order of a Federal District Courthia District of Columbia vacating the regulatioqu#ing
an institution to meet state requirements in a@statvhich it has distance education studentsijrbwhich it is not physically located or otherwisgbject to state
jurisdiction. The Department subsequently issuBar Colleague Letter acknowledging the Court'ssifet and stating that the Department would nobrre
the requirements of the regulation and commentiag institutions continue to be responsible for ptyimg with all state laws as they relate to dis&n
education. In February 2014, the Department helditkt of three negotiation sessions related téoua new program integrity initiatives, includittie potential
reintroduction of the Distance Education Rule thas vacated. The February sessions produced ntastitse outcomes, but sessions in March 2014 mlan t
address
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the Department’s draft of a proposed regulatiomlistance education that could materially impacttmusiness. SeeApplication for Licensure by California
BPPE” above for further discussion.

Ashford University has a campus that is physicllbated in lowa. During the time period in whichhfard University was accredited by the Higher
Learning Commission, the lowa College Student Aadrtnission, or ICSAC, advised Ashford Universitytttiee institution was exempt from a requirement to
register with the State of lowa to offer postse@maiegree programs in lowa by virtue of its acitegibn by the Higher Learning Commission. In aip#tion of
its transition to WASC accreditation, Ashford Unisity applied for registration with ICSAC. In Novéer 2011, ICSAC determined Ashford University mlet a
requirements to offer postsecondary educationwaland approved the institution's registrationowa for a four-year period ending November 2015wEher,
in light of the findings and recommendations camdiin the final audit report of the Departmentf8d® of Inspector General, or the OIG, ICSAC sthtieat it
would immediately reconsider the institution's sgition for possible revocation if the Departmesiéd to limit, suspend or terminate the institotso
participation in Title IV programs. For more infoation about the OIG's final audit report, see “Ration-Department Regulation of Title IV Programs-
Compliance reviews, audits and reports” below.

University of the Rockies is located in the Stdt€olorado and has Full Authorization by the Cottim&ommission on Higher Education. Such
authorization may be lost or withdrawn if Univeysitf the Rockies fails to comply with requirementsler Colorado statutes and rules for continued
authorization.

Gainful employment

Under the Higher Education Act, schools operated éor-profit basis are eligible to participate in Tite programs only to the extent that their educatic
programs lead to gainful employment in a recognazeclipation, with the limited exception of qualifiprograms leading to a bachelor's degree in lilzeta.

In June 2011, the Department published final regnria to establish minimal debt measures for deteéng whether certain postsecondary educational
programs lead to gainful employment in recognizeclipations, and the conditions under which suchnaros are eligible for Title IV funding. The debt
measures established by these regulations consited debt-to-earnings ratios, based on compasisi graduate earnings with annual loan paymentsan
annual loan repayment rate, based on the ratarcbdarowers reduced the outstanding balances daic€Title 1V loans.

On June 30, 2012, the U.S. District Court for thstiict of Columbia nullified most of the gainfulmloyment regulations and returned the regulations
the Department for further action. On July 6, 2ah2, Department issued an electronic announcenc&nba/ledging that the Court had vacated the debt
measures, that institutions would not be requicecbimply with related regulations regarding gaiiployment reporting requirements and adding naiwfgl
employment educational programs, and that institistivould be required to comply with requirementdisclose certain information about gainful empheynt
educational programs.

In June 2013, the Department announced its intemti@stablish a negotiated rulemaking committgerépare new gainful employment regulations that
would replace those vacated by the Court. The Deyant held negotiating rulemaking sessions withcthramittee beginning in September 2013 and conatudi
in December 2013. Before each session, the Departisributed draft regulatory language markedrast for discussion purposes.

The draft regulatory language distributed by th@&¥ement to the committee for discussion purposddeicember 2013 would require each educational
program covered by the rule to achieve threshdksria three debt measure categories related amawmal debt to annual earnings ratio, an annudltdeb
discretionary income ratio, and a program cohofawdéerate. The various formulas are calculatedenrmdmplex methodologies and definitions outlinethie
draft regulatory language and, in some cases,agecbon data that may not be readily accessitiestitutions. The draft language outlines variocsnarios
under which programs could lose Title IV eligibjlifior failure to achieve threshold rates in onenmre measures over certain periods of time ranfgorg two to
four years. The draft language also would requir@atitution to provide warnings to students ingnams which may lose Title IV eligibility at thaae of an
award year, limit its Title IV enrollment in thepeograms, and submit a letter of credit or seteafiitids to provide borrower relief to studentshia évent the
programs become ineligible. The draft regulatonglzage contains other provisions that, among dttiegs, include disclosure, reporting and new paogr
approval requirements.

On March 14, 2014, the Department published praposgulations for comment by the public for a sidfyy period. The proposed regulatory language
released by the Department to the public for comim@nild cause each educational program coveretidoyule to fail if their graduates’ student-loarde
payments exceeded 12% of their incomes and 30%eafdiscretionary incomes, the same ratios alerotiginal rule and the draft considered by negots in
the fall of 2013. Also unchanged from the 2013td@ograms whose graduates have debt-to-incotiesraf 8% to 12% or debt-to-discretionary-incoragas
of 20% to 30% would fall in a “zone”, and the ition would have to warn students that they migddome
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ineligible for aid. Programs that fail both debtit@ome tests twice in any three-year period oiiatbe zone for four consecutive years would ledigible for
federal student aid. Different from the draft 20L& and in response to tBé12 Court ruling, the Department now proposes @agnatic cohort default rates
rather than loan-repayment rates as an additiesalPrograms whose borrower cohort default ratesesl 30% for three consecutive years would bégiid
for federal student aid.

The various formulas are calculated under complethodologies and definitions outlined in the pragbeegulatory language and, in some cases, ard
on data that may not be readily accessible totirigins. The proposed language contains other gians that, among other things, include discloswgorting
and certification requirements. We cannot predietultimate content or effective date of any negufations that may emerge from this process opdtiential
impact of such regulations on us or our institusiand have had minimal time to review and analljeeptoposed regulation. Any new regulations thdtice or
eliminate our studentsiccess to Title IV federal student aid, that regjus to change or eliminate certain programs, aritttrease our costs of compliance ct
have an adverse effect on our business .

Financial responsibility

The Higher Education Act and Department regulatestablish standards of financial responsibilityialiban institution must satisfy to participate iitld
IV programs. The Department evaluates compliantle thiese standards annually upon receipt of aftutisn's annual audited financial statements dad a
when an institution applies to the Department &stablish its eligibility to participate in Titl&Iprograms following a change in ownership. Onaficial
responsibility standard is based on the institisicomposite score, which is derived from a fornadtablished by the Department. The composite ssare
number between negative 1.0 and positive 3.0. Ktrba at least 1.5 for the institution to be deefirahcially responsible without the need for futh
Department financial oversight. In addition to heyan acceptable composite score, an institutiost,famong other things, meet all of its financialigations
(including required refunds to students and anke TV liabilities and debts), be current in its d@layments and not receive an adverse, qualifietisataimed
opinion by its accountants in its audited finansiatements.

For the fiscal year ended December 31, 2012, thgposite score calculated was 3.0 , satisfying tmposite score requirement of the Department's
financial responsibility test, which institutionaust satisfy in order to participate in Title IV grams. We expect the consolidated composite sodre 8.0 for
the year ended December 31, 2013 . However, theotidated calculation is subject to determinatigrtiie Department once it receives and reviews odited
financial statements for the year ended Decembge2(®3 .

Administrative capability

The Department specifies extensive criteria by Wiain institution must establish that it has thaiigite administrative capability to participateTiile [V
programs. To meet the administrative capabilitpdéads, an institution must, among other thingsmly with all applicable Title IV program requiremts;
have an adequate number of qualified personnarraster Title IV programs; have acceptable stadsiéor measuring the satisfactory academic pregoégs
students; have procedures in place for awardirsipuilsing and safeguarding Title IV funds and fointaning required records; administer Title IV grams
with adequate checks and balances in its systemeyhal control over financial reporting; not la&d not have any principal or affiliate who is, delkd or
suspended from federal contracting or engagingiivity that is cause for debarment or suspengioovide financial aid counseling to its studené&er to the
OIG any credible information indicating that anydgnt, parent, employee, third-party servicer beotgent of the institution has engaged in anydfiar other
illegal conduct involving Title IV programs; timekubmit all required reports and financial statetsieand not otherwise appear to lack administratagability.

Potential effect of noncompliance with Title IV redations
The Department can impose sanctions for violatmegstatutory and regulatory requirements of Tl@tograms, including:

e transferring an institution from the advance moetor the heightened cash monitoring level onéhotkbf Title IV payment, which permit the
institution to receive Title IV funds before or @amrently with disbursing them to students, totlegghtened cash monitoring level two method of
payment or to the reimbursement method of paynvenith delay an institution's receipt of Title IVrds until student eligibility has been verified by
the Department;

» imposing a monetary liability against an ingtdn in an amount equal to any funds determindubice been improperly disbursed or improperly not to
have been returned upon student withdrawal;
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e requiring an institution to post a letter of credifavor of the Department as a condition for amned Title 1V eligibility;
e initiating proceedings to impose a fine or to linsiispend or terminate an institution's particgratn Title IV programs
» referring a matter for possible civil or criminalviestigatior

» failing to grant an institution's applicatiorr ienewal of its certification to participate intl€ IV programs or imposing conditions on its paigation in
Title IV programs; or

« taking emergency action to suspend an institutipatticipation in Title IV programs without prioptice or a prior opportunity for a heari

If sanctions were imposed resulting in a substhatigtailment or termination of our institutiongiticipation in Title IV programs, enroliments, exwues,
financial condition, cash flows and results of @tiems would be materially and adversely affectedur institutions lost their eligibility to paxipate in Title IV
programs, or if the amount of available Title INogram funds were reduced, we would seek to arrangeovide alternative sources of financial aid $ardents.
There is no assurance that any private organizatiauld be willing to provide financial assistarioeour institutions' students. Additionally, thédrest rate and
other terms of such financial aid would likely et as favorable as those for Title IV program fyrashel we might be required to guarantee all or glestich
alternative assistance or might incur other additicosts in connection with securing such altéveatssistance. It is unlikely that we would beeatol arrange
alternative funding to replace all the Title IV fling our institutions' students receive.

In addition to the actions that may be brought agfails as a result of participation in Title IV grams, we are also subject to complaints and lds/sui
relating to regulatory compliance brought not dmythe regulatory agencies that oversee our inistits but also by other federal and state govertahen
agencies and third parties, such as current ordostudents or employees and other members ofutbiecpincluding lawsuits filed pursuant to the éedl False
Claims Act and similar state laws. For more infotioraregarding claims and lawsuits, see the riskofaentitled “We face litigation and legal proceedings that
could have a material adverse effect on enrolimeirtancial condition, cash flows and results obogtions” in Part I, Item 1A of this report and “Legal
Proceedings” in Part I, Item 3 of this report.

Compliance reviews, audits and reports

Our institutions are subject to reviews in conr@ttvith periodic renewals of certification to paipiate in Title IV programs, as well as announced a
unannounced compliance reviews and audits by vaeaternal agencies, including the Department hadXG. State licensing agencies, the U.S. Depauttoft
Veterans Affairs and accrediting bodies may alsadoet audits and reviews of a similar fashion.ddidon, as part of the Department's ongoing maimigpof
institutions' administration of Title IV prograntse Higher Education Act requires institutions tbmit to the Department an annual Title IV comptiamudit
conducted by an independent certified public actiogrfirm. In addition, to enable the Departmentriake a determination of an institution's financial
responsibility, each institution must annually sutemidited financial statements prepared in acaoréavith accounting principles generally acceptethe U.S.
and Department regulations.

The OIG is responsible for, among other thingspmting the effectiveness and integrity of the Dépant's programs and operations. With respect to
educational institutions that participate in Titleprograms, the OIG conducts its work primarilydhgh an audit services division and an investigetidivision.
The audit services division typically conducts gahaudits of institutions to assess their admiatgin of federal funds in accordance with applieahles and
regulations. The investigation services divisiopitglly conducts focused investigations of paréecidllegations of fraud, abuse or other wrongdaigainst
institutions by third parties, such as a lawsuédiunder seal pursuant to the federal False Claichs

In January 2011, Ashford University received alfeaadit report from the OIG regarding the compliameidit commenced in May 2008 and covering the
period July 1, 2006 through June 30, 2007. Thetanadiered Ashford University's administration ofl&ilV program funds, including compliance with
regulations governing institutional and studergibllity, awards and disbursements of Title IV pragp funds, verification of awards and returns céanmed
funds during that period, and its compensationrarfcial aid and recruiting personnel during theqeeMay 10, 2005 through June 30, 2009.

The final audit report contained audit findingseech case for the period July 1, 2006 through 3002007 (award year 2006-2007), which are
summarized as follows:

* Finding 1-The university designed a compensatian for enroliment advisors that provided incemfpbayments based on success in securing
enroliments and did not establish that its plan radtices qualified for the regulatory safe hasbor
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» Finding 2-The university did not always perforeturn of Title IV aid calculations properly, re8ng in the improper retention of a total of $2%0%
Title IV program funds for 38 students in the Ol&&nple sets of 85 students.

e Finding 3-The university did not in all instasaeturn Title IV program funds timely for Title IStudents who withdrew or went on a leave of absenc
from school.

* Finding 4The form formerly used by the university to obtairthorizations to retain student credit balancdsidt comply with applicable regulatio

» Finding 5-The university did not in all instasodisburse Title IV program funds in accordancénajpplicable regulations or university policy besau
they were made prior to the students being eligibleceive them.

* Finding 6-The university did not in all instasamaintain documentation to support online studésdses of absence due to the lack of suppothfor
start dates for 19 leaves of absence.

Each finding was accompanied by one or more recamdat®ns to the Department's Office of Federal &mtid\id, or FSA, as summarized below:

« For Finding 1, the OIG recommended that the FSAiire¢ghe university to provide records of all sgladjustments made to enroliment advisors dt
award year 2006-2007 and any documentation, notodied to the OIG, that demonstrates that any Specijustments made during that period
qualified for the regulatory safe harbors.

»  For Findings 2 and 5, the OIG recommended ti&aHSA require the university (i) to remit to thegartment and appropriate lenders certain amounts
identified by the OIG ($29,036 for Finding 2) anijl {ndertake a file review for award year 2006-2Q0 identify the amount of Title IV funds that
were improperly retained or disbursed and to resith amounts to the Department or appropriate fsnde

« For Finding 4, the OIG recommended that the F&fuire the university to cease drawing, disbursind holding credit balances of Title IV program
funds for which there are no currently assessedutienal charges.

e For Findings 2, 3, 5 and 6, the OIG recommerttiatithe FSA require the university to develop enplement certain remedial policies and
procedures.

» For Findings 2, 3 and 5 generally, and for Rigdl in the event the university cannot establist its salary adjustments for enrollment advisors
qualified for the safe harbor, the OIG recommenithed the FSA consider whether to take approprietiem under Subpart G of 34 C.F.R. Part 668.
Under Subpart G, the FSA may seek to impose aafifaénst the university or to limit, suspend or teate the university's participation in Title IV
programs.

The findings and recommendations of the final atefport represent the opinions of the OIG, anddbeance of final audit determinations and corvecti
action to be taken, if any, will be made by the FSA

Ashford University expects that the FSA will cormidhe findings and recommendations in the finglitaieport and engage in a dialog with the univgrsi
prior to determining what, if any, action to takeddassuing a Final Audit Determination Letter camdihg the audit. The OIG requested that Ashfordversity
provide a response to the FSA regarding the finditaeport, and the university responded in a lyrmeanner.

In June 2011, in connection with Findings 2 anth8,FSA requested that Ashford University condufiteareview of the return to Title IV calculatiorigr
all Title IV recipients who withdrew from distaneglucation programs during the 2006-2007 award yiéee institution cooperated with the request argpBed
the information within the time frame required.

If the FSA were to determine to assess a monetaility or commence an action under Subpart Gtbeoprocedures, Ashford University would have an
opportunity to contest the assessment or propastézhahrough administrative proceedings, with tight to seek review of any final administrativeiao in the
federal courts. Although we believe Ashford Univigreperates in substantial compliance with Deparitmegulations that are applicable to the aredsiun
review, we cannot predict the ultimate findingstgmtial liabilities or remedial actions, if anyatithe FSA may include in the Final Audit Deterntioa Letter,
or the result of any administrative proceedingsluding Subpart G or other proceedings, that magawut of the Final Audit Determination Letter.

FSA periodically reviews institutions participatingTitle IV programs for compliance with applicaeldtandards and regulations. On July 25, 2012, FSA
notified University of the Rockies that it had sdhked an on-site program review, which took placgust 20, 2012 through August 24, 2012. In June201
University of the Rockies was provided with FSAtglgminary program review report and has filedradly response. Following consideration of the resgo
the FSA will issue a Final Program Review Deterrtiorg or FPRD, letter. If the FPRD were to inclfdaings of non-compliance, University
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of the Rockies could be required, subject to adstriafive review procedures, to pay a fine, retutle TV funds previously received, or be subjectedther
administrative sanctions. While we cannot curreptigdict the final outcome of the Department reviany such final adverse finding could damage the
institution's reputation in the industry and negglif impact enroliment, revenues, financial comiiticash flows and results of operations.

Adding teaching locations and implementing new edtional programs

The requirements and standards of accrediting aggrstate education agencies and the Departnmeihlir institutions' ability in certain instances
establish additional teaching locations or impletmew educational programs. WASC, the HLC and stdtecation agencies that may authorize or acooedit
institutions or their programs generally requirstitutions to notify them in advance of adding aerinew locations or implementing certain new paogs, and
upon notification may undertake a review of thelipaf the facility or the program and the finaakiacademic and other qualifications of the in§tin. If an
institution participating in Title IV programs plarto add a new location or educational programirtsigtution must apply under certain circumstarcethe
Department to have the additional location or etlanal program designated as within the scope @friktitution's Title IV eligibility.

Ashford University is provisionally certified forifle IV eligibility until September 30, 2016. Theepartment typically places an institution on pranisl
certification following a change in ownership reisg in a change of control and also may provislignzertify an institution for other reasons inciog but not
limited to failure to comply with certain standamfsadministrative capability or financial respdribty. During the time when an institution is pisionally
certified, it may be subject to adverse action viéthver due process rights than those affordedheranstitutions and must apply for and receiverapal from
the Department for any substantial change, whicludes, but is not limited to, the establishmeramfdditional location, an increase in the le¥elaademic
offerings, or the addition of any nondegree or stenm training programs. However, provisional iedtion does not otherwise limit an institutiomlscess to
Title IV funds.

Change in ownership resulting in a change of contro

The Department and most state and accrediting &gerequire institutions of higher education toapr obtain approval of certain changes of cdrarl
changes in other aspects of institutional orgainair operations. Transactions or events thatt@atesa change of control may include significaoguisitions
or dispositions of an institution's common stock amgnificant changes in the composition of aniiagon's governing board. The types of threshétdssuch
reporting and approval vary among the states arahgraccrediting agencies. The Department regulsfiwavide that a change of control occurs for diplyb
traded corporation if either (i) a person acquéesh ownership and control of the corporation so the corporation is required to file a currenquto¢ on Form 8-
K with the SEC disclosing a change of control,iprtle corporation's largest stockholder who owhkeast 25% of the total outstanding voting stotthe
corporation, ceases to own at least 25% of suatk gtoceases to be the largest stockholder owrtitepat 25% of the total stock. A significant puask or
disposition of our voting stock, including a disjtims of voting stock by Warburg Pincus, could latmined by the Department to be a change of clomtider
this standard. In such event, the regulatory praeeiapplicable to a change in ownership and clowtrald have to be followed in connection with the
transaction. Similarly if such a disposition weeethed a change of control by the applicable adoredi state educational licensing agency, anyiredu
regulatory notifications and approvals would havéé made or obtained.

Privacy of student record

The Family Educational Rights and Privacy Act o749or FERPA, and the Department's FERPA regulatiequire educational institutions to protect the
privacy of students' educational records by lingjitam institution's disclosure of a student's peapidentifiable information without the studengsor written
consent. FERPA also requires institutions to akktmdents to review and request changes to thegagidnal records maintained by the institutionnaify
students at least annually of this inspection ragid to maintain records in each student's fitentisrequests for access to and disclosures obpally
identifiable information and the interest of suehtp in that information. If an institution fails tomply with FERPA, the Department may requiraective
actions by the institution or may terminate anitoiobn's receipt of further federal funds. In aitsh, educational institutions are obligated tcegafard student
information pursuant to the Gramm-Leach-Bliley Amt,GLBA, a federal law designed to protect constgm@ersonal financial information held by finarcia
institutions and other entities that provide finahservices to consumers. The applicable GLBA I&tipns require an institution to, among other ¢isindevelop
and maintain a comprehensive, written informatiecusity program designed to protect against theitaized disclosure of personally identifiablesfirtial
information of students, parents or other individuaith whom such institution has a customer refahip. If an institution fails to comply with tlegplicable
GLBA requirements, it may be required to take octive actions, be subject to monitoring and ovdrisiy the Federal Trade Commission, or the FTC,kend
subject to fines or penalties imposed by the FT&@-grofit educational institutions are also subjecthe general deceptive practices jurisdictiothef FTC and
the Consumer Financial Protection Bureau (CFPBg FRC and CFPB are intensifying
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their regulatory scrutiny of our industry and rethivendors, sometimes in coordination with the Wpdtment of Education and state Attorneys General.
State Education Licensure and Regulation
California, lowa and Colorado

Our campuses are located in California, lowa, aolb@do. We do not have campuses in any othersstaghford University has designated its San Diego,
California facilities as its main campus for Tit\é purposes. The university submitted an Applicatior Approval to Operate an Accredited InstitutiorBPPE
on September 10, 2013. SeAgplication for Licensure by California BPPEbove for further discussion.

The University also has a campus located in lowgnférd University is registered as a postseconsdelnpol in the state of lowa by ICSAC. To maintaim
lowa registration, we must comply with applicatéguirements under lowa statutes and rules.

University of the Rockies' campus is located inaCatio. The University is authorized to operatel®y@olorado Commission on Higher Education. To
maintain our Colorado authorization, we must compith applicable requirements under Colorado séstaind rules.

The Higher Education Act requires Ashford Universihd the University of Rockies to be legally authed in the states in which they are physically
located in order to participate in Title IV prograntffective July 1, 2011, the Department regutetionposed new Title IV program requirements for an
institution to be considered legally authorizedabstate. Our failure to hold required authorizagionCalifornia, lowa, or Colorado could cause AsHf
University or University of the Rockies, as apptileg to lose their authorization to deliver eduzadil programs and to grant degrees and other diaeeand
lose their eligibility to participate in Title IVrpgrams. See “Department Regulation of Title IVd?eons-State authorization” above.

Request for information from Ashford University bpwa College Student Aid Commissic

On September 22, 2012, the lowa College StudentCdichmission requested that Ashford University pdevihe commission with certain information and
documentation related to, among other mattersjénéal of Ashford University's application for WAS(creditation, the university's compliance with@GL
criteria and policies, a teach-out plan in the ¢vieat Ashford University were to be unsuccessiwbtaining a WASC accreditation and sanctionetibg, and
information relating to admissions employees, nigicef financial aid, availability of books, crediilance authorizations, and academic and finasajgbort and
advisement services to students. The commissiarestgd that Ashford University provide the reque:étéormation by November 12, 2012 and make an in-
person presentation during the commission's meetinigovember 16, 2012. Ashford University madeghesentation and has notified the commission of its
successful accreditation by WASC.

Additional state regulatior

Most state education agencies impose regulatonyinegents on educational institutions operatindnimitheir boundaries. Some states have soughstr
jurisdiction over ot-of-state educational institutions offering onlp®grams that have no physical location or othes@nce in the state but that have some
activity in the state, such as enrolling or offgreducational services to students who residearstiite, employing faculty who reside in the statadvertising tc
or recruiting prospective students in the stateaddition to California, lowa and Colorado, we haetermined that our activities in certain statsstitute a
presence requiring licensure or authorization utiderequirements of the state education agenthyse states, and in other states we have obtsiat
education agency approvals as we have determirebsary in connection with our marketing and reicrgiiactivities. We review state licensure requiesits
when appropriate to determine whether our actwitiethose states constitute a presence or otheeretgiire licensure or authorization. Because wellen
students from all 50 states and from the Distric€olumbia, we may have to seek licensure or aightion in additional states in the future. Stagulatory
requirements for online education vary among thtest are not well developed in many states, apecicise or unclear in some states and are subjetiainge.
Consequently, a state education agency could disagith our conclusion that we are not requireditain a license or authorization in the state andd
restrict one or more of our business activitiethim state, including the ability to recruit or dhstudents in that state or to continue providsegvices or
advertising in that state. If we fail to comply witate licensing or authorization requirementsafoy state, we may be subject to the loss of Staesure or
authorization by that state, or be subject to oslagictions, including restrictions on our actigtie that state, fines and penalties. The lossigfraquired license
or authorization in states other than Californtayd and Colorado could prohibit us from recruitprgspective students or from offering servicesurent
students in those states. Effective July 1, 201d Department regulations imposed new Title IVestatthorization requirements for institutions thier
postsecondary education through distance eductatistudents in states in which it is not physicédlyated or in which it is otherwise subject
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to state jurisdiction as determined by the stale fEgulations have been the subject of a fedetat challenge and a subsequent announcement by the
Department regarding their enforcement. See “Dapant Regulation of Title IV Programs-State authaticm” above.

Consumer Financial Protection Bureau

The Dodd-Frank Wall Street Reform and Consumereetimn Act of 2010, or Dodérank, created the Consumer Financial Protectiae@uy or the CFPI
to implement various federal consumer financialdaand granted direct supervisory authority toGR€B over, among others, providers of private etioica
loans as that term is defined in the Truth in Lagdict. Dodd-Frank also expands existing prohibgi@against unfair or deceptive practices in theeFadlrade
Commission Act to prohibit abusive practices. Astifoniversity and University of the Rockies offestitutional loans that may be deemed private eibrca
loans as defined in the Truth in Lending Act. Asisatepository institution private educational loanders, Ashford University and University of the Riakmay
be deemed covered persons under the Dodd-Frankniicsubject to the CFPB's supervisory authorityckwmcludes the authority to require reports and
compliance examinations.

The Iran Threat Reduction and Syria Human Rights Ac¢ of 2012

In 2013, Endurance International Group (“EIG”) é@&htander Asset Management Investment Holdingstéin{“SAMIH"), engaged in certain activities
that are subject to disclosure pursuant to Se@idhof the Iran Threat Reduction and Syria HumaghRi Act of 2012 and Section 13(r) of the ExchaAgeand
which are disclosed in Exhibit 99.1 to this anmegort. Affiliates of Warburg Pincus, LLC: (i) befiwally own more than 10% of our outstanding conmstock
and are members of our board of directors andbéiieficially own more than 10% of the equity ing#seof, and have the right to designate membetfseaboard
of directors of, EIG and SAMIH. We will be requiréal separately file, concurrently with this anntegort, a notice that such activities have beedalgd in
this annual report, which notice must also contiaéinformation required by Section 13(r) of theckange Act.

Department of Justice

On October 10, 2012, we received a letter fromite Department of Justice, Civil Division, Commiatd.itigation Branch, or the Justice Department,
informing us that the Justice Department was ingathg the compensation of our admissions perdoim&lovember 2012, we met with the Justice Departt
in connection with their investigation. In DecemB6i2 and January 2013, we were notified that tiséick Department had declined to intervene insearate
qui tamcomplaints filed by private relators under the FatiEalse Claims Act and unsealed on December@g and January 2, 2013. For more information
regarding claims and lawsuits, see the risk faettitled “We face litigation and legal proceedings that cduive a material adverse effect on enroliments,
financial condition, cash flows and results of cgt@ns” in Part |, Iltem 1A of this report and “Legal Pesglings” in Part |, Item 3 of this report.
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Item 1A. Risk Factors.

Investing in our common stock involves risk. Befoeking an investment in our common stock, youldraawefully consider the following risks, as wad
the other information contained in this report, linting our annual consolidated financial statemeantsl Part Il, Item 7, Management's Discussion and Anal
of Financial Condition and Results of Operation¥lie risks described below are those which we bebeg the material risks we face. Any of the ridscribec
below could significantly and adversely affect business, prospects, financial condition, cash$lawd results of operations. As a result, the tgdirice of
our common stock could decline and you could l@seqr all of your investment. Additional risks andcertainties not presently known to us or noidveld by
us to be material could also impact us.

Risks Related to the Extensive Regulation of Our Bainess

If our institutions fail to comply with applicableegulatory requirements, they could face monetaiahiilities or penalties, operational restrictionsr loss of
access to Title IV programs from which we derive shof our revenue.

In the years ended December 31, 2013, 2012 antl 2&hford University derived 85.6% , 86.4% and886., respectively, and University of the Rockies
derived 87.6% , 87.3% and 85.0% , respectivelyheif revenues (in each case calculated in accoedaith applicable regulations of the U.S. Departtre#
Education, which we refer to as the Departmenthffederal student aid programs administered byDggartment, which programs we refer to as Title IV
programs. If our institutions were to lose eligifyito participate in Title IV programs or werehave such participation substantially curtailedpéments,
revenues, financial condition, cash flows and rtssoff operations would be materially and adverséfigcted.

To participate in Title IV programs, an institutiorust be (1) legally authorized to operate in tlaesin which it is physically located, (2) acctediby an
accrediting agency recognized by the Departmeatratiable indicator of educational quality, anjl ¢8rtified as an eligible institution by the Defpaent. As a
result, we are subject to extensive regulationthieseducation agencies, our institutions' acdregagencies and the Department. These regulatggirements
cover many aspects of our operations; they aldaaesur ability to acquire or open new schootsatid new or expand existing educational programshange
our corporate structure or ownership, and to makersubstantive changes. If one of our institudiails to comply with these regulatory requirensetite
Department could impose sanctions on that institytincluding (depending on the nature of the namgl@ance):

e transferring an institution from the advance moetor the heightened cash monitoring level onéotkbf Title IV payment, which permit the
institution to receive Title IV funds before or @amrently with disbursing them to students, totlegghtened cash monitoring level two method of
payment or to the reimbursement method of paynmvénith delay an institution's receipt of Title IVrds until student eligibility has been verified,;

e imposing monetary liability against the institut in an amount equal to any funds determinedai@tbeen improperly disbursed or improperly not to
have been returned upon student withdrawal;

» requiring the institution to post a letter of citeidifavor of the Department as a condition for timned Title 1V eligibility;
e initiating proceedings to impose a fine or to linsitispend or terminate the institution's partiégrain Title IV programs
« referring a matter for possible civil or criminavestigatior

» failing to grant the institution's applicatioorfrenewal of its certification to participate iitl& IV programs or imposing conditions on its jeEpation
in Title IV programs; or

» taking emergency action to suspend the institugipatticipation in Title IV programs without prinptice or a prior opportunity for a heari

Given that state education agencies, the Departamghour institutions' accrediting agencies, therAditing Commission for Senior Colleges and
Universities of the Western Association of Schaoid Colleges, or WASC, and the Higher Learning Céssion of the North Central Association of Colleges
and Schools, or HLC, periodically revise their regments and modify their interpretations of exigtrequirements, we cannot predict with certairdw fall of
these regulatory requirements will be applied oetlier we will be able to comply with all of the ugments. In the following paragraphs, we havedesd
some of the most significant risks related to dailitg and that of our institutions to comply withgulations issued by state education agencie®¢partment,
WASC and HLC.
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The Department's Office of Inspector General condad a compliance audit of Ashford University andiged a final audit report that contains findings of
noncompliance and recommendations for certain adusimative remedies.

On January 21, 2011, Ashford University receivdithal audit report from the Department's Officellm$pector General, or the OIG, regarding the
compliance audit commenced in May 2008 and covehageriod July 1, 2006 through June 30, 2007 .4ttt covered Ashford University's administratafn
Title IV program funds, including compliance witbgulations governing institutional and studentibligy, awards and disbursements of Title IV pragr funds
verification of awards and returns of unearned fuddring that period, and its compensation of fai@raid and recruiting personnel during the pehtal 10,
2005 through June 30, 2009.

The final audit report contained audit findingseich case for the period July 1, 2006 through 30n2007 (award year 2006-2007), and related
recommendations to the Department's Office of Fdg&tudent Aid, or the FSA. For more informatiogaeding the OIG's final audit report and the firgtirand
recommendations contained therein, see “Reguld@epartment Regulation of Title IV Programs-Comptiameviews, audits and reporis”Part I, Item 1 of thi
report.

Ashford University expects that the FSA will cormidhe findings and recommendations in the finglitaieport and engage in a dialog with the univgrsi
prior to determining what, if any, action to take June 2011, in connection with Findings 2 anth8,FSA requested that Ashford University conduehdew of
the return to Title IV calculations for all Titl&Irecipients who withdrew from distance educatioogsams during the 2006-2007 award year. Ashford
cooperated with the FSA's request and suppliedrimdtion within the time frame required. If the F8#&re to determine to assess a monetary liability or
commence an action to limit, suspend or termirtaeuniversity's participation in Title IV progranshford University would have an opportunity tatest the
assessment or proposed action through a seriesrohsstrative proceedings, with the right to seekiew of any final administrative action in the éedl courts.
Although we believe Ashford University operatesiubstantial compliance with Department regulatitvas are applicable to the areas under review,anaat
predict the ultimate extent of the potential liétibr remedial actions, if any, that might redudtm the recommendations by the OIG in the finaliaceport.
Such findings and related remedial action couldehmmaterial adverse effect on our reputationéndustry, our financial condition, cash flows aedults of
operations, the ability to recruit students andtmusiness.

Our institutions' failure to maintain accreditationwould denigrate the value of our institutions’ edational programs and result in a loss of eligikiyfito
participate in Title IV programs

An institution must be accredited by an accreditiggncy recognized by the Department to particippalétle IV programs. Ashford University is
accredited by WASC and University of the Rockieadsredited by HLC. Each of WASC and HLC is recagdiby the Department as a reliable authority
regarding the quality of education and trainingvided by the institutions it accredits. To remateradited, our institutions must continuously mesetreditation
standards relating to, among other things, perfam@agovernance, institutional integrity, educadiaguality, faculty, administrative capability, cesces and
financial stability. If either of our institutiorfails to satisfy any of the standards of their exdjwe accrediting agencies, it could lose its editation.

As part of a continuing monitoring process relatioyVASC's grant of initial accreditation to Ashdiddniversity, the university will host WASC in aespa
visit in spring 2015. University of the Rockies Wibst HLC for a comprehensive visit in Septemb@t£

On July 24, 2012, HLC notified University of the ¢kaes that it had been identified for further ingubased on certain non-financial data the institut
provided in its 2012 Institutional Annual Reporndiér HLC's Institutional Update process, all aciteetdand candidate institutions are required tovigle certair
financial and non-financial data to the commissonually; the commission then screens the non-fiehdata for seven indicator conditions and retpians
institutional report from institutions that meetteén of these conditions. The purpose of the stngeprocess is to identify institutions that magydi risk of not
meeting certain of HLC's Criteria for AccreditatidhlL.C has requested that University of the Rockies/ide a report to the commission demonstratirg th
institution's ability to continue meeting the C&@emponents in light of the conditions at the ingidn that led to the indicators being identifidthis report was
provided on August 29, 2012. HLC notified Univeysiff the Rockies in 2013 that its staff acceptsitis@itutions' explanatory report and no furthetiactis
needed at this time.

Loss of accreditation would denigrate the valuewfinstitutions' educational programs and wouldiseathem to lose their eligibility to participateTitle
IV programs, which would have a material adver$ectfon enrollment, revenues, financial conditicash flows and results of operations.
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In connection with its transition to WASC accrediian, Ashford University has submitted an applicati to the California Bureau for Private Postseconge
Education. Denial or undue delay of the applicatiaould have a material adverse effect on enrollmgrititle 1V eligibility, revenues, financial condiin,
cash flows and results of operations. Approval bétapplication will entail a greater reporting bush on the university and could result in increased
regulatory or political scrutiny of the university.

To be eligible to participate in Title IV prograngs) institution must be legally authorized to offsreducational programs by the states in whié it
physically located. Effective July 1, 2011, the Bament established new requirements to deterrhim institution is considered to be legally authed by a
state. See “Regulation - State Authorization” imtPatem 1 of this report. In connection with ttansition to WASC accreditation, Ashford Univéydias
designated its San Diego, California facilitiestagnain campus for Title IV purposes. WASC-acdredlinstitutions operating in California are najueed to
obtain approval from the State of California, Deépamt of Consumer Affairs, Bureau for Private Pestsdary Education, or BPPE, in order to operathen
state. Under the Department’s state authorizatitm an institution must be approved or licensea dasis other than accreditation in instanceshiiciwit is not
established by name as an educational institutjom tate through a charter, statute, constitutipravision, or other action issued by an apprdprigate agenc
or entity. On May 21, 2013, the Department publisaenotice stating that it would provide an extensif the effective date of the state authorizatida until
July 1, 2014 to qualifying institutions that obtdiom a state an explanation of how the extensfdime would permit the state to comply with thgué&tions.
The California Department of Consumer Affairs hesied a letter explaining the need for an extensiggmuncertain how the Department will interptie¢ state
authorization rule or the applicability of the ex¢én of time. The university submitted an Applioatfor Approval to Operate an Accredited Instibutito BPPE
on September 10, 2013. If the university’s licegsapplication were denied or subject to undue delalier event could have a material adverse effect
enrollments, revenues, financial condition, cast§ and results of operations.

If the application is granted, the university with longer be exempt from certain laws and reguiatipplicable to private, post-secondary educdtiona
institutions. These laws and regulations entailaierCalifornia reporting requirements, includingt mot limited to, graduation, employment and Igieg data,
certain changes of ownership and control, faculiy programs, and student refund policies, as vedthe triggering of other state and federal studemiloymen
data reporting and disclosure requirements. Théiaddl reporting and disclosure could result intengl additional costs to comply with regulatoeguirement
and increased regulatory or political scrutinylef tiniversity.

As a result of changes that have been made, or l@yequired by the accreditors of our institutiorto our operational relationships with our institudns and
to their operations and business models, our higtat financial and business results may not neceslyabe representative of future results.

In connection with the transition of Ashford Unisiy to WASC accreditation and our efforts to stawe our operations to meet evolving regulatoryestations
our institutions have made operational changedamthed various new business initiatives, andtiaidil changes may be required. These changes and
initiatives included hiring new leadership, implemtiag smaller class sizes, requiring minimum agele for students, implementing the Ashford Pronfeée
initiative that allows students a full refund fdk aition and fees through the third week of adgtot's first class), hiring additional full-timecfaty, and
implementing new program review models. Many ofthinitiatives result in higher expense to the pizgtion, primarily in the areas of instructionabkts and
services. In addition, we have made changes il@anizational structure and operational relatigrskvith our academic institutions to ensure tlemdemic
independence and satisfaction of accreditatedated requirements. Some of these changes aratiirgs have contributed to declines in new sta@amollments
Accordingly, our historical results and trends Juting enroliments, admissions advisory and mankegixpenses and instructional costs and servicag ot be
indicative of our future results and there can bassurance that changes to our operational nesddip with our institutions or other changes weehmade, or
may make in the future, will not have an adversedaot on regulatory compliance, satisfaction of editation-related standards, or our financial ctadj cash
flows and results of operations.

The Department of Education is conducting a programeview of University of the Rockies, which may wéisn the repayment of Title IV funds and may lead
to fines, penalties, or other sanctions, and damdgehe institution's reputation in the industry.

The Department periodically reviews institutionstiggpating in Title IV programs for compliance Wwitipplicable standards and regulations. On July 25,
2012, the Department notified University of the Res that it had scheduled an on-site program veviéiis review occurred from August 20, 2012 thrioug
August 24, 2012. The review is to assess the utitit's administration of Title IV programs andtially covers the 2010-2011 and 2011-2012 awardsydait
may be expanded if deemed appropriate by the Drapatt The Department has begun this review andessity of the Rockies was provided with the
Department's initial Program Review Report andreaponded. Following consideration of the respotteeFSA will
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issue a Final Program Review Determination (“FPRIBtfer. If the FPRD were to include significantdings of noneompliance, University of the Rockies co
be required, subject to administrative review pdoges, to pay a fine, return Title IV funds pre\styureceived, or be subjected to other administeaganctions.
While we cannot currently predict the final outcoofehe Department review, any such final adveirséifig could damage the institution's reputatiothia
industry and negatively impact enrollment, reventieancial condition, cash flows and results oéions.

Additional regulations or regulatory scrutiny restihg from negotiated rulemaking by the DepartmerftBducation could result in increased compliant
costs, fines, sanctions or lawsuits, which couldveaa material adverse effect on enroliments, revesufinancial condition, cash flows and results of
operations.

The Department held public hearings in May and R0%8 inviting the submission of topics for consat®on in a series of rulemaking efforts to achiave
longterm agenda in higher education focused on acaéfssgability, academic quality and completion. BRetchearings have focused on topics includingnbot
limited to, cash management of Title IV programdsnstate authorization for programs offering dis&aor correspondence education, gainful employment
credit and clock hour conversions, changes matieetGlery Actby theViolence Against Women Act of 2QE3L. 113-4), and the definition of “adverse crédit
for PLUS borrowers.

In June 2013, the Department announced its intemti@stablish a negotiated rulemaking committgarépare proposed regulations that would establish
standards for programs that prepare students fofuj@mployment in a recognized occupation. Theouottee met for three sessions between September an
December 2013, but did not reach consensus orotiterst of the proposed regulations. On March 1442¢he Department published proposed regulations f
public comment. See “Regulation - Gainful Employtien

In January 2014, the Department held the firshofe negotiated rulemaking sessions to implementhianges to the Clery Act required by the enadtmen
of the Violence Against Women Act, or VAWA. Two ethsessions are scheduled for February 2014 andhvigpril 2014. While the final regulations will
likely not be implemented prior to July 1, 2015 fhepartment notified institutions in an ElectroAiztnouncement in May 2013 that until the regulatigo into
effect, it expects institutions to make a goodrfaitfort to comply with the statutory requirememmong other things, VAWA requires institutionsdompile
statistics for certain crimes reported to campuesisy authorities or local police agencies. Unther statute, an institution must include the neguied
information in its Annual Security Report issuedlater than October 1, 2014.

In February 2014, the Department held the firdhoée negotiation sessions related to various megrpm integrity initiatives, including the poteati
reintroduction of the Distance Education Rule (3B.R. § 600.9(c)) that was vacated by a federaitéol2011. The February sessions produced no suotiee
outcomes, but sessions in March 2014 plan to addhesDepartment’s draft of a proposed regulatiodistance education that could materially impagt o
business.

Additional topics to be considered at March andillg@ssions are expected to include, but may ndintited to, the following: cash management of §itl
IV funds, including the use of debit cards andhhadling of Title IV credit balances; state authation for foreign locations; clock to credit haanversion; th
definition of “adverse credit” for borrowers in thederal Direct PLUS Loan Program; and the apptinadf the repeat coursework provisions to gradaatt
undergraduate programs.

We cannot predict the scope and content of thelaggns that may emerge from these or other ruléngaéictivities that the Department initiates.
Compliance with additional regulations, or with nifahtions to existing regulations, and/or regutgtecrutiny that results in the Company's institofi being
allegedly out of compliance with these regulatiarmyld result in direct and indirect costs of coiapte, fines, liabilities, sanctions or lawsuitdiieh could have
a material adverse effect on enrollments, reverfues)cial condition, cash flows and results of igtiens.

Action by the U.S. Congress to revise the laws gowey Title IV programs or to reduce funding for thse programs could negatively impact our busine

The U.S. Congress must periodically reauthorizeHigier Education Act and annually determine thedfng level for each Title IV program. In 2008, the
Higher Education Act was reauthorized through Seper 2014. The U.S. Congress may propose and @as#ons to the Higher Education Act between
reauthorizations, by using other legislative vedgctuch as budget bills and appropriations bitke T.S. Congress also determines the funding léeelEitle 1V
programs annually through the budget and appropnisiprocess.

Any action by the U.S. Congress that significanégiuces Title IV program funding or the eligibility our institutions or students to participateTitie IV
programs could have a material adverse effect allerents, revenues, financial condition, cash 8amd results of operations. Congressional actoidcalso
require us to modify our practices in ways thatldou
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increase our administrative costs and reduce afit pnargin, which could have a material adverdeatfon enroliments, revenues, financial conditimash
flows and results of operations.

For example, as the federal Pell Grant progranmésaf the largest non-defense discretionary spengliograms in the federal budget, it is a potensiaiet
for reduction as the U.S. Congress addresses wegented budget deficits. Under the Pell Grant gnogithe Department of Education makes grants to
undergraduate students who demonstrate finanaéal.r@n December 23, 2011, the “Consolidated Apjatipns Act, 2012,’among other provisions, eliminal
federal student aid eligibility, with some excepsofor ability-to-benefit students who first edmoh or after July 1, 2013. The same law limitedl Beant
eligibility to 18 semesters or equivalent, a praisthat went into effect for all students begirmimith the 2012-2013 award year.

Subsidized Stafford loans are also a potentiaktsigr reduction. Subsidized Stafford loans aresfally guaranteed loans based on financial neeelrdst
does not accrue on subsidized Stafford loans vehdieident is in school at least half time, or dyany future grace or deferment periods; the fédgreernment
pays the interest on such loans during these tilh@sever, under the “Budget Control Act of 2011l]"subsidized Stafford loans were eliminated faadyrate
and professional students, who are now only ekgibt unsubsidized Stafford loans. Further, with émactment of the “Consolidated Appropriations, R6.2,”
the payment of the interest subsidy to studentsiver subsidized Stafford loans during the six-thagrace period by the federal government was aked
from July 1, 2012 through June 30, 2014. In addijtighen the law, “Moving Ahead for Progress in #i¢'Century Act,”was enacted to extend the 3.4% inte
rate for subsidized Stafford loans for loans fitisbursed on or after July 1, 2012 through June€303, another limitation on subsidized Stafforane was
established. For new borrowers on or after JuBO1L3, borrowers will no longer be eligible for sigised Stafford loans when the borrower reachespEs@ent
of the published length of the borrower’s progratereover, if the borrower continues enrolling ir throgram beyond the 150 percent point of the samae
different program, or a shorter program, the boeowill be responsible for any interest that acerae his or her subsidized Stafford loans.

If in the future, funding is reduced for the Pelie@t program (such as a reduction in the maximumréwamount), if fewer students or programs are eek
eligible for the Pell Grant Program or if loan irgst subsidies are eliminated for Stafford loang. (eligibility for such loans has been eliminafedgraduate
students effective July 1, 2012), our institutiomght become less affordable for certain studentsiainstitutions, which could negatively impaarellments,
revenue, financial condition, cash flows and resaftoperations.

Additionally, there has been increased focus byesonihe U.S. Congress on the role that for-pediticational institutions play in higher education.
particular, the Health, Education, Labor and Parsidommittee of the U.S. Senate, referred to ablEieP Committee, held a series of hearings reggrthia
for-profit education sector and Title IV progranrg;luding a March 2011 hearing specifically abositamd Ashford University entitled “Bridgepoint E@dion,
Inc.: A Case Study in For-Profit Education and Gigint.” The hearings, and those of other Congressicommittees, have focused on various aspecttedbr-
profit education sector including student debtrugment practices, educational quality, studeritomes, the effectiveness of accrediting bodied,tha amount
of Title IV funding received by the for-profit edatton sector.

In connection with these hearings, members of Gesgjhave requested a broad range of detailed iafmmfrom various for-profit institutions, incluatj
Ashford University and University of the RockiesoM recently, on July 29, 2012, the majority stdfthe HELP Committee issued a report entitled “Paoofit
Higher Education: The Failure to Safeguard the Fddevestment and Ensure Student Succeghkith contains the majority staff's findings frohetcommittee'
two-year investigation of the fqrofit education sector. The report is criticakloé sector generally and of us and our institutepecifically, expressing conce
surrounding the amount of Title IV and other fediénads received, the amount of money spent on etaryg and recruiting, student retention and defaiés,
staffing levels, learning outcomes and accreditationong other items.

Certain members of Congress have proposed legisltiat could have an adverse impact on our intistits. For example, Senators Dick Durbin (D-IL),
Jack Reed (D-RI), Elizabeth Warren (D-MA), and BaebBoxer (D-CA) introduced the “Protect StudentrBavers Act,” which would assess penalties against
institutions if their cohort default rate exceeéspgkercent. A bill introduced by the late SenatarikrLautenberg (D-NJ) and Senator Tom Harkin (D-tAed
the “Student First Act,” would require Departmeh&aucation program reviews of institutions engagim “risky” behavior, such as serial forbearanod a
default rate manipulation, spending more than 20y of revenue on recruiting and marketing, aedvéhg more than 85 percent of revenue from feldera
student aid sources. Senator Kay Hagan (D-NC)duoized the “Protecting Financial Aid for Studentd diaxpayers Act,” which would prohibit institutioff®m
using revenues derived from federal educationas@asse funds for advertising, marketing, or reamgi While these bills will not likely pass durirtlgis session,
they may serve as a basis of discussion duringethigthorization of the Higher Education Act.
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We cannot predict what legislation, if any, will amate from the HELP Committee hearings, the reaizétion of the Higher Education Act, or other
Congressional deliberations, or what impact any degislation might have on the for-profit educat&ector and our business in particular. Congreabaction
could also require us to modify our practices irysvthat could increase our administrative costsraddce our profit margin, which could have a niater
adverse effect on enroliments, revenues, finaraiatlition, cash flows and results of operations.

If WASC or the Higher Learning Commission lose regwoition by the Department, our institutions could$e their ability to participate in Title IV progmas.

In order to participate in the Title IV programs, iastitution must be accredited by an accreditindy recognized by the Department. Both WASC and
HLC are recognized by the Department. If the Departt ceased to recognize WASC or HLC for any reaashford University and University of the Rockies,
respectively, would not be eligible to participat€Title IV programs unless the Department conttht@certify the eligibility of the institutions oarticipate in
the Title IV programs. The Department may contitmeertify an institution for a period not lateath18 months after the date such recognition ced$ed
ineligibility of our institutions to participate iitle IV programs would have a material adverdeafon enrollments, revenues, financial conditiash flows
and results of operations.

Our institutions could lose eligibility to particiate in Title IV programs or face other sanctionstliey derive more than 90% of their respective newes from
these programs.

Under the Higher Education Act, a proprietary itston loses eligibility to participate in Title Igrograms if the institution derives more than 96Riis
revenues (calculated in accordance with the Hifuercation Act) from Title IV programs for two comsgive fiscal years. This rule is commonly refertecs
the “90/10 rule.” Any institution that violates t/10 rule for two consecutive fiscal years becameligible to participate in Title IV programsrfat least two
fiscal years. In addition, an institution whoseerakceeds 90% for any single year will be placegronisional certification and may be subject tbest
enforcement measures. In the years ended Decerbp20B3 , 2012 and 2011, Ashford University deri8&d6% , 86.4% and 86.8% , respectively, and
University of the Rockies derived 87.6% , 87.3% 8Bd)% , respectively, of their respective reven(gatulated in accordance with applicable Depantme
regulations) from Title 1V funds.

Recent changes in federal law that increased IMtigrant and loan limits, and any additional incesin the future, may result in an increase in the
revenues we receive from Title IV programs, whiolild make it more difficult for our institutions satisfy the 90/10 rule.

Revenue derived from government tuition assistéocmilitary personnel, including veterans, is cidiesed not to be federal student aid for purpo$eiseo
90/10 rule calculation, and accordingly helps mstitutions satisfy the 90/10 rule. As of Decem®&r2013 , approximately 23.6% of our institutiostsidents
were affiliated with the military, some of whom algible to receive tuition assistance from theerament which they may use to pursue postsecondary
degrees. If there were a reduction in funding imegoment tuition assistance for military personmajuding veterans, if revenue derived from suahding wert
otherwise to decrease significantly, or if thergevehanges in the treatment of such funding foppses of the 90/10 rule calculation, it could lgmiicantly
more difficult for our institutions to satisfy tH®/10 rule, which could result in our institutidiesing eligibility to participate in Title IV progms.

Congress also could propose and adopt legislat@natmends the 90/10 rule in ways that make it rdifieult for our institutions to satisfy the 9@Xule.
For example, in late 2011, the “Ensuring QualityEation for Veterans Act,” was introduced, whicbhpuses to treat government tuition assistance ficiany
personnel, including veterans, as federal studdrfba purposes of calculations under the 90/1@.rGlimilarly, in January 2012, Sen. Richard Duiibinoduced
the “The Protecting Our Students and Taxpayers’ Adtich proposes to have a proprietary institutiose eligibility to participate in Title IV prograsnf the
institution derives more than 85% its revenuesc(dated in accordance with applicable Departmegulegions) from federal funds (including Title I\Yqgrams,
government tuition assistance for military personineluding veterans, and other sources of fedierads) for one fiscal year; the bill would alsokeat harder
for institutions to use institutional loans (i.ans they make themselves to students) to helfystte 90/10 rule. Most recently, on NovembeR®13, Senators
Dick Durbin and Tom Harkin re-introduced “The Prdteg Students and Taxpayers Act of 2013,” whiobpmses to have a farofit institution lose eligibility tc
participate in Title IV funds if the institution dees more than 85% of its revenues from fedenatiy including Title IV programs, revenue from @GEBIll and
Department of Defense Tuition Assistance fundenk or more of these or similar bills were to baaed and signed into law, it could be significamtiore
difficult for our institutions to satisfy the 90/1Qle (or, potentially, 85/15 rule), which couldstgt in our institutions losing eligibility to paetpate in Title IV
programs.
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Our institutions could lose eligibility to particiate in Title IV programs or face other sanctionstliey pay incentive compensation to persons or tgi
involved in certain recruiting, admissions or finamal aid awarding activities.

The Higher Education Act prohibits an institutionrh making any commission, bonus or other incentisgment based directly or indirectly on securing
enrollments or financial aid to any persons ortagiinvolved in student recruiting or admissionswaties, or in making decisions about the awafrdtadent
financial assistance. For more information, seegtRation-Department Regulation of Title IV Prograinsentive compensation” in Part I, ltem 1 of tréport.
The criteria for compliance with the Departmentes prohibiting incentive compensation are noércla all circumstances, and the Department willnegiew
or approve compensation plans prior to their imgetation.

In Finding 1 of the OIG's final audit report reldt® its compliance audit of Ashford Universityet®IG asserted that Ashford University, during 2086-
2007 award year, designed a compensation plardfaissions counselors that provided incentive paymieased on success in securing enroliments anabdlid
establish that its plan and practices qualifiedcfntain regulatory safe harbors. To the extenfférshUniversity cannot establish that its salarjuatinents for
admissions counselors in the 200837 award year qualified for the regulatory safebbrs, the OIG recommended that the FSA take apipte action to impo:
a fine on the university or to limit, suspend amaate the institution's eligibility for Title [\programs. For more information regarding the OR®&al audit
report, see “Regulation-Department Regulation ¢&TV Programs-Compliance reviews, audits and regidn Part I, Item 1 of this report.

On October 10, 2012, we received a letter fromite Department of Justice, Civil Division, Commiatd.itigation Branch, or the Justice Department,
informing us that the Justice Department was ingatihg the compensation of our admissions perdoim®ecember 2012 and January 2013, we wereiedtif
that the Justice Department had declined to intere separatqui tamcomplaints unsealed on December 26, 2012 and Jaua013. Thejui tamcomplaints
allege, among other things, that our institutioimated the Federal False Claims Act by falselyifyéng to the Department that, Ashford Universityd
University of the Rockies, in the case of the tamunsealed in 2012, and Ashford University, in theecaf thequi tamunsealed in 2013, were in compliance
with various regulations regarding the paymennegntive compensation to enroliment personnel imeotion with the institutions' participation iudéent
financial aid programs. Thgui tamcomplaint unsealed in December 2012 was voluntdifipnissed on June 12, 2013. The tamcomplaint unsealed in Janu.
2013 is proceeding to discovery.

If one of our institutions were to be determinedhéwe violated the incentive compensation rulegitld be subject to monetary liabilities or to
administrative action to impose a fine or to linsisspend or terminate its eligibility to participan Title IV programs, which could have a mateadVerse effect
on enrollment, revenues, financial condition, céelvs and results of operations.

Changes in compensation practices for admissionsrgelors and other covered employees may negativepact our business and growth prospects.

Effective July 1, 2011, the Department eliminat@dsafe harbors which described compensation amaagis not violating the incentive compensation,
including the payment and adjustment of salariestamuses under certain conditions. For more indtion regarding the elimination of the safe harpseg
“Regulation-Department Regulation of Title IV Pragrs-Incentive compensation” in Part |, Item 1 @ tleport. Our institutions modified some of their
compensation practices as a result of the elinunatf the safe harbors. These changes have affestddnay continue to affect, the ability of oustitutions to
compensate admissions counselors and other cogerplibyees in a manner that appropriately refld®g telative merit, which in turn (1) has reducadd may
continue to reduce, employee effectiveness analoility to attract and retain staff with the deditalent and motivation to succeed and (2) has iregaand
may continue to impair, our ability to sustain amrdw our business, either of which could have aenigtadverse effect on enrollments, revenuesnfiizd
condition, cash flows and results of operations.

Our institutions may lose eligibility to participatin Title IV programs if too many students defawdh their loans.

For each federal fiscal year, the Department catesla rate of student defaults for each educafiostitution which is known as a “cohort defawdte.” An
institution may lose its eligibility to participate the Direct Loan and Pell programs if, for eatlthe three most recent federal fiscal years foictvinformation
is available, 25% or more of its students who bexanbject to a repayment obligation in that fedsahl year defaulted on such obligation by thd efthe
following federal fiscal year. In addition, an iitstion may lose its eligibility to participate the Direct Loan Program if its cohort default rakeeeds 40% in
the most recent federal fiscal year for which difeates have been calculated by the Departmeitifotd University's two-year cohort default ratesthee 2011,
2010 and 2009 federal fiscal years, were 10.1%2%Q and 15.3% , respectively. The two-year cotlefault rates for University of the Rockies foe th011,
2010 and 2009 federal fiscal years, were 4.8%%%0d 3.3% , respectively. An institution with doa default rate that equals or exceeds 25% inoaey
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of the three most recent fiscal years for whiclesdtave been issued by the Department may be phacpvisional certification by the Department.

The August 2008 reauthorization of the Higher EdiocaAct included significant revisions to the ré@ments concerning cohort default rates. Under the
revised law, the period for which students' defaah their loans are included in the calculatioaminstitution's cohort default rate was extengdne
additional year, which is expected to increasectifeort default rates for most institutions. Thaamte was effective with the calculation of instdns' cohort
default rates for the federal fiscal year endingt&amber 30, 2009. The Department will not imposesans based on rates calculated under this new
methodology until three consecutive years of ratage been calculated, which is expected to occ8epptember 2014. Until that time, the Departmetfit wi
continue to calculate rates under the old calautathethod and impose sanctions, if necessary, lmas#tbse rates. The revised law also increasethtbshold
for ending an institution's participation in théereant Title IV programs from 25% to 30%, effectifee final three-year cohort default rates publislom or after
the 2012 federal fiscal year. The revised law cleartge threshold for placement on provisional fteation to 30% for two of the three most recestféil years
for which the Department has published officiaktvyear cohort default rates. Ashford Universitiyiee-year cohort default rates for the 2010 ar@®Zederal
fiscal years, were 16.3% and 19.8% , respectivighg. three-year cohort default rates for Universityhe Rockies for the 2010 and 2009 federal figealrs,
were 8.0% and 3.3% , respectively.

Loss of eligibility to participate in Title IV pragms would have a material adverse effect on enegit, revenues, financial condition, cash flows eeslilts
of operations.

Our institutions may lose eligibility to participatin Title IV programs or face other sanctions ifi¢ Department or other federal agencies determiheyt have
misrepresented the nature of educational prograrfisancial charges or graduate employability.

The Higher Education Act prohibits an instituticarficipating in Title IV programs from engagingsaobstantial misrepresentation of the nature of its
educational programs, financial charges or gradesatgloyability. Under the Department's rules, asimpresentation” is any false, erroneous or mighead
statement an institution, one of its representafive any ineligible institution, organization, person with whom the institution has an agreemeptavide
educational programs, or marketing, advertising;uiing, or admissions services makes directlg gtudent or prospective student or any membéreopublic,
or to an accrediting agency, to a state agenciyeobepartment. The Department's rules define astanbial misrepresentation” as any misrepresemtatio
which the person to whom it was made could readgrimbexpected to rely, or has reasonably reledhat person's detriment. Considering the brodiditien
of “substantial misrepresentation,” it is possitiiat, despite our training efforts and complianagegpams, our institutions' employees or servicevigiers may
make statements that could be construed as sulastargrepresentations. For-profit educationalitogibns are also subject to the general deceptimetices
jurisdiction of the Federal Trade Commission, @ HTC and the Consumer Financial Protection BureaGFPB. The FTC and CFPB are intensifying t!
regulatory scrutiny of our industry and related ders, sometimes in coordination with the Departnaerd state Attorneys General. If the Departmergrdénes
that one of our institutions has engaged in sultisfanisrepresentation, the Department may attémpgvoke the institution's program participatigmeement if
the institution is provisionally certified, impoBmitations on the institution's participation intl€ IV programs if the institution is provisiongltertified, deny
applications from the institution for approval aw programs or locations or other matters, oratetproceedings to fine the institution or limiispend, or
terminate its eligibility to participate in Titl&/Iprograms. The loss of eligibility to participateTitle IV programs would have a material advesffect on
enrollment, revenues, financial condition, casiwfand results of operations.

The institution could also be exposed to increasstdof additional private actions under the fedl€ase Claims Act. Thqui tamcomplaint that was
unsealed on December 26, 2012 alleges, among thihgs, that Ashford University and University etRockies have failed to make required disclosures
readily available to students, have misled studasit® the true cost of attending the schoolsqttaity and reputation of their academic prograams] their job
placement rates. For more information regardingrdaand lawsuits, see the risk factor below emtitl§Ve face litigation and legal proceedings that coudde
a material adverse effect on enrollments, financ@idition, cash flows and results of operatidmasd “Legal Proceedings” in Part |, Item 3 of théeport.

Our institutions may lose eligibility to participatin Title IV programs or face other sanctions ii¢y fail to correctly calculate and return Title I\{grogram
funds timely for students who withdraw before corafphg their educational program

An institution participating in Title IV programsust correctly calculate the amount of unearnec Til program funds that have been disbursed tcesitg
who withdraw from their educational programs befooenpletion and must return those unearned fundgiimely manner, generally within 45 days of tia¢ed
the school determines that the student has withdr&er more information, see “Regulation-DepartnfRegulation of Title IV Programs-Return of Title IV
funds for students who withdraw” in Part |, Itenoflthis report. Failure to make timely returns @ié'|V program funds for 5% or more of students
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sampled in the institution's annual compliance indgither of its two most recently completed éisgears can result in an institution having totgoketter of
credit in an amount equal to 25% of its prior yesturns of Title IV program funds. If unearned ferate not properly calculated and returned in alfirmanner,
an institution is also subject to monetary lialgbtor an action to impose a fine or to limit, sersgh or terminate its participation in Title IV pragns.

In Finding 3 of the OIG's final audit report pentiaig to its compliance audit of Ashford Universitiie OIG asserted that Ashford University, during t
2006-2007 award year, did not in all instancesrreTtitle 1V funds timely for students who withdrew went on a leave of absence from school. Accatyirthe
OIG recommended that the FSA (1) require Ashfordehsity to develop and implement certain remegalicies and procedures and (2) take appropriaterac
to impose a fine on the university or to limit, paad or terminate the institution's eligibility fditle IV programs. For more information about (B&G's final
audit report, see “Regulation-Department Regulatibmitle IV Programs-Compliance reviews, auditsl@aports” in Part |, Item 1 of this report.

Our institutions may lose eligibility to participatin Title IV programs or face other sanctions ifi¢y are not legally authorized to operate in thatsis in whict
they are physically located.

To be eligible to participate in Title IV prograngs) institution must be legally authorized to offsreducational programs by the states in whié it
physically located. For more information, see “Ragjan-State authorization” in Part I, Item 1 ofstheport. Although our institutions have a prockess
evaluating the compliance of their online educatlig@rograms with state requirements regarding déstand correspondence learning, and have expedere
material restrictions on their educational actéstio date as a result of such requirements, rgtsatory requirements for online education vanpag the
states, are not well developed in many statespgyeecise or unclear in some states and are suigjetiange. For more information, see “Regulatitates
Education Licensure and Regulation” in Part |, Itemof this report. Moreover, it is also unclear wier and to what extent state agencies may augonehtange
their regulations in this area as a result of nep&tment regulations and increased scrutiny. Aflyre to comply with state requirements, or any 1oe
modified regulations, could result in our inabilttyenroll students or receive Title IV funds ftudents in those states and could result in réisnis on growth
and enrollments.

Ashford University has a campus that is physicllbated in lowa. During the time period in whichhfard University was accredited by the Higher
Learning Commission, the lowa College Student Adrnission, or ICSAC, advised Ashford Universitytttige institution was exempt from a requirement to
register with the State of lowa to offer postse@madiegree programs in lowa by virtue of its acitegibn by the Higher Learning Commission. In aip#tion of
its transition to WASC accreditation, Ashford Unisity applied for registration with ICSAC. In Novéer 2011, ICSAC determined Ashford University mlet a
requirements to offer postsecondary educationwaland approved the institution's registrationowa for a four-year period ending November 2015wEler,
in light of the findings and recommendations camdiin the final audit report of the Departmentf8d® of Inspector General, or the OIG, ICSAC sthtieat it
would immediately reconsider the institution's sgition for possible revocation if the Departmeséd to limit, suspend or terminate the institotio
participation in Title IV programs. For more infoation about the OIG's final audit report, see “Ration-Department Regulation of Title IV Programs-
Compliance reviews, audits and reports” in Paltein 1 of this report.

University of the Rockies is located in the Stat€olorado and has Full Authorization by the Cotlird@ommission on Higher Education. Such
authorization may be lost or withdrawn if Univeysitf the Rockies fails to comply with requirementsier Colorado statutes and rules for continued
authorization.

Our institutions may be required to modify or elimate certain programs if they do not lead to gaihmployment in a recognized occupation, as detereai
by the Department.

Under the Higher Education Act, schools operated @rprofit basis are eligible to participate in Titl programs only to the extent that their educatic
programs lead to gainful employment in a recognzeclpation, with the limited exception of qualifiprograms leading to a bachelor's degree in lilzgts.

In June 2011, the Department published final reégna to establish minimal debt measures for deténg whether certain postsecondary educational
programs lead to gainful employment in recognizeclipations, and the conditions under which suchnaros are eligible for Title IV funding. The debt
measures established by these regulations consistew debt-to-earnings ratios, based on compasisif graduate earnings with annual loan payment$ an
annual loan repayment rate, based on the ratarcéderowers reduced the outstanding balances daioeTitle IV loans.

On June 30, 2012, the U.S. District Court for thstiirt of Columbia nullified most of the gainfulrployment regulations and returned the regulations
the Department for further action. On July 6, 2ah2, Department issued an electronic announcensknbaledging that the Court had vacated the debt
measures, that institutions would not be requicecboimply with related regulations regarding gairdiployment reporting requirements and adding nawfgl
employment
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educational programs, and that institutions wowddxjuired to comply with requirements to disclosgain information about gainful employment ediazl
programs.

In June 2013, the Department announced its intemti@stablish a negotiated rulemaking committgarépare new gainful employment regulations that
would replace those vacated by the Court. The Deeant held negotiating rulemaking sessions withctiamittee beginning in September 2013 and conetudi
in December 2013. Before each session, the Depattisributed draft regulatory language markedradt for discussion purposes.

The draft regulatory language distributed by th@&ement to the committee for discussion purposéeicember 2013 would require each educational
program covered by the rule to achieve threshdkkbrim three debt measure categories related am@aual debt to annual earnings ratio, an annudltdeb
discretionary income ratio, and a program cohofdulerate. The various formulas are calculatedenrmdmplex methodologies and definitions outlinethie
draft regulatory language and, in some cases,asedoon data that may not be readily accessibiestitutions. The draft language outlines variocsrarios
under which programs could lose Title 1V eligibjlifor failure to achieve threshold rates in onenmre measures over certain periods of time ranfgorg two to
four years. The draft language also would requirénatitution to provide warnings to students ingnams which may lose Title IV eligibility at thee of an
award year, limit its Title IV enrollment in thepeograms, and submit a letter of credit or seteafiidds to provide borrower relief to studentshia évent the
programs become ineligible. The draft regulatonglzage contains other provisions that, among dttegs, include disclosure, reporting and new pragr
approval requirements.

On March 14, 2014, the Department published praposgulations for comment by the public for a sidéy period. The proposed regulatory language
released by the Department to the public for contmenld cause each educational program coveretdyule to fail if their graduates’ student-loarbte
payments exceeded 12% of their incomes and 30¥eofdiscretionary incomes, the same ratios alerotiginal rule and the draft considered by negots in
the fall of 2013. Also unchanged from the 2013td@rograms whose graduates have debt-to-incotiasraf 8% to 12% or debt-to-discretionary-incoragas
of 20% to 30% would fall in a “zone”, and the imstion would have to warn students that they miggdome ineligible for aid. Programs that fail bdébt-to-
income tests twice in any three-year period oriratbe zone for four consecutive years would béigitge for federal student aid. Different from tHeaft 2013
rule and in response to tR@12 Court ruling, the Department now proposes @nognatic cohort default rates rather than loan-reyet rates as an additional
test. Programs whose borrower cohort default rtesed 30% for three consecutive years would Hegibke for federal student aid.

The various formulas are calculated under complethodologies and definitions outlined in the pragbeegulatory language and, in some cases, ard
on data that may not be readily accessible totirigins. The proposed language contains other gians that, among other things, include discloswgorting
and certification requirements. We cannot predietultimate content or effective date of any negufations that may emerge from this process optiential
impact of such regulations on us or our institusi@and have had minimal time to review and analljeeptoposed regulation. Any new regulations thdtice or
eliminate our studentsiccess to Title IV federal student aid, that regjus to change or eliminate certain programs, aritttrease our costs of compliance ct
have an adverse effect on our business.

The failure of our institutions to demonstrate fimecial responsibility may result in a loss of eligiity to participate in Title IV programs or requig the posting
of a letter of credit in order to maintain eligibtly to participate in Title IV programs.

To participate in Title IV programs, an eligiblestitution must, among other things, satisfy spegifeasures of financial responsibility prescribgdhe
Department or post a letter of credit in favortod Department and possibly accept other conditiotise institution's participation in Title IV progms. For mor
information regarding the Department's financiap@nsibility requirements, see “Regulation-DeparthiRegulation of Title IV Programs-Financial
responsibility”in Part I, Item 1 of this report. If our institutis are found not to have satisfied the Departmén#scial responsibility requirements, they cobb
limited in their access to, or lose, Title IV pragr funding, which could have a material adversect®n enroliment, revenues, financial conditiastcflows
and results of operations.

The failure of our institutions to demonstrate admistrative capability may result in a loss of eliiity to participate in Title IV programs.

Department regulations specify extensive criteyiavhich an institution must establish that it Has tequisite administrative capability to parti¢gm Title
IV programs. For more information regarding the Bment's administrative capability standards,“Begulation-Department Regulation of Title IV Pragrs-
Administrative capability” in Part I, Item 1 of threport. If we are found not to have satisfiedDepartment's administrative capability requirersente could
be limited in our access to, or lose, Title IV pram funding, which could have a material advergéecébn enrollment, revenues, financial conditioash flows
and results of operations.
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Our institutions must periodically seek recertifian to participate in Title IV programs and maynicertain circumstances, be subject to review bg th
Department prior to seeking recertificatiol

An institution must periodically seek recertificatifrom the Department to continue to participat&itle IV programs and may, in certain circumsis)c
be subject to review by the Department prior tksegrecertification. The current certification foniversity of the Rockies is scheduled to expimeJane 30,
2016. Ashford University is provisionally certifiethtil September 30, 2016. The Department typigalliices an institution on provisional certificatimiiowing
a change in ownership resulting in a change ofroband also may provisionally certify an institutifor other reasons including but not limited adure to
comply with certain standards of administrativeatafity or financial responsibility. During the tenwhen an institution is provisionally certifietmay be
subject to adverse action with fewer due proceg¥sithan those afforded to other institutions iemrt apply for and receive approval from the Departt for
expansion or of any substantial change. Substaftaige includes, but is not limited to, the esshibhent of an additional location, an increasénalevel of
academic offerings, or the addition of any nondegneshort-term training programs.

The Department may also review our institutionsittwed certification to participate in Title IV ggrams if we undergo a change of control. In addijti
the Department may take emergency action to suspeiinstitution's certification without advanceinetif it determines the institution is violatingtlé IV
requirements and determines that immediate aclioedessary to prevent misuse of Title IV fundghéf Department did not renew or if it withdrew our
institutions' certifications to participate in EtlV programs, their students would no longer He &breceive Title IV funds, which would have atevéal advers:
effect on enrollment, revenues, financial conditicash flows and results of operations.

Governmental proceedings or other claims and lawsiasserting regulatory noncompliance could resintmonetary liabilities or penalties, injunctiongr
loss of Title IV programs for students at our ingitions.

Because we operate in a highly regulated industeyand our institutions are subject to compliareséews and claims of noncompliance and lawsuits by
government agencies, regulatory agencies and phiriks, including claims brought by third partiesbehalf of the federal government under the fdealse
Claims Act. If the results of these reviews or gedings are unfavorable to us or if we are unabtiefend successfully against such lawsuits ondaive may
be required to pay money damages or be subjentds,flimitations, loss of Title IV funding, injutions or other penalties. Even if we adequatelyresklissues
raised by an agency review or successfully defelagvauit or claim, we may have to divert signifitéinancial and management resources from our @ngoi
business operations to address issues raised g thviews or to defend against those lawsuitéaims. Claims and lawsuits brought against us neayabe ot
reputation or adversely affect our stock price,refasuch claims and lawsuits are eventually deteechto be without merit.

As discussed in the risk factors above entitl€uft institutions could lose eligibility to participe in Title IV programs or face other sanctionthiy pay
incentive compensation to persons or entities wealin certain recruiting, admissions or financédl awarding activities and “ Our institutions may lose
eligibility to participate in Title IV programs dace other sanctions if the Department determiheg have substantially misrepresented the natusslo€atione
programs, financial charges or graduate employap,” we have been named in twai tamcomplaints that allege we and our institutions atetl the Federal
False Claims Act. Defending a federal False Clakwislawsuit can be costly and divert managememtis tind attention from our business, regardlesghefthel
the claim has merit. The adverse resolution of sulgwsuit could lead to monetary liability, inclnd treble damages and attorneys' fees, and adinetiens,
which could have a material adverse effect on asiriess, financial condition, cash flows and resoftoperations.

For more information regarding the incentive congadion rule, see “Regulation-Department Regulatiofitle IV Programs-Incentive compensation” in
Part I, Item 1 of this report. For more informati@garding claims and lawsuits, see the risk faogdow entitled “We face litigation and legal proceedings that
could have a material adverse effect on enrolimeirtancial condition, cash flows and results obogtions” and “Legal Proceedings” in Part |, Item 3 of this
report.

If we fail to maintain adequate systems and proas$o detect and prevent fraudulent activity in dant enrollment and financial aid, our business dalbe
adversely impacted.

We are susceptible to an increased risk of frauduwetivity by outside parties with respect to gidenrollment and student financial aid progravids.
cannot be certain that our systems and procesdesways be adequate in the face of increasingphssticated and ever-changing fraud schemes. dtenpal
for outside parties to perpetrate fraud in conmectiith the award and disbursement of Title IV peog funds, including as a result of identity thefgy be
heightened due to our nature as an online educptmrnder. We must maintain systems and processieiehtify and prevent fraudulent applications for
enroliment and financial aid.

The Department's regulations require institutidra participate in Title IV programs to refer t@t®IG credible information indicating that any apaht,
employee, third-party servicer or agent of theiingon that acts in a capacity that
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involves administration of the Title IV programsshzeen engaged in any fraud or other illegal coniswolving Title IV programs. If the systems angpesses
that we have established to detect and preverd fieeiinadequate, the Department may find thatavead satisfy its “administrative capability” regeiments.
This could result in our being limited in our aceés, or our losing, Title IV program funding, whigvould adversely affect enroliment, revenues,rfaal
condition, cash flows and results of operationsaddition, our institutions' ability to participaite Title IV programs is conditioned on their maiimting
accreditation by an accrediting agency that isgated by the Secretary of Education. Any significiailure to adequately detect fraudulent activélated to
student enrollment and financial aid could causentho fail to meet their accrediting agencies'déads. Furthermore, under the Higher Education Act,
accrediting agencies that evaluate institutions @ffer distance learning programs, as our ingting do, must require such institutions to havegsses through
which the institution establishes that a studem végisters for a distance education program iséime student who participates in and receivestdoedhe
program. Failure to meet applicable accreditinghages' standards could result in the loss of ad@@eh at the discretion of such accrediting agesiovhich
could result in a loss of our institutions' elidiityi to participate in Title IV programs and advelsaffect our business, financial condition, cllelvs and results
of operations.

Our institutions cannot offer new programs, expartldeir physical operations into certain states orqadre additional schools if such actions are notaqoved
in a timely fashion by the applicable regulatory excies, and Title IV funds disbursed to studentsated in any such programs, states or acquired eols
may have to be repaid if prior approval is not obsted.

Our plans may include our institutions offering neducational programs, some of which may requigelegory approval. In addition, we or our institrts
may increase physical operations in additionakstat seek to acquire additional schools. If wewrinstitutions are unable to obtain the necesappyovals for
such new programs, operations or acquisitions flrDepartment, WASC, HLC or any applicable stalgcation agency or other accrediting agency, weir
our institutions are unable to obtain such appirak timely manner, the ability to consummatehsactions and provide Title IV funds to any affecstudents
would be impaired, which could have a material aslveffect on our plans. If we or our institutiamsre to determine erroneously that any such adidmot
need approval or have all required approvals, msfitutions could be liable for repayment of theeTlV program funds provided to students in thatguam or a
that location.

If regulators do not approve or if they delay theapproval of transactions involving a change of aool of our company, our ability to participate ifitle IV
programs may be impairet

If we or either of our institutions undergoes argdm of control under the standards of applicaldiestducation agencies, WASC, HLC or the Department
we must seek the approval of each such regulagegay. For more information, see “Regulation-Daparit Regulation of Title IV Programs-Change in
ownership resulting in a change of control” in Raftem 1 of this report. A failure by us or onfaur institutions to reestablish its state authation,
accreditation or Department certification, as aggie, following a change of control could resnlaisuspension or loss of operating authority erathility to
participate in Title IV programs, which would hazenaterial adverse effect on enrollments, reverfures)cial condition, cash flows and results of igtiens.

Our failure to comply with regulations of variousates could preclude us from recruiting or enrolijnstudents in those states or result in such studdreing
ineligible for Title IV financial aid.

Various states impose regulatory requirements ocaenal institutions operating within their boamigs. Several states have sought to assert jctitsuli
over online educational institutions that have hggical location or other presence in the statehmttoffer educational services to students wisaeesin the
state or that advertise to or recruit prospectiudents in the state. State regulatory requirenfentsnline education are inconsistent betweerestanhd are not
well developed in many jurisdictions. As such, thesguirements are subject to change and in sostenices are unclear or are left to the discretitate
employees or agents. Our changing business armbtistantly changing regulatory environment requgéo regularly evaluate our state regulatory ciengke
activities. If we are found not to be in compliaracel a state seeks to restrict one or more of sinbss activities within that state, we may noable to recruit
students from that state and may have to ceasaitiegror enrolling students in that state. Seedfation-Department Regulation of Title IV PrograBizte
authorization” in Part |, Item 1 of this report. Crailure to comply with these requirements in @nenore states could result in our inability toade Title IV
funds to students in those states.
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Our regulatory environment and our reputation maemegatively influenced by the actions of other gecondary institutions.

In recent years, Congressional, federal, stateaanckditing agency investigations and civil litigathave been commenced against several postsagonda
educational institutions. These investigations laméuits have alleged, among other things, deceptade practices and noncompliance with Department
regulations. These allegations have attracted adweedia coverage and have been the subject obfede state legislative hearings. Although theliae
regulatory and legislative focus has been primaniythe allegations made against these specifipaaias, broader allegations against the overatsposndary
sector may negatively impact public perceptionpastsecondary educational institutions, includirghfdrd University and University of the RockiescBu
allegations could result in increased scrutiny sgllation by the Department, Congress, accreditodjes, state legislatures or other governmenithicaities
on all postsecondary institutions, including ours.

Risks Related to Our Business

Our financial performance depends on our ability tontinue to develop awareness among, to recruitlda retain students; adverse publicity may negelw
impact demand for our institutions' programs.

Building awareness among potential students of dshtniversity and University of the Rockies and firograms they offer is critical to their abiltty
attract prospective students. It is also criticabtir success that these prospective student®averted to enrolled students in a cost-effectiamner and that
these enrolled students remain active in our itstihs' programs. Some of the factors that couddg@nt the successful recruiting and retentionwdestts in thei
programs include:

« the emergence of more and better compet

« factors related to our marketing efforts, inéhgithe costs of Internet advertising and brbaded branding campaig
» performance problems with our online syste

e our institutions' failure to maintain accreditatistate licensure and eligibility for Title IV progms

« student dissatisfaction with our institutions' seeg and progran

» adecrease in the perceived or actual econoemiefiis that students derive from our institutiggregrams or programs provided by private sector
postsecondary education companies generally;

» adverse publicity regarding us or online or privsgetor postsecondary education genel
« price reductions by competitors that we are unmglior unable to match; a

« adecline in the acceptance of online educaticedarcation provided by private sector postsecondduagation companie
We face litigation and legal proceedings that codidve a material adverse effect on enrollmentsdiirtial condition, cash flows and results of operatis.

We and our institutions are subject to lawsuiteestigations and claims covering a wide range dterma We are the subject of complaints alleging
violations of various laws, including but not limdt to federal securities laws, including a seasitlass action, the federal False Claims Act tatd s
employment laws, as well as investigations by siftt/neys general in California, lowa, New Yorldasiorth Carolina. Derivative shareholder complatmse
also been asserted on our behalf against certaiarafurrent and former officers and directorsgifig breaches of fiduciary duties, waste of corfmessets and
unjust enrichment. We could incur significant defercosts related to these or other matters arnideiavent of adverse outcomes, monetary lossestictions
on our business could result, any of which couldehe material adverse effect on enroliments, firdroondition, cash flows and results of operations

For more information regarding current materiablegroceedings involving us and our institutiomgluding investigations by state attorneys genieral
California, lowa, New York and North Carolina, séegal Proceedings” in Part I, Item 3 of this rejpor
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Our bad debt expense as a percentage of revenukgsrelative to our competitors. If we are unable remedy the underlying causes, our bad debt exgee
could increase, which could have a material adveestect on our financial condition, cash flows angsults of operations.

Our bad debt expense is high relative to our coitguetand has increased from 7.6% of revenueshfyear ended December 31, 2012 to 9fdfthe yeal
ended December 31, 2013. We believe our bad dglener is primarily driven by operational policigsiing of financial aid processing and collection
management. If we are unable to make appropriaeggs, or if our changes are not as effective tisifgated, our bad debt expense could increaseshwdould
have a material adverse effect on our financiab@am, cash flows and results of operations.

Our growth may place a strain on our resources.

We experienced significant growth from the timeoaf initial public offering through 2012. Such tuigtal growth, as well as any further growth that w
may experience, may place a significant strainunresources. Such growth increased demands omaagement information and reporting systems, data
analytics, and financial management controls. lfareunable to maintain appropriate internal cdsithwe may experience operating inefficiencies troatid
increase our costs. Additionally, if we and outingions fail to hire and retain appropriate levef personnel in critical areas, we could expegencreased
student complaints, delays in completing criticasiness projects, system down-time for both infesnd student-facing applications, and potentigutatory
noncompliance, any of which could materially andexdely affect our business and prospects.

A failure of our information systems to properlyate, process and report relevant data may reduce managemer’s effectiveness, interfere with our
regulatory compliance and increase our operatingpexses.

We are heavily dependent on the integrity of odaaaanagement systems. If these systems do netieéfiy collect, store, process and report relevkaia
for the operation of our business, whether duegjtopenent malfunction or constraints, software deficies, or human error, our ability to effectivelan,
forecast and execute our business plan and comifiyapplicable laws and regulations will be impdirperhaps materially. Any such impairment could
materially and adversely affect our financial cdiodi, cash flows and results of operations.

Our institutions rely on a third party vendor foiiiancial aid processing and are responsible for aegrors, delays or instances of regulatory nonconapice
which may be made by this vendor.

Our institutions have engaged Xerox Business SesyicLC, or XBS, formerly called Affiliated Comput8ervices, Inc., to provide call center and
transactional processing services for their orfin@ncial aid student populations, including seegicelated to disbursement eligibility review anteTV fund
returns. Although our institutions monitor the walbne by XBS for quality assurance and complianite lvepartment regulations, our institutions arémtely
responsible for any errors, delays or instancesgidlatory noncompliance which may be made by X&fe of which could potentially affect the eligityilof
our institutions to participate in Title IV programAdditionally, if XBS ceases to operate or is illimg or unable to work with our institutions, drthe
engagement with XBS is otherwise terminated, ostititions would be required either to handle ficiahaid processing services using their own resgsior to
engage another third party vendor, which transitionld be economically disadvantageous, preseistiaaction to management and applicable busineiss, un
and increase the risk of errors and regulatory apmiance during the transition period, any of vihaould negatively impact our business.

Our institutions rely on a third-party vendor to pride the online learning platform for students andlated support and hosting.

We have a license agreement with Pearson eColle@€;ollege, pursuant to which we agreed to licérma eCollege an online learning platform for
students at our institutions. The eCollege platf@ran online learning management system whichigesvfor the storage, management and delivery afseo
content. This platform also includes collaboragpaces for student communication and participatiim other students and faculty as well as grade an
attendance management for faculty and assessnyattiities to assist us in maintaining quality. @nstitutions rely on eCollege for administratiwgport and
hosting of the applicable systems. If eCollege esas operate or is or is unwilling or unable takwith our institutions, or if the license agreemwith
eCollege and related agreements were otherwise terlminated, the online learning platform for stoid at our institutions and related administrasivpport
and hosting could be interrupted or become unasailany of which could have a material and adveff&et on our business.

44




We are subject to laws and regulations as a resiilour collection and use of personal informatioand any violations of such laws or regulations, any
breach, theft or loss of such information, could eersely affect us.

Possession and use of personal information in perations subjects us to risks and costs that dwareh our business. We collect, use and retairelarg
amounts of personal information regarding our agapits, students, faculty, staff and their familié& also collect and maintain personal informatibout our
employees in the ordinary course of our business.s@rvices can be accessed globally through tieeniet. Therefore, we may be subject to the apicaf
national privacy laws in countries outside the EdiStates from which applicants and students aceesservices. Such privacy laws could impose davdi
that limit the way we market and provide our sezsicOur computer networks and the networks of iceofaour vendors that hold and manage confidential
information on our behalf may be vulnerable to uhatized access, employee theft or misuse, compiaiekers, computer viruses and other security threa
Confidential information may also inadvertently bee available to third parties when we integrattesys or migrate data to our servers following an
acquisition of a school or in connection with pdihardware or software upgrades. Due to the Seasiature of the personal information stored anservers,
our networks may be targeted by hackers seekiagdess this data. A user who circumvents secusgsures could misappropriate sensitive information
cause interruptions or malfunctions in our operaticAlthough we use security and business contindimit access and use of personal informatiothj@ party
may be able to circumvent those security and basigentrols, which could result in a breach of stu@r employee privacy. In addition, errors in sherage,
use or transmission of personal information coeklit in a breach of privacy for current or prospecstudents or employees. Possession and usssinal
information in our operations also subjects uetidlative and regulatory burdens that could regnatification of data breaches and could restrictuse of
personal information, and a violation of any lawsegulations relating to the collection or usgefsonal information could result in the impositafrfines
against us or lawsuits brought against us. Asaltrege may be required to expend significant resesito protect against the threat of these sgduwrdaches or
to alleviate problems caused by these breachesjérroreach, theft or loss of personal informatiegarding our institutions' students and their fasior our
employees that is held by us or our vendors, dolation of laws or regulations relating to the saroould have a material adverse effect on ourtagion, result
in lawsuits and could result in further regulatan oversight by federal and state authoritiesiatreased costs of compliance.

System disruptions and vulnerability from securitigks to our technology infrastructure could damagee reputation of our institutions and negativelgnpact
our business.

The performance and reliability of our technologjrastructure (including the software and relatesting and maintenance services for our onlineniegr
platform, student information system, and lead rgan@ent system) is critical to our reputation arelahility to attract and retain students. Any sysegror or
failure, or a sudden and significant increase indvadth usage, could result in the unavailabilifysgstems to us or our institutions' students sgghtively
impact our business and reputation. Our computevarks may also be vulnerable to unauthorized a;a@smputer hackers, computer viruses, denialrofce
attacks and other security problems. Although weinoally monitor the security of our technologyrastructure and take proactive measures to prevent
potential threats, we cannot assure you that teises will protect our computer networks agaialsthreats of security breaches, which could dasrtag
reputation of our institutions and negatively imipagr business and prospects.

Our expenses may cause us to incur operating losée& do not realize our expected revenues.

Our spending is based, in significant part, onestimates of future revenue and is largely fixethenshort term. As a result, we may be unableljasaou
spending in a timely manner if our revenue fallsrslof our expectations. Accordingly, any significghortfall in revenues in relation to our expéotss would
have an immediate and material adverse effect opmiditability. In addition, we anticipate increag operating expenses to expand program offermgss
marketing initiatives. Any such expansion couldsmmaterial losses to the extent we do not genadatitional revenues sufficient to cover those esps.

Strong competition in the postsecondary educatioarket, especially in the online education markegudd decrease our market share, increase our cds
recruiting students and put downward pressure onrduition rates.

Postsecondary education is highly competitive. Wapete with traditional public and private two- godr-year colleges as well as with other
postsecondary schools. Traditional colleges andeusities may offer programs similar to those afteby our institutions at lower tuition levels aseault of
government subsidies, government and foundationtgjréax-deductible contributions and other finahsburces not available to for-profit postsecopdar
institutions. In addition, our institutions facentmued scrutiny from their accreditors, and sorheuw competitors, including both traditional cgés and
universities, have substantially greater brandgaitmn and financial and other resources than axehwhich may enable them to compete more effelgtifor
potential students. We also expect to face incckesmpetition as a result of new
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entrants to the online education market, includiaditional colleges and universities that hadpretiously offered online education programs.

We may not be able to compete successfully ageinsent or future competitors and may face competjiressures that could adversely affect our
business. We may be required to reduce our tu@tidncrease marketing spending in order to retaito @ttract students or to pursue new market dppiies.
We may also face increased competition in maimaimind developing new marketing relationships wittporations, particularly as corporations beconoeem
selective as to which online universities they willcourage their employees to attend and from wihiel will hire prospective employees.

We may not be able to retain our key personnel @etand retain the personnel we need to sustain ardw our business.

Our success depends largely on the skills, effmtsmotivations of our executive officers, who getig have significant experience with our compamyl
within the education industry. Due to the naturewf business, we face significant competitionttraating and retaining personnel who possesskHifiessts we
seek. In addition, key personnel may leave us asmglsnbsequently compete against us. We do not ifgipsurance on our key personnel for our ben&fie
loss of the services of any of our key personmebus failure to attract and retain other qualifaat experienced personnel on acceptable termkl iropair our
ability to sustain and grow our business. In additbecause we operate in a highly competitivestriguour hiring of qualified executives or othergonnel ma
cause us or such persons to be subject to lavadlgting misappropriation of trade secrets, impramdicitation of employees or other claims.

If we are unable to hire and to continue to developw and existing employees responsible for studegtuitment, the effectiveness of our student adsions
efforts would be adversely affected.

We intend to (i) hire, develop and train additioaaiployees responsible for student admissionsignétgin and continue to develop and train ourent
student admissions personnel. Our ability to dgveled maintain a strong student admissions functiap be affected by a number of factors, including
ability to integrate and motivate our admissionsnselors, our ability to effectively train our adisions counselors, the length of time it takesehmw
counselors to become productive, regulatory regiris on the method of compensating admissionsselars and the competition in hiring and retairtimgm.

Enroliment and revenues could decrease if governmiition assistance offered to military personnislsuspended, or if such assistance is reduce
eliminated, if scholarships which we offer to méity personnel are reduced or eliminated or if owglationships with military bases deteriorate.

As of December 31, 2013, approximately 23.6% ofinstitutions' students were affiliated with thditary, some of whom are eligible to receive tuitio
assistance from the government, which they mayaipersue postsecondary degrees. From OctoberlB, @il October 16, 2013, the U.S. federal governim
entered into shutdown resulting in the suspensfanilitary tuition assistance. In response, Ashfblmiversity implemented a Military Tuition AssistzaGrant
that covered the equivalent of tuition assistaregyents for impacted students starting coursesiglthiat period. Although governmental tuition assise
programs were resumed following the shutdown, ¢hsprograms are again suspended or otherwise réduadiminated, or if our relationship with anylitary
base deteriorates, enrollment could suffer, whmla have a material adverse effect on our findmziadition, cash flows and results of operatidReductions
in tuition assistance could also negatively affaat compliance with the 90/10 rule. See the righdaentitled, “Our institutions could lose eligibility to
participate in Title IV programs or face other s#éinas if they derive more than 90% of their respectevenues from these progra” above. Additionally, if in
response to future reductions or suspensions itanyittuition assistance, we determine to reinsitnur Military Tuition Assistance Grant or a siamiprogram,
our per student revenue from military affiliatedsmnnel would decline.

We also provide scholarships to students who dileatgd with the military. If we reduce or elimiteour scholarships, enrolliment by military perseinn
may suffer. Conversely, if we increase our schbliass our per student revenue from military affdid personnel will decline.

A decline in the overall growth of enrollment in gtsecondary institutions, or in the number of stude seeking degrees online or in our core discigf
could cause us to experience a further decline mr@lment at our schools.

We have experienced overall growth in institutioeafollments and revenues since we acquired Astdordersity in 2005. However, enrollment at our
institutions declined to 63,624 at December 31,3284 compared to 81,810 at December 31, 2012. idddlty, the growth rate of our revenues has dedim
recent periods and may continue to decline in tieré. In order to maintain the current growth @fteur revenues and increase enrollment at otitutisns,
our institutions will need to attract and retailagger percentage of students in existing markedsexpand their markets by creating new academic
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programs. In addition, if job growth in the fielddated to their core disciplines is weaker thapeeked, fewer students may seek the types of degiraeour
institutions offer.

Our success depends in part on our institutionsiilél to update and expand the content of existipgpgrams and to develop new programs and
specializations on a timely basis and in a costeeffve manner.

The updates and expansions of existing programstendevelopment of new programs and specializatioay not be accepted by existing or prospective
students or employers. If we do not adequatelyardo changes in market requirements, our businiisse adversely affected. Even if our institut®are abl
to develop acceptable new programs, they may nablgeto introduce these new programs as quickBtudents require or as quickly as our competitors
introduce competing programs. To offer a new acaclpnogram, our institutions may be required toadbtappropriate federal, state and accrediting @gen
approvals, which may be conditioned or delayedrmaaner that could significantly affect our plaimsaddition, to be eligible for federal studentdirTial aid
programs, a new academic program may need to bre\aggpby the Department.

Establishing new academic programs or modifyingténg programs requires investments in managenmehtapital expenditures, additional marketing
expenses and reallocation of other resources. Weuaninstitutions may have limited experience viith programs in new disciplines and may need tdifyio
existing systems and strategy or enter into arnaegeés with other educational institutions to previtew programs effectively and profitably. If oostitutions
are unable to increase enroliment in new prograiffis; new programs in a cost-effective manner eratherwise unable to manage effectively the oersiof
newly established academic programs, our reveffimasicial condition, cash flows and results of @gens could be adversely affected.

Our failure to keep pace with changing market neectsuld harm our institutions' ability to attract sidents.

Our success depends to a large extent on the gvitiss of employers to hire, promote or increas@dyeof our institutions' graduates. Increasingly,
employers demand that their new employees posspssmiate technical and analytical skills and appropriate interpersonal skills, such as comnaiiun
and teamwork. These skills can evolve rapidly @hanging economic and technological environmentofdingly, it is important that our institutions'
educational programs evolve in response to thoseasgic and technological changes.

The expansion of existing academic programs andélkelopment of new programs may not be acceptexitygnt or prospective students or by the
employers of our institutions' graduates. Evenuif institutions develop acceptable new programey thay not be able to begin offering those new Enog in a
timely fashion or as quickly as our competitorseoimilar programs. If we are unable to adequatedpond to changes in market requirements duegidatory
or financial constraints, unusually rapid techn@agchanges or other factors, the rates at whistirstitutions' graduates obtain jobs in theikdgeof study
could suffer, the ability to attract and retaindgtnts could be impaired and our business couldibersely affected.

We may be unable to protect our proprietary rigistsfficiently and we may encounter disputes from &rto time relating to our use of the intellectuatqperty
of third parties.

We rely on a combination of copyrights, trademasesyice marks, trade secrets, domain names aedragnts with third parties to protect our proprieta
rights. We have trademark and service mark registreand pending applications in the United Statesselect foreign jurisdictions. We also owndbenain
name rights for our institutions, as well as otverds and phrases important to our business. Axfditly, we have applied for patent protection fertain
technology developed by us; and registered copigifgit exemplary business course materials. Notetheas new challenges arise in protecting these
proprietary rights online, we cannot assure youttiese measures will be adequate to protect aprietary rights, that we have secured, or wilbbée to
secure, appropriate protections for all of our pietary rights in the United States or select fongurisdictions or that third parties will not iirffge upon or
violate our proprietary rights. Despite our effddprotect these rights, unauthorized third pani&y attempt to duplicate or copy the proprietepects of our
technology, curricula, and online resource mateailong others. Our management's attention maybeed by these attempts, and we may need townsks f
in litigation to prevent the potential for all ogcences and protect our proprietary rights againgtinfringement or violation.

We may also encounter disputes from time to timer oights and obligations concerning intellectualperty, and we may not prevail in these disputes.
certain instances, we may not have obtained seffigights in the content of a course. Third partr@y raise a claim against us alleging an infrmget or
violation of the intellectual property of that tliparty. Some third party intellectual propertyhtigmay be extremely broad, and it may not be pteséor us to
conduct our operations in such a way as to avadelintellectual property rights. Any such intelled property claim could subject us to costlygktiion and
impose a significant strain on our financial resmsrand management personnel regardless of whether
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such claim has merit. Our insurance may not cowegmial claims of this type adequately or atatid we may be required to pay monetary damageshwihiay
be significant, or our institutions may be requitedlter the content of their classes to be ndrirging.

We may incur liability for the unauthorized duplid¢&n or distribution of class materials posted oné for class discussions.

In some instances our institutions' faculty memioerstudents may post various articles or othedtharty content on class discussion boards. We may
incur liability for the unauthorized duplication distribution of this material posted online foas$ discussions. Third parties may raise claimmsias for the
unauthorized duplication of this material. Any swtdims could subject us to costly litigation amdilel impose a significant strain on our financedaeurces and
management personnel regardless of whether thra<ladve merit. Our general liability insurance maycover potential claims of this type adequatelgt all,
and we may be required to alter the content ofcourses or pay monetary damages.

Government regulations relating to the Internet clolincrease our cost of doing business, affect alnility to grow or otherwise have a material adversffec
on our business.

The increasing popularity and use of the Internetather online services has led and may leade@adloption of new laws and regulatory practicethén
United States or in foreign countries and to neterpretations of existing laws and regulations.seheew laws and interpretations may relate to sssueh as
online privacy, copyrights, trademarks and sermizgks, sales taxes, fair business practices an@thurement that online education institutionslify#o do
business as foreign corporations or be licenseséor more jurisdictions where they have no plajdacation or other presence. New laws, regulation
interpretations related to doing business ovelriternet could increase our costs and materialtyadversely affect enroliments.

Failure to comply with the terms of our Credit Ageenent with Comerica Bank could impair our rights the assets we pledged as collateral under this
agreement.

On April 13, 2012, we entered into a $50 millioroking line of credit, or the Facility, pursuastan Amended and Restated Revolving Credit Agreémen
or the Revolving Credit Agreement, with the lendgignatory thereto and Comerica Bank, as adminiggragent for the lenders. At our option, we magréase
the size of the Facility up to $100 million (in t&n minimum increments), subject to the terms emtitions of the Revolving Credit Agreement. Adtfiglly,
we may request swing-line advances under the Baajli to $3 million in the aggregate.

To secure our obligations under the Credit Agreen(emd related documents), we granted Comerica Bdirkt priority security interest in substantyadill
of our assets, including our real property. If aare of default occurs or if we otherwise fail wneply with any of the negative or affirmative coaeis of the
Credit Agreement (and related documents), inclutliegfailure of either of our institutions to mait Title IV eligibility, Comerica Bank may declaadl of the
obligations and indebtedness under the Credit Agee (and related documents) due and payable.

For more information about the Credit Agreement amldted documents, see Note 11, “ Credit Faglif’ to our annual consolidated financial statetse
which are included elsewhere in this report. Inhsascenario, we may lose our right, title andragein the property that secures such obligatims
indebtedness.

We may require additional financing in the futurera if such financing is not available on terms aqat@able to us, it could adversely affect our ability grow.

We believe that cash flow from operations will lsequate to fund our current operating plans foffdheseeable future. However, we may need additiona
financing in order to finance our plans, particlylaf we pursue any acquisitions. The amount, tignéamd terms of such additional financing will vamnncipally
depending on the timing and size of new prograreroffjs, the timing and size of acquisitions we reegk to consummate and the amount of cash flows fro
our operations. To the extent that we require &dit financing in the future, such financing mat be available on terms acceptable to us or airal|
consequently, we may not be able to fully implenmntplans.

A protracted economic slowdown and rising unemplagmh could harm our busines:

We believe that many students pursue postsecordiaigation to be more competitive in the job markietwever, a protracted economic slowdown could
increase unemployment and diminish job prospectsmgdly. Diminished job prospects and heightenedrfcial worries could affect the willingness ofdsnts
to incur loans to pay for postsecondary educatiahta pursue postsecondary education in generad. r&sult, enroliment could suffer.

In addition, many of our institutions' studentsroar Title 1V loans to pay for tuition, fees and etlexpenses. A protracted economic slowdown could
negatively impact their ability to repay those Isavhich would negatively impact our
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institutions' cohort default rates. Our institusoatudents also are frequently able to borroveTil loans in excess of their tuition. The excesseceived by suc
students as a stipend. However, if a student watlidr we must return any unearned Title IV funduidiog stipends. A protracted economic slowdownldou
negatively impact such students' ability to regayse stipends. As a result, the amount of TitléuMls we would have to return without reimbursenfeorh
students could increase, and our results coul@isuff

If we fail to effectively identify, pursue and conmmate acquisitions, either in the U.S. or outsidkthe U.S., our ability to grow could be impactadd our
profitability may be adversely affecte

Acquisitions are one component of our overall leegn growth strategy. From time to time, we engagevaluations of, and discussions with, possible
domestic and international acquisition candidatés.may not be able to identify suitable acquisitigportunities, complete acquisitions on favorabtens, or
successfully integrate or profitably operate acegiinstitutions or businesses. If we use debtarite future acquisitions or issue securities imeation with
future acquisitions, such actions could diluteiblings of our stockholders.

An acquisition related to an institution or othdueational business often requires one or multipgilatory approvals. If we are unable to obtaiprapals,
or receive them on unfavorable terms, our abititgansummate transactions may be impaired or welraaynable to operate the acquired entity in a rmatimat
it to our favor.

We may acquire in international markets in theifeit There may be difficulties and complexitieg(datory or otherwise) associated with our expamsio
into international markets, and our strategies matysucceed beyond our current markets. If we deffectively address these risks, our ability towg and
compete may be impaired.

If we are not able to integrate or grow acquiredsititutions or businesses, our business could berhad.
Integrating acquired operations into our businesslves significant risks and uncertainties, inahggd
¢ inability to maintain uniform standards, contrgisjicies and procedure
« distraction of management's attention from normaitess operations during the integration pro
« inability to attract and/or retain management tateroperate the acquired ent
« inability to obtain, or delay in obtaining, regudat or other approvals necessary to operate thedss
¢ inability to correctly estimate the size of a targerket or accurately assess market dyna
* expenses associated with the integration efforts
* unidentified issues not discovered in our due dilice process, including legal contingen:
An increase in interest rates could adversely affear institutions' ability to attract and retaintsidents.

Interest rates have reached relatively low levelecent years, creating a favorable borrowingremment for students. However, if Congress increase
interest rates on Title IV loans, or if private fo@aterest rates rise, our institutions' studerdsibel have to pay higher interest rates on theindo&ny future
increase in interest rates will result in a coroegfing increase in educational costs to existiry@ospective students. Higher interest rates calslol contribute
to higher default rates with respect to studerfsayment of their education loans. Higher defaiks may in turn adversely impact our instituti@tgibility to
participate in some or all Title IV programs, whicbuld have a material adverse effect on enrollprentnues, financial condition, cash flows andiltesof
operations.

We face risk in connection with institutional loaprograms implemented at our academic institutiohisstudents participating in such programs fail teepay
their loans timely, our business will be negativetypacted.

Both Ashford University and University of the Roekihave institutional loan programs for their omlgtudent population. At December 31, 2013 , there
was $12.8 million of net outstanding institutiof@ns combined. Under these programs, our insiitatloan money directly to eligible and qualifyistgdents. |
students participating in these programs fail fzayetheir loans timely, it could have a negativeatt on our financial condition, cash flows andihessof
operations.
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We may not earn enough revenue from Constellati@imuze, Waypoint Outcomes and our other technolodie®ffset the costs of innovating, developing,
deploying and marketing these technologies.

In recent periods, we have devoted increasing ata@frresources to innovating, developing and ntargenew technologies such as Constellation, Thuze,
Waypoint Outcomes, and the mobile application tetdgy for our institutions. If we are unable toraevenue sufficient to offset the costs of innoat
developing and marketing such technologies, oamiiial condition, cash flows and results of opereticould be negatively impacted.

Our failure to comply with environmental laws anegulations governing our activities could result financial penalties and other costs.

We use hazardous materials at our ground campuslegemerate small quantities of waste, such asaisahtifreeze, paint, car batteries and labasato
materials. Additionally, we purchased real propemarby our Ashford University campus in Clintoowh, for purposes of future campus expansion ardbst
housing at which we have identified minor enviromtatissues. We are subject to a variety of enwviremtal laws and regulations governing, among dtiegs,
the use, storage and disposal of solid and hazarsldhstances and waste and the clean-up of corttomrat our facilities or off-site locations to izh we send
or have sent waste for disposal. If we do not na@intompliance with any of these laws and regutati@r are responsible for a spill or release ahhdous
materials, we could incur significant costs foracleup, damages and fines or penalties.

Our corporate headquarters are located in a highulsh fire danger area and near major earthquake falihes.

Our corporate headquarters are located in San D@aldornia in a high brush fire danger area aedrrmajor earthquake fault lines. We could be
materially and adversely affected in the event bfush fire or major earthquake, either of whichldssignificantly disrupt our business.

We have a limited operating history. Accordinglyyohistorical and recent financial and business nalés may not necessarily be representative of whath
results will be in the future.

We have a limited operating history on which yon eaaluate our business strategy, our financiallt®and trends in our business. As a result, our
historical results and trends, including bad dedpease and our institutions' enroliments and cotheféult rates, may not be indicative of futureutes

Risk Related to Our Common Stock
The price of our common stock has fluctuated sigoéntly and you could lose all or part of your ingtment.

Volatility in the market price of our common stotlay prevent you from being able to sell your shatesr above the price you paid for your shareg Th
market price of our common stock has fluctuatedifiantly in the past, and there is no assurahesdllinot continue to fluctuate significantly farvariety of
different reasons, including, without limitation:

« developments regarding the accreditation or ste¢é@s$ing of our academic institutions, particulakshford University

* our quarterly or annual earnings or those of otleenpanies in our indust

» public reaction to our press releases, corporatamanications and SEC filing

e changes in earnings estimates or recommendationsskegrch analysts who track our common stockeostiticks of other companies in our indut
» seasonal variations in our student enrolln

* new laws or regulations or new interpretationsa®fd or regulations applicable to our industry asibess

* negative publicity, including government hearings ather public lawmaker or regulator criticismgaeding our industry or busine

e changes in enrolimel

e changes in accounting standards, policies, guidantspretations or principle

» litigation involving our company or investigations audits by regulators into the operations of@mpany or our competito

» sales of common stock by our directors, executffiears and significant stockholders; ¢
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« changes in general conditions in the UnitedeStand global economies or financial markets, toly those resulting from war, incidents of tersari
or responses to such events.

In addition, in recent years, the stock marketégmerienced extreme price and volume fluctuatidhss volatility has had a significant impact on the
market price of securities issued by many compaimegiding companies in our industry. Changes wegur without regard to the operating performarfce o
these companies. The price of our common stoclddtudtuate based upon factors that have littlaahing to do with our company.

Sales of outstanding shares of our stock into thanket in the future could cause the market price @dir stock to drop significantly, even if our busss is
doing well.

If our stockholders sell, or indicate an intenttorsell, substantial amounts of our common stodkénpublic market, the trading price of our comnstwck
could decline. At December 31, 2013, 44.8 millghrares of our common stock were outstanding.

In July 2011, we filed a registration statementonm S-3 with the SEC to register the resale 06 3dillion shares of our common stock held by our
majority stockholder, Warburg Pincus Private EqWitil, L.P., or Warburg Pincus. Under the regismatstatement, which the SEC has declared effective
Warburg Pincus, and its permitted transfereestwratuccessors-in-interest, may offer the shafeshizh Warburg Pincus continues to hold 27.7 miilshares,
from time to time through public or private trantaas at prevailing market prices, at prices raldteprevailing market prices or at privately négid prices. If
these remaining shares held by Warburg Pincuscddear if it is perceived that they will be sol the public market, the trading price of our stookld decline

In addition, as of December 31, 2013, there wesendllion shares underlying outstanding optiond &rlL million shares underlying restricted stocksun
All shares subject to outstanding options are leliigfor sale in the public market to the extentnpietied by the provisions of various option agreeteemd
Rule 144 under the Securities Act. If these add#lshares are sold, or if it is perceived thay thél be sold in the public market, the tradindger of our stock
could decline. Under Rule 144, shares held by rffiliages for more than six months may generallysioéd without restriction, other than a currentlpub
information requirement, and may be sold freelyhaitt any restrictions after one year. Shares helaffiliates may also be sold under Rule 144, suttije
applicable restrictions, including volume and marofesale limitations.

If securities or industry analysts change their mmmendations regarding our stock adversely or ifrmperating results do not meet their expectationsy
stock price could decline.

The trading market for our common stock is influethdy the research and reports that industry argexs analysts publish about us or our businésme
or more of these analysts cease coverage of oupaayror fail to publish reports on us regularly, eeeild lose visibility in the financial markets, iwgh in turn
could cause our stock price or trading volume tdide. Moreover, if one or more of the analysts wboer our company downgrade our stock or if owerapng
results do not meet their expectations, our stodegould decline.

Our principal stockholder has significant influencever matters requiring stockholder approval andcass to our management.

As of December 31, 2013, Warburg Pincus benefjc@ined 61.9% of our outstanding common stock.okdingly, Warburg Pincus may exercise
significant influence over the election of our dt@s, amendments to our certificate of incorporaind bylaws and other actions requiring the wvotgonsent ¢
our stockholders, including mergers, going prived@sactions and other extraordinary transactidhs.ownership position of Warburg Pincus may héree t
effect of delaying, deterring or preventing a ct@on§control or a change in the composition of loo@rd of directors.

In February 2009, we entered into a nominating emgent with Warburg Pincus. Under the nominatinggagrent, as long as Warburg Pincus beneficially
owns at least 15% of the outstanding shares of camstock, we will, subject to our fiduciary obligats, nominate and recommend to our stockholdextstivo
individuals designated by Warburg Pincus be eletdemur board of directors. Additionally, if WarlguPincus beneficially owns less than 15% but mbaa 5%
of the outstanding shares of common stock, we wiilhject to our fiduciary obligations, nominate aadommend to our stockholders that one individual
designated by Warburg Pincus be elected to ourdbafadirectors. Two directors affiliated with WarguPincus, Patrick T. Hackett and Adarsh Sarmaeciy
serve on our board of directors.
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We currently do not intend to pay dividends on aaammon stock and, consequently, your only opportyrib achieve a return on your investment is if the
price of our common stock appreciate

We do not expect to pay dividends on shares oEommon stock in the foreseeable future and we ihteruse our cash position to grow our business.
Consequently, your only opportunity to achieve sifdee return on your investment in us will belietmarket price of our common stock appreciates.

Your percentage ownership in us may be diluted btufe issuances of capital stock, which could re@ugour influence over matters on which stockholders

vote.

Subject to NYSE rules, our board of directors teesauthority, without action or vote of our stockless, to issue all or any part of our authorizet b
unissued shares of capital stock. At December @13 2300.0 million shares of common stock were autteatifor issuance under our certificate of incorfiora
44.8 million shares of which were outstanding. A&cBmber 31, 2013, 20.0 million shares of prefestedk were authorized for issuance under ourfiazte of
incorporation, no shares of which were outstandisguances of common stock or voting preferredksteauld reduce your influence over matters on widah
stockholders vote and, in the case of issuancpsedérred stock, likely would result in your intetén us being subject to the prior rights of hotdef that
preferred stock.

Provisions in our certificate of incorporation antlylaws and Delaware law may discourage, delay avant a change of control of our company or chang
in our management and, therefore, may depress ttagling price of our stock.

Our certificate of incorporation and bylaws containvisions that could depress the trading pricewfstock by acting to discourage, delay or pregen
change of control of our company or changes innoamagement that the stockholders of our companydeagn advantageous. These provisions:

authorize the issuance of “blank chepk&ferred stock that our board of directors cosfaie to increase the number of outstanding shauwdisdourag
a takeover attempt;

provide for a classified board of directors (thctasses
provide that stockholders may only remove direcforcause

provide that any vacancy on our board of dirstmcluding a vacancy resulting from an increiasthe size of the board, may only be filled by the
affirmative vote of a majority of our directors thim office, even if less than a quorum;

provide that a special meeting of stockholders oray be called by our board of directors or by chief executive office

provide that action by written consent of theckholders may be taken only if the board of dwesfirst approves such action, except that if Wegb
Pincus holds at least 50% of our outstanding cestitek on a fully diluted basis, whenever the vattetockholders is required at a meeting for any
corporate action, the meeting and vote of stocldrsldnay be dispensed with, and the action takdrowitsuch meeting and vote, if a written conse
signed by the holders of outstanding stock havisigess than the minimum number of votes that wdnalchecessary to authorize or take such action at
the meeting of stockholders; provided that, notstahding the foregoing, we will hold an annual riregbf stockholders in accordance with NYSE
rules, for so long as our shares are listed oINY8E, and as otherwise required by the bylaws;

provide that the board of directors is expressthatized to make, alter or repeal our bylaws;

establish advance notice requirements for notieing for elections to our board of directors arfooposing matters that can be acted upon by
stockholders at stockholder meetings.

Additionally, we are subject to Section 203 of Belaware General Corporation Law, which generalbhfbits a Delaware corporation from engaging in
any of a broad range of business combinations avith“interested” stockholder for a period of thyears following the date on which the stockholdecdme an
“interested” stockholder.

Item 1B. Unresolved Staff Comments.

None.
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Item 2. Properties.

We own over 160 acres of property in Clinton, loea which various academic, athletic, administetivousing and student services buildings aretsitl,
comprising 475,000 square feet of space. The ptiesere own in lowa are used for campus operations.

We also lease property in California, Colorado,dp®Rennsylvania and Washington D.C. for campusabipess, corporate functions, enroliment services
and student support services. Below is a table sanmimg our leased properties:

Number of Total Square

Buildings Location Footage Lease Expiration  Primary Use
5 San Diego, CA 625,00( 2017-2020 Enrollment services, student support services angocate functions
2 Denver, CO 260,00( 2021-2023 Enrollment services, student support services angocate functions
2 Colorado Springs, CO 34,00( 2015 Campus operations
2 Clinton, IA 37,000 2016 Campus operations, enrollment services and stuglgtort services
1 Philadelphia, PA 3,00( 2015 Corporate functions
1 Washington, D.C. 2,00 2014 Corporate functions

As security for the performance of our obligatiemsler the loan documents in connection with our®iillon revolving line of credit with Comerica Blar
we granted the lenders a first priority securitieigst in substantially all of the Company's assetsuding its real property, having a book vabfes7.1 million
as of December 31, 2013. For more information migagrthis line of credit, see Note 11 , “ CredicHities ,” to our annual consolidated financigtements,
which are included elsewhere in this report.

Our facilities are utilized consistent with managen's expectations and we believe such facilitiesaitable and adequate for current requirements,
that additional space can be obtained on commbreegdsonable terms to meet future requirements.

Item 3. Legal Proceedings.

Refer to Note 20, “Commitments and Contingencigsdur annual consolidated financial statementwided in Part Il, Item 8 of this report, for legal
proceedings, which note is incorporated by refezénto this ltem 3 of Part I.

Item 4. Not Applicable.
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PART II

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases
of Equity Securities.

Market Information

Our common stock is listed on the NYSE under thelsyl “BPI.” The following table sets forth, for gaull quarterly period in 2013 and 2012, the high
and low sale prices of our common stock as repanethe NYSE.

High ($) Low ($)

2012

First Quarter 27.2¢ 20.31
Second Quarter 25.5¢ 17.81
Third Quarter 22.1¢ 8.11
Fourth Quarter 11.4¢ 8.51
2013

First Quarter 11.3¢ 9.51
Second Quarter 13.3¢ 9.62
Third Quarter 18.1: 11.8¢
Fourth Quarter 20.3: 15.6¢

Holders of Record

As of March 10, 2014 , the closing sales pricewwfammon stock on the NYSE was $19.01 per shatetare were 18 holders of record of our common
stock, including the Depository Trust Company, vahtolds shares on behalf of an indeterminate numbleeneficial owners.

Dividend Policy

We have not yet declared a cash dividend and damtatipate paying a cash dividend in the foreskesfaibure. Any future determination to pay cash
dividends will be at the discretion of our boardda®ctors and will depend upon our financial ctiodi, operating results, capital requirements, emnytractual
restrictions and such other factors as our boadirettors may deem appropriate.

In connection with our $50 million revolving credigreement with the lenders signatory thereto anteZica Bank, as administrative agent for the leside
we are not permitted to make dividend paymentgkstedemptions, permitted acquisitions and otheciied cash expenditures exceeding an aggregate of
$300 million during the term of the agreement. fare information regarding this line of credit, $¢éste 11, “ Credit Facilities ,” to our annuainsolidated
financial statements, which are included elsewlretkis report.

Recent Sales of Unregistered Securities

On November 8, 2013, we issued 666 shares of constaok to an investor upon the exercise of a watmpurchase common stock at an exercise pri
$1.125 per share for total proceeds to us of $E T Be shares were offered and sold in reliancéner®xemption from registration provided by Sect¢2) of
the Securities Act and Rule 506 of Regulation Dhuityated thereunder. An appropriate restrictivetebwas placed on the stock certificate.

On November 13, 2013, we issued 11,111 sharesnofinom stock to an investor upon the exercise of mamato purchase common stock at an exercise
price of $1.125 per share for total proceeds tofi#l2,499.88. The shares were offered and saleliance on the exemption from registration prodithy
Section 4(2) of the Securities Act and Rule 50&efjulation D promulgated thereunder. An appropriestrictive legend was placed on the stock ceatié.

On November 14, 2013, we issued 1,111 shares ofmmanstock to an investor upon the exercise of aamato purchase common stock at an exercise
price of $1.125 per share for total proceeds tof#l,249.88. The shares were offered and soldliance on the exemption from registration providgdsectior
4(2) of the Securities Act and Rule 506 of Regolatd promulgated thereunder. An appropriate resteédegend was placed on the stock certificate.

On November 26, 2013, we issued 666 shares of canstoek to an investor upon the exercise of a wéatapurchase common stock at an exercise price
of $1.125 per share for total proceeds to us 0B$&3l The shares were offered and sold in
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reliance on the exemption from registration proditdy Section 4(2) of the Securities Act and Rulé 60Regulation D promulgated thereunder. An appabe
restrictive legend was placed on the stock cedtific

Purchases of Equity Securities
For information regarding our tender offer autheddy a special committee of our board of directees Note 16, “Stock Repurchase Programs,” to our

annual consolidated financial statements, whichiraeded elsewhere in this report. Other thanea$asth in the table and discussed in footnotelbi, we
repurchased no common stock during the fourth quaft2013.

Total Number of Shares  Approximate Dollar Value of
Purchased as Part of Publicly Shares that May Be

Total Number of Shares Announced Plans or Purchased Under the Plans
Period Purchased (1) Average Price Paid per Share Programs or Programs
October 1, 2013 through October 31, 2013 — — — —
November 1, 2013 through November 30, 2013 — — — —
December 1, 2013 through December 31, 201 10,249,76 $19.5C — —
Total 10,249,76 $19.5C — —

(1) In December 2013, we repurchased 10,249,76@slod our common stock, including all “odd lotsbperly tendered, shares tendered through the tonali exercise of options and shares
tendered by Warburg Pincus Private Equity VIII, LaRd its affiliates, the Company’s major stockleojdt a purchase price of $19.50 per share, fatahcost of approximately $199.9 million. Shares
tendered through the conditional exercise of opti@presented 173,409 of the number of shares tecckp purchase. Our board of directors createtlesmpowered a special committee to review and
decide upon, with the assistance of managemeatnatives for using the Compansyavailable financial resources. The special cotemitonsisting of independent directors Dale Cainsllarye Anne
Fox and Robert Hartman, considered the Companyssieg and anticipated capital structure and fimangosition, including the Company’s outstandirgnenon stock, financial ratios, the market price
of its common stock and the Company’s operatidnateg)y and expectations for the future. The teoffer was approved by the special committee oftmard of directors.
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Performance Graph

The following graph compares the cumulative totaim provided to stockholders on Bridgepoint Ediocelnc.'s common stock relative to the cumulative
total returns of the Russell 3000 Index, and aarnited peer group of four postsecondary educatompanies that includes: American Public Educatioa.,
Capella Education Company, Grand Canyon Educali@nand Strayer Education, Inc. An investment 186 (with reinvestment of all dividends) is assurteed
have been made in our common stock, in the peepgend in the index, on April 15, 2009 (the date stock began trading on the NYSE), and the imuest's
relative performance is tracked through Decembe813 .

COMPARISON OF 56 MONTH CUMULATIVE TOTAL RETURN*
Among BridgepointEducation Inc,, the Russell 3000 Index, and a Peer Group
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—B— Bridgepoint Education Inc. —-4—- Russell 3000 -—-2--- Peer Group

*5100 invested on 4/15/09 in stock or index, including reinvestment of dividends.
Fizcal year ending December 31,

Copyright® 2014 Russel investment Group. All rights reserved.

*  This performance graph shall not be deemeddfillr purposes of Section 18 of the Exchange Acincorporated by reference into any filing of
Bridgepoint Education, Inc. under the Securities, Ac the Exchange Act, except as shall be expregtlforth by specific reference in such filing.
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Item 6. Selected Consolidated Financial Data.

The following selected consolidated financial atitko data should be read in conjunction with Faiftém 7, “Management's Discussion and Analysis of
Financial Condition and Results of Operations,” andaudited consolidated financial statementschvire included elsewhere in this report. The clioesed
statement of income data, consolidated balance dhés and consolidated other data set forth bae®wf and for the years ended December 31, 22032 ,
2011, 2010, and 2009 , have been derived fronaodited consolidated financial statements. Histbriesults are not necessarily indicative of #mults to be
expected for future periods; the risk factors eetfin Part I, Item 1A, “Risk Factors,” of thispert also discuss material uncertainties that coaldse the data
reflected below not to be indicative of our futdirencial condition or results of operations. Weldeed no cash dividends during the periods present

Year Ended December 31,
2013 2012 2011 2010 2009

(In thousands, except per share data)

Consolidated Statement of Income Data:

Revenue $ 768,62 $ 968,17. $ 933,34¢ % 713,23. % 454,32:
Operating income(1) 60,44: 195,46¢ 273,74 216,42: 81,73(
Net income 41,01( 123,42: 172,76: 127,58( 47,10¢
Accretion of preferred dividends(2) — — — — (645)
Net income available to common stockholders 41,01( 123,42: 172,76« 127,58( 46,46(
Earnings per common share:

Basic $ 0.7¢ $ 23T % 33C % 231 % 0.8t

Diluted 0.74 2.21 3.0z 2.1¢ 0.74

As of December 31,
2013 2012 2011 2010 2009

(In thousands)

Consolidated Balance Sheet Data:

Cash, cash equivalents and investments $ 356,43 $ 514,67( $ 407,200 $ 299,12¢ $ 170,55(
Total assets 573,97¢ 750,78 613,63t 471,22! 295,23:
Total indebtedness (including short-term indebtsdhe — — — — 638
Total stockholders' equity 348,03¢ 491,57( 353,64¢ 238,24 134,60¢

Year Ended December 31,
2013 2012 2011 2010 2009

(In thousands, except enrollment data)

Consolidated Other Data:
Cash flows provided by (used in):

Operating activities $ 75,53t % 143,18 $ 220,80¢ $ 189,94¢ $ 131,72

Investing activities 115,19¢ (23,009 (208,049) (94,477 (70,030

Financing activities (197,22) 1,86¢ (67,357 (32,52) 7,38
Period-end enroliment (unaudited)(3):

Online 62,66¢ 80,79: 85,527 77,03 53,04¢

Campus-based 95€ 1,01¢ 1,11¢ 85¢ 64C
Total 63,62¢ 81,81( 86,64: 77,89. 53,68¢

(1) In 2009, we recorded (i) an expense of $11illlom related to the settlement of a stockholdeira (of which $10.6 million was non-cash) and (iig¢
recorded a non-cash expense of $30.4 million reltéhe acceleration of exit options which occdrireconnection with our initial public offering.

(2) The holders of Series A Convertible Preferred Stemtned preferred dividends, accreting at theab®% per year, compounding annue

57




(3) We define enrollments as the number of active stisden the last day of the financial reporting périPrior to July 1, 2011, a student was considactide
if the student had attended a class within ther @@odays unless the student had graduated orroaépd us with notice of withdrawal. Effective yul,
2011, a student is considered active if the stubastattended a class within the prior 15 days onian institutionally-approved break not to exicé®
days, unless the student has graduated or haglptbus with notice of withdrawal.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations.

The following discussion should be read in conjiamctvith our annual consolidated financial statergervhich are included elsewhere in this report. In
addition to historical information, this discussiorcludes forward-looking information that involvesks and assumptions which could cause actuailt®o
differ materially from management's expectatioree Bart I, Item 1A, “Risk Factors,” and “Special MoRegarding Forward-Looking Statements” at the
beginning of this report.

Overview

We are a provider of postsecondary education sssviour academic institutions, Ashford Universitygl &niversity of the Rockies, offer associate's,
bachelor's, master's and doctoral programs onfineedl as at their traditional campuses locateldiva and Colorado, respectively. As of December281.3 ,
our institutions offered approximately 1,570 cosfs®0 degree programs and 145 specializations.ré/also focused on developing innovative new teldgies
to improve the way students learn, such as the lmtdzrning platforms for our institutions, Conttgibn, Thuze and Waypoint Outcomes. For more mfgion
on our business, see “Business-Overview” in Pdtem 1 of this report.

Key operating dat:

In evaluating our operating performance, our mameage focuses in large part on (i) revenue, (ii)rafieg income and (iii) period-end enrollment at ou
academic institutions (online and campus-based).fdlowing table, which you should read in conjtion with our annual consolidated financial statatse
contained elsewhere in this report, presents oyiokerating data for the years ended December(13 22012 and 2011 (in thousands, except for Eneoit
data):

Year Ended December 31,

2013 2012 2011

Consolidated Statement of Income Data:
Revenue $ 768,62 $ 968,17. $ 933,34¢
Operating Income 60,44 195,46 273,74°
Consolidated Other Data:
Period-end enrollment (unaudited)(1)

Online 62,66¢ 80,79: 85,527

Campus-based 95€ 1,01¢ 1,11¢F
Total 63,62« 81,81( 86,64:

(1) We define enrolliments as the number of acttuelents on the last day of the financial reporfiegod. A student is considered active if the studhas
attended a class within the prior 15 days or ismimstitutionally-approved break not to exceedld$s, unless the student has graduated or hasiptbus
with notice of withdrawal.

Key enroliment trend:

Since our acquisition of Ashford University in Mar2005, we have experienced overall growth in émerhts, revenue and operating income. However, in
2013, enrollment at our institutions declined 8624 at December 31, 2013 as compared to 81,8D8cmber 31, 2012 , representing a decrease 2¥#22.

The following table presents new student enrollreéat each quarter in 2013 , with comparisons ¢éosiime periods in 2012 :

Q1 Q2 Q3 Q4 Total
Current period 13,30( 10,60( 12,50( 10,20( 46,60(
Prior year period 24,27 19,30( 20,50( 9,26( 73,33t
Percentage change (45.2)% (45.1% (39.0% 10.2% (36.5%

In recent quarters, we have generally experienathne in new student enrollments. We believeimary driver for the recent decline is lower
productivity levels of our admissions counselord atudent inquiry coordinators, as a result ofyarious operational changes and business initstiée
believe that the new student enrollment has begatively impacted by the student quality and pregaess initiatives we added during fiscal year 20a3tly,
we believe that the negative media scrutiny offitieate sector postsecondary education industgeimeral has had a negative impact on new enrolbnent
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Trends and uncertainties regarding revenue and comiing operations

Ashford University made changes to its operatiorns fausiness initiatives as part of its reapplicafar initial accreditation from WASC. These intfizes
included hiring new leadership, implementing smatlass sizes, expanding minimum age-levels fatesits, implementing the Ashford Promise (an initeat
that allows online students a full refund for aitibn and fees through the third week of a studdirst class), hiring additional full-time facyltand
implementing new program review models. Many ofthiitiatives have resulted in higher expenséécorganization, primarily in the areas of instiocal
costs and services, as well as contributed togbent decline in new enroliment and resulting decih revenue.

There was a reduction in force during the secoradtquof 2013 to help better align personnel resesiwith the impact of previously announced
institutional initiatives regarding enroliments. Weognized $5.9 million of severance costs foregagnd benefits during the second quarter for#uaction in
force. The total severance amount was charged.8xdiflion to instructional costs and services 3B@illion to admissions advisory and marketing exges, an
$0.8 million to general and administrative expen3égse costs were fully paid during the third ¢ermof 2013 from existing cash on hand.

Although we continue to see a demand for postseargreHucation and Title IV funds continue to beilade to current and prospective students, our
historical results and trends, including enrollnsemstructional costs and services, and admissidasory and marketing expenses may not be irideaf our
future results.

Liquidity and capital resources and anticipated dtg expenditures

We financed our operating activities and capitgdenditures during 2013 and 2012 primarily throughihcprovided by operating activities. At
December 31, 2013, we had cash, cash equivaledt;i@estments totaling $356.4 million and no Idagn debt. Based on our current level of operafiomes
believe that our cash flows from operating actgtiour cash and cash equivalents and other saufrtigaidity will provide adequate funds for onggi
operations, planned capital expenditures and wgrkapital requirements for at least the next 12 thmarfor the year ending December 31, 2014, weatxpe
capital expenditures to be approximately $20.0iomill

We also repurchased stock under our authorized segrirchase programs. For more information abimeksrepurchases, see “Liquidity and Capital
Resources - Stock Repurchase Programs” below.

Key Financial Metrics
Revenue

Revenue consists principally of tuition, technoldggs and other miscellaneous fees and is showor seholarships and refunds. Factors affecting our
revenue include: (i) the number of students whokand who remain enrolled in our courses; (iiy dagree and program mix; (iii) changes in ouiidnitrates;
and (iv) the amount of the scholarships that weroff

Enroliments

We define enroliments as the number of active stigden the last day of the financial reporting périA student is considered active if the studexst h
attended a class within the prior 15 days or isimstitutionally-approved break not to exceedd$s, unless the student has graduated or hagiptbus with
notice of withdrawal.

Enrollments are a function of the number of cortigtstudents at the beginning of each period amdereollments during the period, which are offsgt b
students who either graduated or withdrew durirgptériod. Our online courses are typically fivesnrweeks in length and have weekly start datesutyin the
year, with the exception of a two-week break duttmg holiday period in late December and early danuOur campus-based courses have one startrper te
with two to five terms per year.

Costs and expenses

Effective in 2012, we made changes in the presentaf our operating expenses and have reclasgfied periods to conform to that new presentation.
Management determined that these changes woulg beftect industry practices and would provide enareaningful information as well as increased
transparency to our operations. We believe thategbkssification better represents the operatichahges and the business initiatives that have bee
implemented. These reclassifications had no effegireviously reported total operating expensegtained earnings. The following is a descriptifthe
nature of the costs included in each of our curegpense categories.

Instructional costs and servicdsstructional costs and services consist primarilgosts related to the administration and delivargur institutions'
educational programs. This expense category insladempensation for campus-based faculty and adimgtiiee personnel, costs associated with onlinalfgc
curriculum and new program development costs, firsdn
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aid processing costs, technology license costsgdbbtiexpense and costs associated with other gugmpops that provide services directly to thelstus.
Instructional costs and services also include Eration of information technology, facility, depiation and amortization costs.

Admissions advisory and marketifgdmissions advisory and marketing costs include mamsation of personnel engaged in marketing anditeent, as
well as costs associated with purchasing leadgeodlicing marketing materials. Our admissions ayisnd marketing expenses are generally affectatid
cost of advertising media and leads, the efficiesfogur marketing and recruiting efforts, sala@esl benefits for our enrollment personnel and edjperes on
advertising initiatives for new and existing acadleprograms. Advertising costs, consisting primaof marketing leads, are expensed as incurredeofirtst
time the advertising takes place, depending orythe of advertising activity. Admissions advisornydamarketing costs also include an allocation drimation
technology, facility, depreciation and amortizatmosts.

General and administrativé&seneral and administrative expenses include conapiensof employees engaged in corporate managerfirenice, human
resources, compliance and other corporate functi®aseral and administrative expenses also inghualiessional services fees, travel and entertaibmen
expenses and an allocation of information techngléarility, depreciation and amortization costs.

Factors Affecting Comparability

We believe the following factors have had, or carekpected to have, a significant effect on thepamability of recent or future results of operason
Stock repurchase programr

See “Liquidity and Capital Resources - Stock Repase Programs” below.
Seasonality

Our operations are generally subject to seasomadls: As our growth rate declines, we expect sehdlmstuations in results of operations to becamee
apparent as a result of changes in the level aestuenroliment. While we enroll students throudttbe year, our fourth quarter revenue generallgwser than
other quarters due to the holiday break in Decemifergenerally experience a seasonal increasearensollments in August and September of each w@n
most other colleges and universities begin thédlistamesters.

Critical Accounting Policies and Use of Estimates

Critical accounting policies are those policieg timamanagement's view, are most important inpiérayal of our financial condition and results of
operations. The footnotes to the consolidated firsstatements also include disclosure of sigaificaccounting policies. The methods, estimateguadgiments
that we use in applying our accounting policiesehawsignificant impact on the results that we repoour financial statements. These critical actimg policies
require us to make difficult and subjective judgtsenften as a result of the need to make estinmates ding matters that are inherently uncertain.

The discussion of our financial condition and resof operations is based upon our consolidatezhfifal statements, which have been prepared in
accordance with accounting principles generallyepted in the United States of America. The preparaif these financial statements requires us thkema
estimates and judgments that affect the reportezliate of assets, liabilities, revenues, costs apéreses. On an ongoing basis, we evaluate ourastnand
assumptions. These estimates are based on hisexmerience and on various other assumptionsabdielieve are reasonable under the circumstaibes.
results of our analysis form the basis for makisgumptions about the carrying values of assetdianitities that are not readily apparent from atheurces.
Actual results may differ from these estimates urdiéerent assumptions or conditions, and the ictjpd such differences may be material to our cbdated
financial statements.

Revenue recognitiot

The majority of our revenue comes from tuition mewe and is shown net of scholarships and refunagitiom revenue is recognized on a straight-lindsas
over the applicable period of instruction, with #weeption of an online student's first course,degree level, at Ashford University. Effectivetime fourth
quarter of 2012, an online student's first coursedegree level at Ashford University falls undehee-week conditional admission period in whicé tevenue
is deferred until the student matriculates intodbarse.

Our institutions' online students generally eniolh program that encompasses a series of fivkt@eek courses that are taken consecutively dwer t
length of the program. With the exception of theselents under conditional admission,
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online students are billed on a payment periodshasithe first day of a class. Our institutionatttional campus-based students enroll in a prodham
encompasses a series of nine-week or 16-week soursese students are billed at the beginning df &arm.

Deferred revenue and student deposits represeegsnad tuition and fees as well as student paynieetecess of charges. We record an account rdae
and corresponding deferred revenue for the amdumitmn and fees for enrolled courses when aestuds billed for a payment period. Payments that a
received either directly from the student or frdm student's source of funding that exceed amduiifed are recorded as student deposits. At theoérdch
accounting period, the deferred revenue and stubkpsits and related account receivable balameagduced to present amounts attributable touheict
course.

If a student withdraws from a program prior to aertdates, the student is entitled to a refunddréion of tuition, depending on the date the studast
attended a class. For those students under camaig@imission, the student is not obligated fompeyt until after their conditional admission pertuas lapsed,
so there is no required refund. For all subseqoeutses, if an online student drops a class andttiteent's last date of attendance was in theviiesk of class,
the student receives a full refund of the tuitionthat class. If an online student drops a claskthe last date of attendance was in the secoe# vfethe class,
the student receives a refund of 50% of the tuit@rthat class. If an online student drops a ctasbthe student's last date of attendance wasth&éesecond
week of the class, the student is not entitled iefand. We monitor student attendance in onlingses through activity in the online program assteci with
that course. After two weeks have passed withdgaehdance in a class by the student, the studgnésimed to have dropped the course as of thddésof
attendance, and the student's tuition is autormbtiegfunded to the extent the student is entitted refund based on the refund policy above. ienate
expected refunds based on historical refund ratdsecord a provision to reduce revenue for thelarnthat is expected to be refunded. Refunds isbyeds for
services that have been provided in a prior penege not historically been material. Future changele rate of student withdrawals may result thange to
expected refunds and would be accounted for préiseécas a change in estimate.

We also record revenue from technology fees ttebae-time start up fees charged to each new osiirent, other than military, scholarship students
certain corporate reimbursement students. Techgdxgrevenue is recognized ratably over the aeeexgected enrollment of a student. The averagectsg
enrollment of the student is estimated each quagsed upon historical duration of attendance amditgtive factors as deemed necessary. Effectinedry 1,
2013, Ashford University eliminated the one-timehteology fee and replaced it with a per coursegiafhe per course technology fee revenue is réoagjion
a straight-line basis over the applicable periothsfruction.

Allowance for doubtful account:

Accounts receivable consists of student accountsvable, which represent amounts due for tuittmurse digital materials, technology fees and dibes
from currently enrolled and former students. Stuslgenerally fund their education through grant¥@anloans under various Title IV programs, tuition
assistance from military and corporate employengsevsonal funds. Payments are due on the respectivge start date and are considered past duecgidrg tc
the respective course start date. An account isidered delinquent 120 days subsequent to the estas date.

Accounts receivable are stated at the amount mamagieexpects to collect from outstanding balanEesaccounts receivable, an allowance for doubtful
accounts is estimated by management and is prihclpesed on historical collection experience adl e® (i) an assessment of individual accountsivadde
over a specific aging and amount, (ii) consideratbthe nature of the receivable accounts andp@tential changes in the business or economic@mwent.
The provision for bad debts is recorded withinitigructional costs and services line in the cadatéd statements of income. We charge off uncaitde
accounts receivable when the student account me@eincollectable by internal collection effortsbgra third party collection agency.

Loan loss reserve

Student loans receivable consist of loans to gedl$tudents and have a repayment period of 1Gyeam the date of graduation or withdrawal frora th
Company's institutions. The interest rate chargedtodent loans is a fixed rate of either 4.5%.680depending upon the repayment plan selectéide iftudent
selects the rate of 0.0% , the student must payp®b@onth on the loan while enrolled in school dadng the six months of grace period (after geditun or
withdrawal) before the repayment period beginsti&n0.0% student loans, we impute interest usiagdte that would be used in a market transactitm w
similar terms. Interest income on student loansé®gnized using the effective interest methodiamdcorded within other income in the consolidattdement
of income.

Student loans receivable are stated at the amoamagement expects to collect from outstanding lakri-or tuition related student loan receivahies,
estimate an allowance for doubtful accounts, simdahat of accounts receivable, based
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on (i) an assessment of individual loans receivablr a specific aging and amount, (ii) consideratif the nature of the receivable accounts, giifential
changes in the business or economic environmen(i@nelated FICO scores and other industry mstrithe related provision for bad debts is recondiin
the instructional costs and services line in thesotidated statements of income.

For non-tuition related student loans, we utilirerapairment methodology. Under this methodologgnagement determines whether a loan would be
impaired if we will be unable to collect all amosimtue in accordance with the contractual termbefridividual loan agreement. This assessmentsischan an
analysis of several factors including aging histangl delinquency trending, the risk characteristitd loan performance of the specific loans, as ageturrent
economic conditions and industry trends. Creditigus assessed at the outset of a loan, based B0 score during the loan application process.ddhside
loans to be impaired when they reach a delinqustatys that requires specialized collection effaie define delinquency for loans as being for shisl who
are no longer active, having amounts that areghestand having the last activity more than 120 ddgsWe record a loss reserve for the full bookigaf the
impaired loans. The loan loss reserve is maintaatedlievel deemed adequate by management basederiodic analysis of the individual loans anceisorded
within the instructional costs and services lin¢hie consolidated statements of income.

Impairments of intangible asse!

We test indefinite-lived intangible assets for irimpeent annually, in the fourth quarter of eachdisgear, or more frequently if events and circumees
warrant. To evaluate the impairment of the indéditived intangible assets, we assessed the faiea the assets to determine whether they weesdess of
the carrying values. Determining the fair valuenafefinite-lived intangible asset is judgmentahiture and involves the use of significant estimared
assumptions. These estimates and assumptionshereitly uncertain, and can include such itemsasth rates used to calculate projected future asts,
risk-adjusted discount rates, future economic aadket conditions, as well as determination of appede market comparables. Our assessment of mtkefi
lived intangible assets during the fourth quarfdiszal 2013 did not result in any impairment. Td&ave been no impairment losses recognized byr @y
periods presented.

We have definite-lived intangible assets, whichrariily consist of purchased intangibles and capitdl curriculum development costs. The definitediv
intangible assets are recognized at cost less adated amortization. Amortization is computed usiing straight-line method based on estimated u$ie&d of
the related assets when there is evidence thatswerhanges in circumstances indicate that thiging amount of an asset may not be recoverabkeegtimate
that the useful life of the capitalized curricula®velopment costs is three years and that the lugefaf the purchased intangibles is the lifetio¢ related
contract.

Impairments of lon¢lived assets

We assess potential impairment to our long-livestesswhen there is evidence that events or chang&sumstances indicate that the carrying amaidint
an asset may not be recoverable. Factors we cansigertant which could cause us to assess potémipairment include significant changes in the memof
our use of the acquired assets or the strategyuiooverall business and significant negative itusr economic trends. An impairment loss is reegrwhen
the carrying amount of the long-lived asset isneabverable and exceeds its fair value. The cagrgmount of a long-lived asset is not recoverdhteexceeds
the sum of the undiscounted cash flows expecteestat from the use and eventual disposition ofatbeet. Any required impairment loss is measurdédeas
amount by which the carrying amount of a long-lizeset exceeds its fair value and is recordededLetion in the carrying value of the related tase an
expense to operating results.

We use various assumptions in determining undiseaucash flows expected to result from the useeaedtual disposition of the asset, including
assumptions regarding revenue growth rates, opgratists, certain capital additions, assumed digaates, disposition or terminal value and otfeememic
factors. These variables require management judgamehinclude inherent uncertainties such as coimgacceptance of our institutions' educationroffgs by
prospective students, our ability to manage opsgatosts and the impact of changes in the econemgupbusiness. A variation in the assumptions esedd
lead to a different conclusion regarding the redility of an asset and, thus, could have a sigaifi effect on our conclusions regarding whethesss®t is
impaired and the amount of impairment loss recoiddlle consolidated financial statements.

Income taxes

We utilize the liability method of accounting fercdome taxes. Significant judgments are requiredeiermining the consolidated provision for income
taxes. During the ordinary course of businessgethee many transactions and calculations for wthietultimate tax settlement is uncertain. As altese
recognize tax liabilities based on estimates oftiwreadditional taxes and interest will be due.senx liabilities are recognized when, despitebamlief that ou
tax return positions are supportable, we beliea¢ itis more likely than not that those positiomay not be fully sustained upon review
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by tax authorities. We believe that our accruatsda liabilities are adequate for all open audiass based on our assessment of many factors inglpest
experience and interpretations of tax law. Thigsssent relies on estimates and assumptions anéheadye a series of complex judgments about fuawents
To the extent that the final tax outcome of thes¢tens differs from our expectations, such diffeeswill impact income tax expense in the periodfiich suct
determination is made.

We evaluate and account for uncertain tax posititsisg a two-step approach. Recognition (step ooejrs when we conclude that a tax position, based
solely on its technical merits, is more-likely-thaot to be sustained upon examination. Measurefsésy two) determines the amount of benefit thatésiter
than 50% likely to be realized upon ultimate setgat with a taxing authority that has full knowledsf all relevant information. Derecognition ofa {position
that was previously recognized would occur whersulegsequently determine that a tax position no Iongeets the more-likely-than-not threshold of being
sustained.

We are required to file income tax returns in thrétéd States and in various state income tax jiatisehs. The preparation of these income tax regurn
requires us to interpret the applicable tax lawd regulations in effect in such jurisdictions, whimould affect the amount of tax paid by us. Treme tax
returns, however, are subject to audits by theouarfederal and state taxing authorities. As pittiese reviews, the taxing authorities may disagvith our tax
positions. The ultimate resolution of these taxifiss is often uncertain until the audit is conpland any disagreements are resolved. We thenefooed an
amount for our estimate of the additional tax liggaiincluding interest and penalties, for any artain tax positions taken or expected to be tékem income
tax return. We review and update the accrual f@edain tax positions as more definitive informatllecomes available from taxing authorities, conmuheof
tax audits and expiration of statutes of limitatioWe record interest and penalties related tonrectax matters in income tax expense.

In addition to estimates inherent in the recognitié current taxes payable, we estimate the likelththat we will be able to recover our deferredassets
each reporting period. Realization of our defeteedassets is dependent upon future taxable incdmthe extent we believe it is more-likely-thari-tttat some
portion or all of our net deferred tax assets it be realized, we establish a valuation allowarcerded against deferred tax assets. Signifjcaigiment is
required in determining any valuation allowanceorded against deferred tax assets. In assessimg#uefor a valuation allowance, we consider ailable
evidence including past operating results, estismafduture taxable income and the feasibility n§oing tax planning strategies. We recognize wilh¢dia
benefits associated with the exercise of stockoogtiirectly to stockholders' equity only when iad. A windfall tax benefit occurs when the actized benefit
realized by us upon an employee's dispositionsifaae-based award exceeds the deferred tax dss®t, associated with the award that we had rexbrd/hen
assessing whether a tax benefit relating to shasedcompensation has been realized, we followathaw ordering method, under which current yéears-
based compensation deductions are assumed tdibedubiefore net operating loss carryforwards athetiotax attributes.

Stock-based compensation

We grant options to purchase our common stock esigicted stock units to eligible persons underemuity incentive plans. The benefits provided unde
these plans are share-based payments and areeédoraur consolidated statement of income based their fair values.

Stock-based compensation cost is measured usirggahéedate fair value of the award and is expensed the vesting period. The fair value of resgdt
stock units is the stock price on the date of grawitiplied by the number of units awarded. Wereate the fair value of stock options awards orgtiaat date
using the Black-Scholes option pricing model. Detieing the fair value of stock options at the grdate under this model requires judgment, including
estimating our volatility, employee stock optioreesise behaviors and forfeiture rates. The assemptised in calculating the fair value of stockans
represent our best estimates, but these estinmatelsyé inherent uncertainties and the applicatibmanagement judgment.

The risk-free interest rate is based on the U.8a3ury yield of those maturities that are consistéth the expected term of the stock option ireeffon the
grant date of the award. Dividend rates are baped historical dividend trends and expected futlivelends. As we have never declared or paid asf ca
dividends and do not presently plan to pay castiends in the foreseeable future, a zero dividewel is assumed in our calculation. We have detemnihat we
now have enough historical option exercise infofamato be able to accurately compute an expected fier use as an assumption in the Black-Scholésmop
pricing model. As such, our computation of expedtrch was calculated using our own historical data.

We do not have enough historical data on the \lityatif our stock to use as a direct assumptioth@aBlack-Scholes option pricing model. As such, we
supplement our own stock volatility data with higtal volatility data of comparable public compagighich we refer to as guideline companies, ireotd
calculate a volatility estimate for the number efys commensurate with our expected term assumpti@valuating the comparability of the guideline
companies, we consider
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factors such as industry, stage of life cycle, sizd financial leverage. Options awarded undelequity incentive plans have an exercise pricee¢hatls or
exceeds the closing price of our common stock erdite of grant.

The amount of stockased compensation expense we recognize duringaal jie based on the portion of the awards thauéiimately expected to vest. v
estimate option forfeitures at the time of grard eevise those estimates in subsequent periodsuébforfeitures differ from those estimates. Hfiect of a 109

change in estimates to any of the individual inpatthe Black-Scholes option pricing model would have a material impact to our consolidated fignc
statements.
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Results of Operations

The following table sets forth our consolidatedestzents of income data as a percentage of reven@aéh of the periods indicated:

Year Ended December 31,

2013 2012 2011

Revenue 100.(% 100.(% 100.(%
Costs and expenses:

Instructional cost and services 51.5% 37.5% 32.%

Admissions advisory and marketing 30.6% 35.(% 31.9%

General and administrative 10.C% 7.2% 6.2%
Total costs and expenses 92.1% 79.1% 70.7%
Operating income 7.% 20.2% 29.2%
Other income, net 0.4% 0.2% 0.2%
Income before income taxes 8.2% 20.€% 29.6%
Income tax expense 3.C% 7.9% 11.1%
Net income 5.2% 12.7% 18.5%

Year Ended December 31, 2013 , Compared to Yeardaidecember 31, 2012

RevenueOur revenue for 2013 was $768.6 million , a de@eds$199.5 million , or 20.6% , as compared to&26nillion for 2012 . The decreabetweel
periods was primarily due to the decrease in awevaeekly enroliment between fiscal year 2012 ascifiyear 2013 . Ending student enroliment at cademic
institutions decreased 22.2% , from 81,810 to 68#&20f December 31, 2012 and 2013, respectiVély.average enrollment during fiscal year 2013 ekesed
to 72,500 from 90,838, or by 20.2% over the samig@én the prior year, which resulted in an deseein tuition revenue of approximately $161.7 roili
Additionally, revenue generated from Constellaticas $20.8 million in 2013 , compared to $22.4 millin 2012 , which resulted in a decrease in regefu
approximately $1.6 million. The decrease in revewas partially offset by the 2.75% tuition increasiective April 1, 2013, which resulted in an iease in
revenue of approximately $20.9 million. The ovedstrease in revenue was also impacted by a dedretechnology fees of $44.9 million and a deazens
institutional scholarships of $9.7 million. We pided institutional scholarships of $114.7 million2013 , compared to $124.4 million in 2012 . Wmed
technology fees of $15.7 million in 2013 , compar@&60.6 million in 2012 . The decline of $44.9In in technology fees between periods is prityadue to
the decline in new student enroliments as welhaschange in technology fee structure for Ashfoniversity. Effective January 1, 2013, Ashford Unisity
eliminated the one-time technology fee of $1,23harged online students, and replaced it withGy#5 course charge.

Instructional costs and service8ur instructional costs and services for 2013 v&3@5.9 million , an increase of $31.9 million ,88% , as compared to
$364.0 million for 2012 . In the second half of 20the Company began to increase its instructioosis and services costs in direct response to WASC
accreditation efforts. These additional costs amdises included hiring new leadership, implemenmaller class sizes, hiring additional full-tifaeulty and
implementing new program review models. The Compamtinued these efforts and related changes todsiestructure throughout 2013. These increases we
partially offset by decreases in enroliment. Stademollment at our academic institutions decredsed2.2% from 81,810 to 63,624 as of Decembe2812
and 2013, respectively. The average weekly enmsitrduring fiscal year 2013 also decreased to D2&0n 90,838, or by 20.2%, over the same peridthén
prior year. Specific increases between periodsideincreases in corporate support services off$§Rdlion, direct compensation in the areas of acaid
management, financial aid support and studentceswf $17.6 million (including $4.8 million of senance charges from the second quarter of 2018)ititzs
costs of $6.5 million, loan impairment of $2.0 et and amortization of $1.7 million. These incesmare offset by decreases in instructor fees & ¥dlion,
financial aid processing fees of $3.0 million, dzdl debt expense of $1.4 million. Instructionalts@sd services increase d, as a percentage ofueve51.5%
for 2013, as compared to 37.5% for 2012 , prigpad a result of the decreased revenue. The iremdet.0% as a percentage of revenue includetivela
increases in direct compensation of 5.0%, corpaapgort services of 3.3%, bad debt expense of If@iities costs of 1.6%, information technologpsts of
0.7%, instructor fees of 0.4%, loan impairment &% and amortization of 0.3%. As a percentage wénee, bad debt expense was 9.4% for 2013 , cochpare
7.6% for 2012 . Although we resolved the accouetgivable aging issue, which resulted in the rewisif bad debt for fiscal year 2012, we continuede
indirectly impacted within fiscal year 2013. Asessult of the prior aging issue and the prior finahaid packaging issues, a backlog of work resuiiee our
financial aid and collections departments. Duéhts backlog, the ability to package or collect pexgive
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accounts throughout 2013 was reduced and resulteigher bad debt. Additionally, due to the timofghe aging issue, in certain cases this resittéide
inability to package students timely in the firsifrof 2013. Lastly, we had reductions in our cctiens department workforce which also resultedigher bad
debt. Although we cannot be certain that these géswill decrease bad debt expense in the futugesomtinue to focus on enhancing our processes and
procedures around our accounts receivable, induidiprovements and efficiencies in financial aidgassing in order to reduce the processing timeline
improved collection efforts on accounts receivablg] improved counseling to students about theniish aid process and related eligibility and antswtue
from the student.

Admissions advisory and marketir@ur admissions advisory and marketing expense®dd8 were $235.4 million , a decrease of $103.%anil or
30.6% , as compared to $339.2 million for 2012edi factors contributing to the overall decreaséween periods were decreases in related contpEmsé
$39.5 million due to fewer admissions and relatexspnnel, advertising costs of $27.2 million, cogte support services of $25.1 million, facilitessts of $5.6
million, and information technology costs of $5.4limn. Our admissions advisory and marketing exqem as a percentage of revenue, decrease d 6 8.6
2013 from 35.0% for 2012 . The decrease of 4.4% parcentage of revenue was primarily due to tlative decreases in corporate support servicesogh2
selling compensation of 0.9%, and advertising cob6:8%.

General and administrativ®©ur general and administrative expenses for 2018 6.9 million , an increase of $7.4 million ,1dx.6% , as compared to
$69.5 million for 2012 . The overall increase betwgeriods was due to increases in administratwepensation of $6.4 million, corporate support Bew of
$4.5 million, depreciation of $2.3 million, inforfi@n technology costs of $0.7 million, and professil fees of $0.5 million. These increases wersebfy
decreases in other administrative costs of $4.llomjllegal of $1.7 million and facilities costs $1.1 million. Our general and administrative exgEs) as a
percentage of revenue, increase d to 10.0% for #0h87.2% for 2012 . The 2.8% increase as a péaigerof revenue included increases in adminisgativ
compensation of 1.9%, depreciation and amortizadfdh 7%, and professional fees of 0.4%. Theseeas®s were primarily offset by a decrease in catpor
support services of 0.4%.

Other income, neOur other income, net, for 2013 was $3.3 milli@decrease of $0.1 million as compared to $3.4anifor 2012 , as a result décreas
d interest income due to changes in levels of aeecash and cash equivalents and investment balaieebelieve that other income, net, will be loine2014
due to lower levels of cash and cash equivalerdsrarestment balances.

Income tax expenskcome tax expense for 2013 was $22.8 million eerélase of $52.6 million from $75.4 million for 2D]at effective tax rates of
35.7% and 37.9% for 2013 and 2012 , respectiveig. decrease in our effective tax rate between gesias primarily due to the expiration of the s&inf
limitations on a prior tax year which triggered tieéease of $1.9 million of tax reserve.

Net incomeOur net income for 2013 was $41.0 million , a dasesof $82.4 million , as compared to net incom@&1@3.4 million for 2012 , due to the
factors discussed above.

Year Ended December 31, 2012 , Compared to Yeardg@idecember 31, 2011

RevenueOur revenue for 2012 was $968.2 million , an insesaf $34.8 million , or 3.7% , as compared to $338illion for 2011 . The increase between
periods was primarily due to the increase in averagekly enrollment between fiscal year 2011 aschliyear 2012 . Ending student enroliment at cadamic
institutions decreased 5.6% , from 86,642 to 8144 6f December 31, 2011 and 2012 , respectivalyeder, the average enrollment during fiscal y€xr22
actually increased to 90,838 from 87,559, or by/@dker the same period in the prior year, whichilted in an increase in revenue of approximately.®3
million. The increase in revenue was also attribletao the 3% tuition increase effective April D12, which resulted in an increase in revenue pf@pmately
$30.0 million. Additionally, revenue generated fr@unstellation was $22.4 million in 2012 , compat@&17.3 million in 2011 which resulted in an increase
revenue of approximately $5.1 million. These inse=ain revenue were partially offset by an increasestitutional scholarships of $22.8 million aadlecrease
in technology fees of $11.7 million. We providedtitutional scholarships of $124.4 million in 20E®dmpared to $101.5 million in 2011 . We earnetinetogy
fees of $60.6 million in 2012 , compared to $71iBiom in 2011 . The decline of $11.7 million indenology fees between periods is primarily duéhtodecline
in new student enroliments. Although average emetit was up, new enroliment declined between pgriod

Instructional costs and service8ur instructional costs and services for 2012 vi#3@&2.5 million, an increase of $58.7 million, or3%, as compared to
$303.9 million for 2011 . This increase was priryadiue to $34.4 million of additional instructionadsts and services put into place in direct respdo WASC
accreditation efforts. These additional costs amgises included hiring new leadership, implememnsmaller class sizes, hiring additional full-tifaeulty and
implementing new program review models. Additiopathis increase was also due to costs to supperttigher average weekly student enroliment anddieatl
expense. Although student enrollment at our acaclémstitutions decreased by 5.6% from 86,642 t8 B1 as of December 31, 2011 and 2012, respectithaly,
average weekly enroliment during fiscal year 20dt2ally
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increased to 90,838 from 87,559, or by 3.7%, owersame period in the prior year, which had an shphapproximately $9.1 million. Specific increase
between periods include increases in direct comgigmsof $20.6 million (which include the areasashdemic management, financial aid support andstud
services), bad debt expense of $15.2 million, mfation technology costs of $9.3 million, facilitiegsts of $7.3 million, instructor fees of $6.9lmih, and
support services of $1.9 million. These increase#set by decreases in financial aid procesfrg of $6.8 million. Instructional costs and seegiincreased,
as a percentage of revenue, to 37.4% for 201mapared to 32.6% for 2011. The increase of 4.8% @ercentage of revenue included relative increiases
direct compensation of 1.8%, bad debt expense38b linformation technology costs of 0.9%, facibtieosts of 0.7%, instructor fees of 0.5% and suppor
services of 0.1%, offset by relative decreasefmimtial aid processing of 0.8%. As a percentagewd#nue, bad debt expense was 7.6% for 2012, cedhpa
6.3% for 2011. The increase in bad debt expensepascentage of revenue is primarily due to infgonacessing issues involving existing students thied
timeliness of their financial aid packaging foritheew academic years.

Admissions advisory and marketir@ur admissions advisory and marketing expense3dd were $339.2 million , an increase of $41.8iomil, or
14.0% , as compared to $297.6 million for 2011 e Ttrease was primarily due to the costs incufseeéxpanded marketing and branding efforts, a$ agel
costs incurred to purchase additional leads. Spdaiftors contributing to the overall increasevEn periods were increases in the branding ofdkdhf
University of $16.6 million, selling compensatioh$i3.8 million, facilities costs of $5.7 millioadvertising costs of $3.1 million and support sezsiof $1.8
million. Our admissions advisory and marketing exg®s, as a percentage of revenue, increased % 36:@2012 from 31.9% for 2011 . The increase &#8as
a percentage of revenue was mainly driven by tlaive increase in branding efforts of 1.7%, sejlcompensation of 0.9% and facilities of 0.5%.

General and administrativ®©ur general and administrative expenses for 202 $&9.5 million , an increase of $11.7 milliorr 20.3% , as compared to
$57.8 million for 2011 . The increase was primadle to the $10.8 million legal expense in 2012yeal as increases in administrative labor of $illion,
professional fees of $1.5 million and facilitiestoof $1.0 million. This was primarily offset bgateases due to a higher support service costatiia of $3.8
million, and other administrative costs of $1.2lioil. Our general and administrative expenses,@reentage of revenue, increased to 7.2% for 20h26.2%
for 2011 . The 1.0% increase as a percentage ehtevwas primarily due to the increase in the legpense of 1.1%, administrative labor of 0.3% and
professional fees of 0.1%. These increases wemgapity offset by decreases due to support senastsallocation of 0.3% and other administrativetsof
0.2%.

Other income, neDur other income, net, for 2012 was $3.4 milli@m ,increase of $0.6 million as compared to $2.8anifor 2011 , as a result of
increase d interest income from increased levetashi, cash equivalents and investments.

Income tax expenskcome tax expense for 2012 was $75.4 million eeréase of $28.3 million from $103.8 million for120, at effective tax rates of
37.9% and 37.5% for 2012 and 2QXrespectively. The increase in our effective &be between periods was primarily due to an exgapdesence in the state
Colorado.

Net incomeOur net income for 2012 was $123.4 million , a dase of $49.3 million , as compared to net incof#&l@2.8 million for 2011 , due to the
factors discussed above.

Liquidity and Capital Resources
Liquidity

We financed our operating activities and capitgdenditures during the years ended December 31, 20d2012 , primarily through cash provided by
operating activities. Our cash and cash equivaleete $249.5 million at December 31, 2013 , ands$2illion at December 31, 2012 . In addition, at
December 31, 2013 and 2012 , we had total invedsydr$107.0 million and $258.7 million , respeetiv

We manage our excess cash pursuant to the quivetitgaid qualitative operational guidelines of oaslt investment policy. Our cash investment policy,
which is managed by our chief financial officershie following primary objectives: preserving gipal, meeting our liquidity needs, minimizing matland
credit risk, and providing after-tax returns. Untte policy's guidelines, we invest our excess easfusively in high-quality, U.S. dollar-denomigedtfinancial
instruments. For a discussion of the measures wéousiitigate the exposure of our cash investmientsarket risk, credit risk and interest rate rigke Part I,
Iltem 7A, “Quantitative and Qualitative Disclosurssout Market Risk.”

Stock repurchase progran

In 2010, our board of directors authorized the relpase of up to $60.0 million of our outstandingnooon stock. In 2011, the board of directors autteati
up to an additional $75.0 million of our outstargltommon stock, for a total of $135.0 million . Tlepurchase programs were authorized by our bdard o
directors with the intention of creating additionalue for
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stockholders. Since the inception of the repurclpasgrams, we have repurchased 7.3 million sharasxeighted average price of $18.62 per shara fotal
cost of $135.0 million , substantially completingtib programs. During 2011, we repurchased 4.2 onilihares at a weighted average price of $21.84hzee
for a total cost of $92.8 million . As a resulttbé 2011 repurchases, diluted earnings per comimane sncreased $0.11, or 3.8%, as a result ofetllverfshares
outstanding.

On April 30, 2012, our board of directors authadizke repurchase of up to $75.0 million of our tartging shares of common stock over the followifig 1
months. The repurchase program was authorized blaard of directors with the intention of creatidditional value for stockholders. Under the repase
program, we were authorized to purchase sharestfroento time in the open market, through blockiésor otherwise.

In December 2012, we repurchased 0.1 million shafresir common stock from certain senior executfeesa cost of $0.6 million. This repurchase was
approved by our board of directors. The shares wegmerchased at a price equal to the closing ficeir common stock on the New York Stock Exchange
the day the repurchase was approved by our boatilesftors. No shares were sold into the markebimection with this share repurchase.

On November 10, 2013, a special committee of oardof directors approved a plan to purchase U®1#50,000 shares of our common stock through a
tender offer. In December 2013, we repurchasedesharour common stock through the tender offer mtice of $19.50 per share. The tender offer convex
on November 13, 2013 and expired on December 1113.2The tender offer was oversubscribed, resultinge purchase of 10.25 million shares, including
0.2 million shares underlying previously unexerdiséock options, for a total cost of $199.9 milliexclusive of fees. The repurchased shares wetedatt
treasury stock.

Available borrowing facilities

On April 13, 2012, we entered into a $50 milliorokring line of credit (“Facility”) pursuant to admended and Restated Revolving Credit Agreement
(“Revolving Credit Agreement”) with the lenders sigory thereto and Comerica Bank (“Comerica”), émiaistrative agent for the lenders. At our optioe,
may increase the size of the Facility up to $10llioni (in certain minimum increments), subject ke terms and conditions of the Revolving Creditégmnent.
Additionally, we may request swing-line advancederthe Facility up to $3 million in the aggregate.

Under the Revolving Credit Agreement and the documexecuted in connection therewith (collectivéhg “Facility Loan Documents”), the lenders have
agreed to make loans to us and issue letters ditane our behalf, subject to the terms and coadgiof the Facility Loan Documents. The Facilitg laaterm of
three years and matures on April 13, 2015. Intezedtfees accruing under the Facility are payabtetgrly in arrears and principal is payable aturigt We
may terminate the Facility upon five days noticéhaut premium or penalty, other than customanakege fees.

The Facility Loan Documents contain other custonadfiymative, negative and financial maintenanceer@nts, representations and warranties, events of
default, and remedies upon an event of defaullidiicg the acceleration of debt and the right teéose on the collateral securing the Facility s&surity for
the performance of our obligations under the Rgcilban Documents, we granted the lenders a fiistify security interest in substantially all oficassets,
including our real property.

As of December 31, 2013 , we used the availahilitster the revolving credit facility to issue lett@f credit aggregating $5.8 million . We were in
compliance with all financial covenants in the Ldamcuments and had no borrowings outstanding utigerevolving credit facility as of December 31130

For more information about the Loan Documents,Nete 11 , “ Credit Facilities ,” to our annual eofidated financial statements, which are included
elsewhere in this report.

Title IV funding

Our institutions derive the substantial majoritytloéir respective revenues from students who earallare eligible for various federal student fiziah
assistance programs under Title IV of the Higheudadion Act of 1965, as amended. In the years eBdmémber 31, 2013 , 2012 and 2011 , Ashford Unityer
derived 85.6% , 86.4% and 86.8% , respectively,dmdersity of the Rockies derived 87.6% , 87.3% 86.0% , respectively, of their respective revenue
(calculated on a cash basis in accordance withicgiypé statutory provisions and Department regortesj from Title IV funds. Our institutions are sedij to
significant regulatory scrutiny on the basis of muous standards that the institutions must saitiséyder to participate in Title IV programs. Foora
information regarding Title IV programs and theulagion thereof, see “Regulation” in Part I, ltenoflthis report. The balance of revenues derivediny
institutions is from government tuition assistapcegrams for military personnel, including veterazesh pay and corporate reimbursement, privateslaad
internal loan
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programs. For more information regarding theseesttifinancing options, see “Business-Student Fimgridn Part I, Item 1 of this report.

If we were ineligible to receive Title IV fundingur liquidity would be significantly impacted. Thiening of disbursements under Title IV programs is
based on federal regulations and our ability taeasfully and timely arrange financial aid for mastitutions' students. Title IV funds are gensralfovided in
multiple disbursements before we earn a signifigamtion of tuition and fees and incur related enges over the period of instruction. Students rappty for
new loans and grants each academic year. Thesedatigether with the timing of our institutiostidents beginning their programs, affect our dpegaash
flow.

Financial responsibility

For the fiscal year ended December 31, 2012, thgposite score calculated was 3.0 , satisfying tmposite score requirement of the Department's
financial responsibility test, which institutionaust satisfy in order to participate in Title IV grams. We expect the consolidated composite sodre 8.0 for
the year ended December 31, 2013 . However, theotidated calculation is subject to determinatigrtie Department once it receives and reviews odited
financial statements for the year ended Decembge2@3 . For more information, see “Regulation-Oépant Regulation of Title IV Programs-Financial
responsibility” in Part I, Item 1 of this report.

Internal loan program

We have implemented programs at both of our in&its in which the institution provides direct Ieaio students. For University of the Rockies, titalt
amount of financing provided during 2013, 2012 20d1 , was $0.8 million, $2.7 million and $3.1 lini, respectively. For Ashford University there swao
additional new internal loan financing to student2013, and the total amount of financing provideding 2012 and 2011 , was $6.9 million and $5ilan,
respectively.

Operating activities

Net cash provided by operating activities was $78ilfon , $143.2 million and $220.8 million for 28 , 2012 and 2011 , respectively. The decrease of
$67.6 million from 2012 to 2013 was primarily reddtto the decrease of $82.4 million in net incomavieen periods. Additionally, there was cash usstdiéen
periods due to a decrease in deferred revenuetaders deposits of $31.2 million , primarily offd®t cash provided between periods due to an ovéealiease
in accounts receivable of $47.2 million . We exgeatontinue to generate cash from our operatitigities for the foreseeable future.

Investing activities

Net cash provided by investing activities was $218illion for 2013 , compared to net cash usediresting activities of $23.0 million and $208.0 lioih
for 2012 and 2011, respectively. Our cash uséaMiesting activities is primarily related to therplnases of property and equipment, leasehold inggnewnts,
capitalized costs for intangible assets and puehaéinvestments. Our cash provided by investaityities is primarily related to sales and maiestof
investments. Capital expenditures were $14.8 milji$25.3 million and $34.5 million for 2013 , 204@d 2011 , respectively. For the year ending Déeer81,
2014 , we expect capital expenditures to be appratdly $20.0 million.

During 2013, we purchased $26.8 million of invesiris and there were sales and maturities of $17#li8n . This is compared to purchases of $179.4
million and sales and maturities of $186.9 millior2012 , and purchases of $337.1 million and niigésrof $167.0 million in 2011 . The decrease eff n
purchases of investments in the current year cosepiar 2012 was due primarily to cash requiremesrtghie stock repurchase which occurred in the Fourt
quarter of the current year.

Financing activities

Net cash used in financing activities was $197 anifor 2013 , compared to net cash providedibgricing activities of $1.9 million for 2012 andtne
cash used in financing activities of $67.4 millfmn 2011 . During 2013, net cash used in finan@atyvities primarily reflects our repurchase opeagximately
10.2 million shares of common stock at $19.50 jpares under a tender offer for a total of $199.9iam| partially offset by the cash provided by optiexercise:
net of any tax withholdings related to net exeraiEstock options, as well as the cash providethbytax benefit of the option exercises. During20fet cash
provided by financing activities primarily refledtse cash provided by option exercises, net oftaryithholdings related to net exercise of stopkans, as
well as the cash provided by the tax benefit ofadpton exercises. During 2011 , net cash usethan€ing activities was primarily related to oupuechase of
approximately 4.2 million shares of common stock ateighted average cost of $21.84 per share, tmahof $92.8 million . The cash used in the mepase of
common stock in 2011 was partially offset by $2#i0ion of cash provided by stock option exercisesl the tax benefit from those exercises.
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We may utilize commercial financing and lines afdit for the purpose of expansion of our onlineibess infrastructure and to expand and improve our
ground campuses in lowa and Colorado. We beliestedbr credit facilities are sufficient for our cet level of operations. Based on our currentllefe
operations, we believe that our cash flow from afiens, existing cash and cash equivalents ana stheces of liquidity will provide adequate furfds
ongoing operations, planned capital expendituresagorking capital requirements for at least thetrig&xmonths.

Significant Cash and Contractual Obligation

The following table sets forth, as of DecemberZ113 , certain significant cash and contractuabalibns that will affect our future liquidity:

Payments Due by Period

Total 2014 2015 2016 2017 2018 Thereafter
(In thousands)
Operating lease obligations $ 22463t $ 36,96: $ 3722« $ 3729¢ $ 37,360 $ 34,07: $ 41,72
Other contractual obligations 43,78: 12,41( 5,61¢ 3,25¢ 2,50( 2,50( 17,50(
Uncertain tax positions 7,46¢€ — 7,46¢€ — — — —
Total $ 27588 $ 4937 $ 5031 $ 4054 $ 3986 $ 3657 $ 59,22

Off-Balance Sheet Arrangements

As part of our normal business operations, we egaired to provide surety bonds in certain statesreswe do business. In May 2009, we entered into a
surety bond facility with an insurance company tovjde such bonds when required. As of DecembeB13 , our total available surety bond facilitysi2.0
million and the surety had issued bonds totaling $6illion on our behalf under such facility.

Segment Information

We operate in one reportable segment as a singkagdnal delivery operation using a core infrastiuce that serves the curriculum and educational
delivery needs of both our campus-based and ostiments regardless of geography. Our chief operalicision maker, our CEO and President, manages o
operations as a whole, and no expense or opeiiatingne information is evaluated by our chief opemtlecision maker on any component level.

Recent Accounting Pronouncements

None.
Item 7A. Quantitative and Qualitative Disclosures Aout Market Risk.
Market and credit risk

Pursuant to our cash investment policy, we atteémptitigate the exposure of our cash and investsientarket and credit risk by (i) diversifying
concentration risk to ensure that we are not ovashcentrated in a limited number of financial ingions, (i) monitoring and managing the risksasated witt
the national banking and credit markets, (iii) istieg in U.S. dollar-denominated assets and instnimonly, (iv) diversifying account structurestisat we
maintain a decentralized account portfolio with muaus stable, highly-rated and liquid financiatitusions and (v) ensuring that our investment pchaes
maintain a defined and specific scope such thawil@ot invest in higher-risk investment accourits;luding financial swaps or derivative and cogter
equities. Accordingly, under the guidelines of godicy, we invest our excess cash exclusively ghhjuality, U.S. dollar-denominated financial instrents.

Despite the investment risk mitigation strategiesemploy, we may incur investment losses as atreSuhusual and unpredictable market developments
and we may experience reduced investment earrfitigs yields on investments deemed to be low mskain low or decline further in this time of ecoriom
uncertainty. In addition, unusual and unpredictabéeket developments may also create liquidity lehgles for certain of the assets in our investmertfolio.

We have no derivative financial instruments ord&ive commodity instruments.
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Interest rate risk

To the extent we borrow funds under our lines eflitrwith Comerica, we would be subject to fluctoas in interest rates. See Part Il, Iltem 7,
“Management's Discussion and Analysis of FinanCiadition and Results of Operations-Liquidity anapal Resources.” As of December 31, 2013 , we had
no borrowings under the line of credit with Comaric

Our future investment income may fall short of eotpons due to changes in interest rates. At Déeerdl, 2013 , a 10% increase or decrease in sittere
rates would not have a material impact on our figarnings, fair value or cash flows related teredt earned from cash, cash equivalents or ineggén
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders of Beiglgint Education, Inc.:

In our opinion, the accompanying consolidated bzdasheets and the related consolidated statemfeintsome, of comprehensive income, of stockholders
equity and of cash flows present fairly, in all evél respects, the financial position of Bridgepdtducation, Inc. and its subsidiaries at Decer8tief013 and
2012, and the results of their operations and tesh flows for each of the three years in theggeended December 31, 2013 in conformity with aotiog
principles generally accepted in the United StafeSmerica. Also in our opinion, the Company mainéal, in all material respects, effective interoahtrol ove!
financial reporting as of December 31, 2013, basedriteria established imternal Control - Integrated Framewo(k992) issued by the Committee of
Sponsoring Organizations of the Treadway Commisg@SO). The Company's management is responsibtedee financial statements, for maintaining
effective internal control over financial reportiagd for its assessment of the effectiveness efriat control over financial reporting, includedvtanagement's
Report on Internal Control Over Financial Reportappearing under Item 9A. Our responsibility i€kpress opinions on these financial statement®arite
Company's internal control over financial reportbagsed on our integrated audits. We conducteduditsain accordance with the standards of the Bubli
Company Accounting Oversight Board (United Stat€bpse standards require that we plan and perfoenatdits to obtain reasonable assurance aboubherhet
the financial statements are free of material ratestent and whether effective internal control direncial reporting was maintained in all matereggpects.
Our audits of the financial statements includedh@réng, on a test basis, evidence supporting theueats and disclosures in the financial statemestsgssing
the accounting principles used and significantnestes made by management, and evaluating the bfieaaicial statement presentation. Our audit ¢érinal
control over financial reporting included obtainiag understanding of internal control over finahégorting, assessing the risk that a materialkwess exists,
and testing and evaluating the design and operaffiegtiveness of internal control based on thess=d risk. Our audits also included performindyather
procedures as we considered necessary in the Gtanoes. We believe that our audits provide a redse basis for our opinions.

A company'’s internal control over financial repogiis a process designed to provide reasonableaaesuregarding the reliability of financial repog and
the preparation of financial statements for extepuaposes in accordance with generally accepteduatting principles. A company’s internal contreko
financial reporting includes those policies andcgdures that (i) pertain to the maintenance ofroscthat, in reasonable detail, accurately andyfegflect the
transactions and dispositions of the assets ofdhgpany; (ii) provide reasonable assurance thasaetions are recorded as necessary to permitratepaof
financial statements in accordance with generatepted accounting principles, and that receiptsexxpenditures of the company are being made anly i
accordance with authorizations of management amedtdirs of the company; and (iii) provide reasoaassurance regarding prevention or timely detectfo
unauthorized acquisition, use, or disposition ef¢tbmpany’s assets that could have a materialteffethe financial statements.

Because of its inherent limitations, internal cohover financial reporting may not prevent or detaisstatements. Also, projections of any evatuatf
effectiveness to future periods are subject taidiethat controls may become inadequate becauseawsiges in conditions, or that the degree of ciampé with
the policies or procedures may deteriorate.

/sl PricewaterhouseCoopers LLP
Los Angeles, California
March 17, 2014
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Current assets:

Cash and cash equivalents

Investments
Accounts receivable, net

BRIDGEPOINT EDUCATION, INC.

Notes to Annual Consolidated Financial StatementsContinued)

BRIDGEPOINT EDUCATION, INC.
Consolidated Balance Sheets
(In thousands, except par value)

ASSETS

Student loans receivable, net

Deferred income taxes

Prepaid expenses and other current assets

Total current assets

Property and equipment, net
Investments

Student loans receivable, net
Goodwill and intangibles, net
Deferred income taxes
Other long-term assets

Total assets

Current liabilities:
Accounts payable
Accrued liabilities

LIABILITIES AND STOCKHOLDERS' EQUITY

Deferred revenue and student deposits

Total current liabilities
Rent liability

Other long-term liabilities
Total liabilities

Commitments and contingencies (see Note 20)

Stockholders' equity:

Preferred stock, $0.01 par value:

20,000 shares authorized; zero shares issued astdrmding at both December 31, 2013, and Decenthe2(3.2

Common stock, $0.01 par value:

300,000 shares authorized; 62,331 issued and 44tgtanding at December 31, 2013; 61,406 issueédb4)099

outstanding at December 31, 2012

Additional paid-in capital
Retained earnings

Accumulated other comprehensive gain

Treasury stock, 17,557 shares at cost at Decenih@033, and 7,307 shares at cost at Decembe032, 2

Total stockholders' equity

Total liabilities and stockholders' equity

As of December 31,

2013 2012
$ 249.47. $ 255,96t
65,90 136,96
28,56¢ 67,37
1,04: 55€
15,23: 10,93¢
21,36¢ 19,81
381,58: 491,60!
91,428 95,96¢
41,06: 121,73t
11,78 15,14
26,87 10,73
18,50 13,26¢
2,74 2,33(
$ 573,97 $ 750,78
$ 519 $ 4,58¢
54,75¢ 44,64(
132,79: 175,05
192,74 224,28t
23,92 25,17
9,271 9,75¢
225,94( 259,21
627 614
168,82 151,70
515,60t 474,59
48 222
(337,069 (135,579
348,03 491,57(
$ 573,97¢ $ 750,78

The accompanying notes are an integral part oethessolidated financial statements.
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Revenue
Costs and expenses:
Instructional costs and services
Admissions advisory and marketing
General and administrative
Total costs and expenses
Operating income
Other income, net
Income before income taxes
Income tax expense
Net income
Earnings per common share:
Basic
Diluted

Weighted average number of common shares outsgndied in computing earnings per common sl

Basic
Diluted

The accompanying notes are an integral part oktheasolidated financial statements.

BRIDGEPOINT EDUCATION, INC.
Consolidated Statements of Income

(In thousands, except per share amounts)

76

Year Ended December 31,

2013 2012 2011
768,620 $ 968,17. $ 933,34¢
395,92¢ 364,00: 304,19(
235,35¢ 339,20¢ 297,61¢

76,894 69,49% 57,79¢
708,18( 772,70, 659,60:
60,44: 195,46 273,74,
3,34¢ 3,37( 2,76¢
63,78¢ 198,83¢ 276,51t
22,77¢ 75,41% 103,75:
41,01C $ 123,42 % 172,76¢
0.7¢ $ 23 % 3.3C
0.74 2.21 3.0z
53,92¢ 52,94% 52,29
55,48 55,94¢ 57,13¢




BRIDGEPOINT EDUCATION, INC.
Consolidated Statements of Comprehensive Income
(In thousands)

Year Ended December 31,

2013 2012 2011
Net income $ 41,01C $ 123,42: $ 172,76:
Other comprehensive gain (loss), net of tax:
Unrealized gains (losses) on investments (174 817 (595)
Comprehensive income $ 40,83¢ $ 124,23¢ % 172,16¢

The accompanying notes are an integral part oktheasolidated financial statements.
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BRIDGEPOINT EDUCATION, INC.
Consolidated Statements of Stockholders' Equity
(In thousands)

Common Stock Additional Accumulated Other
Paid-in Retained Comprehensive Treasury
Shares Par Value Capital Earnings Gain/(Loss) Stock Total

Balance at December 31, 2010 55,80 $ 55¢ $ 101,46 $ 178,41.  $ — % 42,199 $ 238,24
Stock-based compensation — — 10,59t — — — 10,59¢
Exercise of stock options 3,07( 31 4,85¢ — — — 4,88¢
Excess tax benefit of option exercises — — 19,09¢ — — — 19,09¢
Stock issued under employee stock purchas

plan 67 1 1,32¢ — — — 1,33(
Exercise of warrants 43 — 10€ — — — 10€
Repurchase of common stock — — — — — (92,77%) (92,779
Net income — — — 172,76 — — 172,76
Unrealized losses on investments, net of tax — — — — (595) — (595)
Balance at December 31, 2011 58,98: 59C 137,44 351,17 (595) (134,97) 353,64
Stock-based compensation — — 13,72¢ — — — 13,72¢
Exercise of stock options 2,21z 22 2,23t — — — 2,257
Tax withholdings related to net exercise of

stock options — — (10,419 — — — (10,419
Excess tax benefit of option exercises — — 8,14t — — — 8,14t
Stock issued under employee stock purchas

plan 99 1 1,33¢ — — — 1,34(
Stock issued under restricted stock plan 33 — (313 — — — (313
Exercise of warrants 81 1 48¢ — — — 49C
Tax withholdings related to net exercise of

warrants — — (944 — — — (9449
Repurchase of common stock — — — — — (602) (602)
Net income — — — 123,42: — — 123,42:
Unrealized gains on investments, net of tax — — — — 817 — 817
Balance at December 31, 2012 61,40¢ 614 151,70¢ 474,59¢ 22z (135,579 491,57(
Stock-based compensation — — 13,93« — — — 13,93¢
Exercise of stock options 58¢ 6 10,45¢ — — — 10,46+
Tax withholdings related to net exercise of

stock options — — (9,170 — — — (9,170
Excess tax benefit of option exercises and

restricted stock, net of tax shortfall — — 1,51¢ — — — 1,51¢
Stock issued under employee stock purchas

plan 11€ 1 1,23t — — — 1,23¢
Stock issued under restricted stock plan 11¢& 1 (1,087) — — — (1,080
Exercise of warrants 104 1 23C — — — 231
Repurchase of common stock — — — — — (201,49¢) (201,49¢)
Net income — — — 41,01( — — 41,01(
Unrealized losses on investments, net of tax — — — — 279 — 179
Balance at December 31, 2013 62,33( $ 62 3 168,82¢ $ 515,60 $ 48 % (337,069 $ 348,03¢

The accompanying notes are an integral part oktheasolidated financial statements.
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BRIDGEPOINT EDUCATION, INC.
Consolidated Statements of Cash Flows
(In thousands)

Year Ended December 31,

2013 2012 2011
Cash flows from operating activities
Net income $ 41,01C  $ 123,42  $ 172,76
Adjustments to reconcile net income to net caskigeal by operating activities:
Provision for bad debts 72,318 73,69¢ 58,51
Depreciation and amortization 21,66¢ 17,424 12,74
Amortization of premium/discount 3,55¢ 6,80¢ 3,96¢
Deferred income taxes (20,50¢) (9,972) 6,60€
Stock-based compensation 13,93¢ 13,72¢ 10,59t
Excess tax benefit of option exercises (2,590 (10,05%) (19,096
Loss on impairment of student loans receivable 1,99¢ — —
Net realized gain on sale of marketable securities (63) — —
Loss on termination of leased space 32¢ — —
Loss on disposal of fixed assets 751 1,152 13
Changes in operating assets and liabilities:
Accounts receivable (34,349 (81,577 (60,587)
Prepaid expenses and other current assets (2,41)) (2,056 (2,109
Student loans receivable 291 (3,77¢) (8,177)
Other long-term assets (412 2,131 258
Accounts payable and accrued liabilities 13,68’ 12,10( 27,50¢
Deferred revenue and student deposits (41,607 (10,389 11,87(
Other liabilities (184 8,77z 5,882
Uncertain tax position (1,87¢) 784 57
Net cash provided by operating activities 75,53¢ 143,18! 220,80¢
Cash flows from investing activities
Capital expenditures (14,825 (25,29¢) (34,49
Purchases of investments (26,759 (179,38) (337,089
Restricted cash — 25 —
Capitalized costs for intangible assets (19,569 (5,262 (3,52))
Sales and maturities of investments 176,34 186,91: 167,04¢
Net cash provided by (used in) investing activities 115,19¢ (23,009 (208,049
Cash flows from financing activities
Proceeds from exercise of stock options 10,46« 2,257 4,88¢
Tax withholdings related to net exercise of stopkans (9,170 (10,419 —
Excess tax benefit of option exercises 2,59( 10,05¢ 19,09¢
Proceeds from the issuance of stock under emplstpet purchase plan 1,23¢ 1,34( 1,33(
Proceeds from the exercise of warrants 231 49C 10€
Tax withholdings related to net exercise of warsant — (944) —
Issuance of restricted stock (1,080 (313 —
Repurchase of common stock (201,499 (602) (92,779
Net cash provided by (used in) financing activities (197,22) 1,86¢ (67,357
Net increase (decrease) in cash and cash equisalent (6,497%) 122,04 (54,59Y)
Cash and cash equivalents at beginning of period 255,96! 133,92: 188,51t
Cash and cash equivalents at end of period $ 249,47. $ 255,96! $ 133,92:
Supplemental disclosure of cash flow information
Cash paid for interest $ 14€ $ 13¢ % 56
Cash paid for income taxes $ 38,64: $ 65,07 $ 76,73
Supplemental disclosure of non-cash transactions:
Purchase of equipment included in accounts payaideaccrued liabilities $ 13¢ % 50¢ $ 2,48¢

The accompanying notes are an integral part oktheasolidated financial statements.

79




BRIDGEPOINT EDUCATION, INC.

Notes to Annual Consolidated Financial Statements

1. Nature of Business

Bridgepoint Education, Inc. (together with its sidisries, the “Company”), incorporated in 1999aiprovider of postsecondary education services. Its
wholly-owned subsidiaries, Ashford University anditkrsity of the Rockies, are regionally accredi@ddemic institutions that offer associate's, bhts,
master's and doctoral programs online, as welt #eed# traditional campuses located in lowa antb@uwlo, respectively.

2. Summary of Significant Accounting Policies
Principles of Consolidatior

The consolidated financial statements include tw@ants of Bridgepoint Education, Inc. and its vijr@wned subsidiaries. Intercompany transactions
been eliminated in consolidation.

Use of Estimates

The preparation of the consolidated financial statets in conformity with accounting principles geally accepted in the United States of America
(“GAAP”) requires management to make estimatesassdimptions that affect the reported amounts icdnsolidated financial statements. Actual resuétsd
differ from those estimates.

Reclassifications

Certain reclassifications have been made to ther paars' financial statements to conform to theent year presentation. These reclassificatiodsnoa
effect on previously reported total operating exge=nor retained earnings.

Cash and Cash Equivalents

Cash and cash equivalents is comprised of casbthed short-term highly liquid investments that egadily convertible into known amounts of cashe Th
Company considers all highly liquid investmentshwitaturities of three months or less at the timpusthase to be cash equivalents.

Investments

As of December 31, 2013, the Company held shatt@mg-term investments which consisted of demastds) corporate notes and bonds and certificates
of deposit. The Company's investments are denoednatU.S. dollars, investment grade and readilyketable. The Company considers as current agsese t
investments which will mature or are likely to kmdsin less than one year.

The Company has classified its investments asregtveglable-for-sale or held-to-maturity. Availadter-sale securities are carried at fair value as
determined by quoted market prices, with unrealg&ids and losses, net of tax, reported as a gepaymponent of comprehensive income and stocktsllde
equity. Held-to-maturity securities are carriedutortized cost. Amortization of premiums, accretwddiscounts, interest and realized gains ancekase
included in other income, net in the consolidatatesnent of income.

The Company regularly monitors and evaluates takzeble value of its investments. If events andwnstances indicate that a decline in the value of
these assets has occurred and is other-than-temptia Company would record a charge to otherrmgmet in the consolidated statement of income.

Fair Value Measurements

The Company uses the three-tier fair value hiesavdhich prioritizes the inputs used in measuring¥alue. These tiers include: Level 1, defined as
observable inputs such as quoted prices in actarkets; Level 2, defined as inputs other than glipteces in active markets that are either obsédevadipectly ol
indirectly, through market corroboration, for swdrdtally the full term of the financial instrumenmtad Level 3, defined as unobservable inputs ircivhitle or nc
market data exists, therefore requiring an entitgeévelop its own assumptions. The Company's L2warestments are valued using readily
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available pricing sources which utilize market alable inputs, including the current interest fatesimilar types of instruments. During the yeansled
December 31, 2013 and 2012 , there were no transfer out of any fair value level of measurement.

Accounts Receivable and Allowance for Doubtful Acous

Accounts receivable consists of student accountsvable, which represent amounts due for tuittmurse digital materials, technology fees and dibes
from currently enrolled and former students. Stuslgenerally fund their education through grant¥@nloans under various Title IV programs, tuition
assistance from military and corporate employengevsonal funds. Payments are due on the respectivge start date and are considered past duecgidrg tc
the respective course start date. An account isidered delinquent 120 days subsequent to the estasg date.

Accounts receivable are stated at the amount mamagfeexpects to collect from outstanding balanEesaccounts receivable, an allowance for doubtful
accounts is estimated by management and is prihcipesed on historical collection experience adl e (i) an assessment of individual accountsivatée
over a specific aging and amount, (ii) consideratibthe nature of the receivable accounts andp@tential changes in the business or economiz@mment.
The provision for bad debts is recorded withinitigtructional costs and services line in the cadateéd statements of income. The Company chardes of
uncollectable accounts receivable when the stualsrdunt is deemed uncollectable by internal cabeatfforts or by a third party collection agency.

Student Loans Receivable and Loan Loss Rese

Student loans receivable consist of loans to gedl$tudents and have a repayment period of 1Gyean the date of graduation or withdrawal frora th
Company's institutions. The interest rate chargedtodent loans is a fixed rate of either 4.5%.6%®depending upon the repayment plan selectéide Iftudent
selects the rate of 0.0% , the student must payp#b@onth on the loan while enrolled in school dadng the six months of grace period (after gedidun or
withdrawal) before the repayment period beginsit@n0.0% student loans, the Company imputes iritesisg the rate that would be used in a market
transaction with similar terms. Interest incomestudent loans is recognized using the effectiver@sgt method and is recorded within other incoregjmthe
consolidated statements of income. Revenue recegmédated to student loans was immaterial duradhef the years ended December 31, 2013, 2012 and
2011, respectively.

Student loans receivable are stated at the amoamagement expects to collect from outstanding lakrior tuition related student loan receivaliles,
Company estimates an allowance for doubtful acaywimilar to that of accounts receivable, basefl)aan assessment of individual loans receivakitr a
specific aging and amount, (ii) consideration & tature of the receivable accounts, (iii) potémtienges in the business or economic environnmeh{(is)
related FICO scores and other industry metrics.r€ksted provision for bad debts is recorded withiminstructional costs and services line in thiesolidated
statements of income.

For non-tuition related student loans, the Compatilizes an impairment methodology. Under this roéitlogy, management determines whether a loan
would be impaired if the Company will be unablettlect all amounts due in accordance with the mtial terms of the individual loan agreementsThi
assessment is based on an analysis of severaldanttuding aging history and delinquency trenditing risk characteristics, credit quality and Ip&nformance
of the specific loans, as well as current econauiwditions and industry trends. Credit qualityssessed at the outset of a loan, based upon FI&® daring
the loan application process. The Company considars to be impaired when they reach a delinqustatys that requires specialized collection efforhe
Company defines delinquency for loans as beingtisdents who are no longer active, having amotatsare past due and having the last activity rtiwaa 12(
days old. The Company records a loss reserve éoiuthbook value of the impaired loans. For tharyended December 31, 2013, there was $2.0 million
recorded for loan loss reserves. The loan losswvesg maintained at a level deemed adequate byagement based on a periodic analysis of the indalitbans
and is recorded within the instructional costs sexlices line in the consolidated statements afrime
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Property and Equipmen

Property and equipment are recognized at costleasmnulated depreciation. Depreciation is compugidg the straight-line method based on estimated
useful lives of the related assets as follows:

Buildings 39 year:
Furniture and office equipment 3 -7 year:
Software 3 years
Vehicles 5 years

Leasehold improvements are amortized using thebtrine method over the shorter of the lease terrine estimated useful lives of the assets. Upen
retirement or disposition of property and equipméme related cost and accumulated depreciaticeni®ved and a gain or loss is recorded in the dinfaged
statements of income. Repairs and maintenance aastxpensed in the period incurred.

Leases

Leases are evaluated and classified as eithertoppma capital leases. Leased property and equipmeeting certain criteria are capitalized, arel th
present value of the related lease payments ignéxed as a liability on the consolidated balarfeess. Amortization of capitalized leased assetsiisputed on
the straight-line method over the term of the learsihe life of the related asset, whichever is&ro

If the Company receives tenant allowances fromehsor for certain improvements made to the lepsegerty, these allowances are capitalized as
leasehold improvements and a long-term liabilitgsgablished. The long-term liability is amortizatla straight-line basis over the correspondingde¢arm. The
Company records rent expense on a straight-linis basr the initial term of a lease. The differehetween the rent payment and the straight-lineeepense is
recorded as either a short-term or long-term lighil

The Company recognizes liabilities for exit andpdisal activities on non-cancelable lease obligatatrfair value in the period the liability is imoed. For
the noneancelable lease obligations, the Company recbelslbligation when the contract is terminated icoadance with the contract terms. For the yeare
December 31, 2013, there was $1.1 million recofdetease exit costs.

Goodwill and Other Intangible Assets

The Company tests goodwill and indefinite-livecaimyible assets for impairment annually, in the togquarter of each fiscal year, or more frequetitly
events and circumstances warrant.

The Company adopted accounting guidance which fiegpphow an entity tests goodwill for impairmefihe Company first assesses qualitative factors,
such as deterioration in general economic conditmmegative company financial performance, temeine whether it is more likely than not that thie value
of a reporting unit is less than its carrying amoiitne Company's assessment of goodwill duringdbeth quarter of fiscal 2013 indicated that thexere no
significant negative qualitative indicators, andréfore, goodwill was not impaired. There have beimpairment losses recognized by the Compangrigr
periods presented. If negative qualitative indicsittad been noted above, the Company would thehtnegssess the fair value of its reporting umitdeétermine
whether they were in excess of the carrying values.

To evaluate the impairment of the indefinite-liiathngible assets, the Company assessed the fa@ ghthe assets to determine whether they were in
excess of the carrying values. Determining theviaiue of indefinite-lived intangible asset is judental in nature and involves the use of signifiestimates
and assumptions. These estimates and assumpt®irgharently uncertain, and can include such itasngrowth rates used to calculate projected futash
flows, risk-adjusted discount rates, future ecormanid market conditions, as well as determinatfoappropriate market comparables. The Company's
assessment of indefinite-lived intangible assetsduhe fourth quarter of fiscal 2013 did not fésu any impairment. There have been no impairnhesges
recognized by the Company for any periods presented
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The Company also has definite-lived intangible &ssehich primarily consist of purchased intangibdend capitalized curriculum development costs. The
definite-lived intangible assets are recognizecbat less accumulated amortization. Amortizatiotoisiputed using the straight-line method basedstmated
useful lives of the related assets.

Impairment of Lonc-Lived Assets

The Company assesses potential impairment toritslived assets when there is evidence that ewerthanges in circumstances indicate that the icayry
amount of an asset may not be recoverable. An immesit loss is recorded when the carrying amoutti@fongtived asset is not recoverable and exceeds it
value. The carrying amount of a long-lived assetoisrecoverable if it exceeds the sum of the wudiated cash flows expected to result from theanske
eventual disposition of the asset. Any requiredaimpent loss is measured as the amount by whichahging amount of a long-lived asset exceedsviaine
and is recorded as a reduction in the carryingevafithe related asset and an expense to operasnlis. During the fourth quarter of 2013 , ther(pany
recognized an impairment charge of $0.7 milliowtiie-off certain fixed assets as part of leas¢ eosts.

Revenue and Deferred Reven

The Company's revenue consists of tuition, techgyofees, course digital materials and other miacelbus fees. Tuition revenue is deferred and rezed
on a straight-line basis over the applicable peobihstruction net of scholarships and expectéands, with the exception of an online studentst ftourse, per
degree level, at Ashford University. Effective fretfourth quarter of 2012, an online student's ficgirse per degree level at Ashford Universitisfahder a
three -week conditional admission period in which tevenue is deferred until the student matrieslatito the course.

The Company's institutions' online students geheeairoll in a program that encompasses a serifis®fo six -week courses which are taken
consecutively over the length of the program. Wi exception of those students under conditiodadission, the online students are billed on a paymeriod
basis on the first day of class. The Company'stinigins' campus-based students enroll in a progh&thencompasses a series of nine -week owé6ék course:
Campus-based students are billed at the begintiiegat term.

If a student's attendance in a class precedegtept of cash from the student's source of fundimg Company establishes an account receivable and
corresponding deferred revenue in the amount ofuitien due for that payment period. Cash receigigider directly from the student or from the stitkesourc
of funding reduces the balance of accounts rec&die from the student. Financial aid from soumiesh as the federal government's Title IV prograersains
to the online student's award year and is genedaliged into two disbursement periods. As suckhegisbursement period may contain funding forafotr
courses. Financial aid disbursements are typicatigived during the online student's attendandtedriirst or second course. Since the majorityistbdrsements
cover more courses than for which a student iseatly enrolled, the amount received in excess 8ffely represents a prepayment from the onlineesttifor up
to four courses. At the end of each accountingogethe deferred revenue and student depositsedatddd account receivable balances are reduceg$emnt
amounts attributable to the current course.

For those students under conditional admissionstilgent is not obligated for payment until aftegit conditional admission period has lapsed, soetis
no required refund. For all subsequent coursesCtrepany records a provision for expected refumdsraduces revenue for the amount that is expectbd
subsequently refunded. Provisions for expectechdsfinave not been material to any period presettadtudent withdraws from a program prior tpedfied
date, a portion of such student's tuition is refuchd

The Company records technology fees, which aretiomestart up fees charged to each new online studther than military, scholarship students or
certain corporate reimbursement students. Techgpdixgrevenue is recognized ratably over the awexgected enroliment of a student. Effective Jgnlia
2013, Ashford University eliminated the otiee technology fee charged students and repldceithi a per course charge. The per course techndie revenu
is recognized on a straight-line basis over thdiegiple period of instruction. Other miscellanedess include fees for course content and textbaakisother
services, such as commencements, and are recogminedielivery of the goods or when the relatediseris performed.
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Workers Compensation

The Company records a gross liability for estimatedkers compensation claims, incurred but notrgported, as of each balance sheet date. The Cyr
also records the gross insurance recoverable duediwidual claim amounts. This is recorded a®#rer asset and as an equal accrued liability.stdye-loss
premium is determined annually, but invoiced anid pa a quarterly basis. The related insurance s are expensed ratably over the coverage period.

Income Taxes

The Company accounts for its income taxes usindjabéity method whereby deferred tax assets aathilities are determined based on temporary
differences between the bases used for finangi@irtiég and income tax reporting purposes. Defeimedme taxes are provided based on the enactadties
expected to be in effect at the time such tempatdfgrences are expected to reverse. A valuatiiowance is provided for deferred tax assetsig inore likely
than not that the Company will not realize thoseassets through future operations.

The Company evaluates and accounts for uncertaipdsitions using a twetep approach. Recognition (step one) occurs wie@ompany concludes tt
a tax position, based solely on its technical ragist more-likely-than-not to be sustained upom@ration. Measurement (step two) determines theuautnof
benefit that is greater than 50% likely to be =i upon ultimate settlement with a taxing autlydhiait has full knowledge of all relevant infornuati
Derecognition of a tax position that was previouslyognized would occur when the Company subselyudeitermines that a tax position no longer mefets t
more-likely-than-not threshold of being sustained.

Stock-Based Compensation

Stock-based compensation expense is measuredgrattitedate fair value of the award and is expensed the vesting period. The Company estimates the
fair value of stock options on the grant date usirgBlack-Scholes option pricing model. Determinihe fair value of stockased awards at the grant date u
this model requires judgment, including estimatiogatility, employee stock option exercise behasiand forfeiture rates. The assumptions used oulzding
the fair value of stock-based awards represenCtmpany's best estimates, but these estimates/@irdierent uncertainties and the application ofagement
judgment. The fair value of the Company's restda®ck units is based on the market price ofatamon stock on the date of gra

The amount of stock-based compensation expensgnizea during a period is based on the portiomefawards that are ultimately expected to vest. The
Company estimates award forfeitures at the timgrait and revises those estimates in subsequeatipéf actual forfeitures differ from those esties The
Company's equity plans require that option awaed®fan exercise price that equals or exceedsdsanglprice of the Company's common stock, as tegdry
the NYSE, on the date of grant.

Stock-based compensation expense for stock anardsarded in the consolidated statement of incoreieof estimated forfeitures, using the graded
vesting method over the requisite service periddeerespective stock awards.

Instructional Costs and Service

Instructional costs and services consist primarilgosts related to the administration and delivafrthe Company's educational programs. This ex@ens
category includes compensation for campus-basedtyeend administrative personnel, costs associatddonline faculty, curriculum and new program
development costs, financial aid processing costfinology license costs, bad debt expense ansgl @ssbciated with other support groups that proseéateices
directly to the students. Instructional costs aaises also include an allocation of informatienhtnology, facility, depreciation and amortizatawsts.
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Admissions Advisory and Marketin

Admissions advisory and marketing costs includememsation of personnel engaged in marketing andite®nt, as well as costs associated with
purchasing leads and producing marketing matei$alsh costs are generally affected by the costheérising media and leads, the efficiency of tlenpany's
marketing and recruiting efforts, compensationtfer Company's enroliment personnel and expenditnesgivertising initiatives for new and existingidemic
programs. Admissions advisory and marketing cdstsiaclude an allocation of information technologgcility, depreciation and amortization costs.

Advertising costs, a subset of admissions adviaagd/marketing costs, consists primarily of marlgterads and other branding and promotional actwiti
These advertising activities are expensed as ieduor the first time the advertising takes platpending on the type of advertising activity. Adiging costs
were $76.5 million , $103.7 million and $84.0 nahi for the years ended December 31, 2013, 2012@h#l, respectively.

General and Administrative

General and administrative expenses include conapiensof employees engaged in corporate managefireanrice, human resources, compliance and
corporate functions. General and administrativeeegps also include professional services feeltead entertainment expenses and an allocation of
information technology, facility, depreciation aachortization costs.

Earnings Per Share

Basic earnings per common share is calculated\bglidg net income available to common stockholdsrshe weighted average number of common
shares outstanding for the period. Diluted earnprggscommon share is calculated by dividing nedime available to common stockholders by the suf) tfie
weighted average number of common shares outs@uadiring the period and (ii) potentially dilutivecurities outstanding during the period, if theseffis
dilutive. Potentially dilutive common shares cohsisincremental shares of common stock issuabtmupe exercise of the stock options and warramisugpon
the settlement of restricted stock units.

Segment Informatior

The Company operates in one reportable segmensiagla educational delivery operation using a ¢of@structure that serves the curriculum and
educational delivery needs of both its campus-baseéldonline students regardless of geography. Tmepany's chief operating decision maker, its CE® an
President, manages the Company's operations asle,\v@ind no revenue, expense or operating incofomiation is evaluated by the chief operating deois
maker on any component level.

Comprehensive Income

Comprehensive income consists of net income aref gihins and losses affecting stockholders’ edhiy, under GAAP, are excluded from net income.
For the year ended December 31, 2013, such itemsigted of unrealized gains and losses on invegime
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The following table summarizes the components béotomprehensive gain (loss) and the relatedffagte for the years ended December 31, 2013 , 2012
and 2011 (in thousands):

December 31, 2013
Before-Tax Amount Tax Effect Net-of-Tax Amount
Unrealized losses on investments $ 280 $ 106 $ 174

December 31, 2012
Before-Tax Amount Tax Effect Net-of-Tax Amount
Unrealized gains on investments $ 1,30C $ (487 $ 817

December 31, 2011

Before-Tax Amount Tax Effect Net-of-Tax Amount
Unrealized losses on investments $ (94€) $ 351 (595)

The Company reclassed $63 thousand out of othepi@rtensive income for the year ended December(®1 2relating to the net realized gain on the sale
of securities.

Recently Adopted Accounting Pronouncemel

In July 2013, the Financial Accounting Standardamd“FASB”) issued Accounting Standards UpdateStX) No. 2013-11, ‘Incomes Taxes (Topic
740): Presentation of an Unrecognized Tax Benefiekiva Net Operating Loss Carryforward, a SimilaxTass, or a Tax Credit Carryforward ExistsASU
2013-11 addresses the diversity in practice reggrfihancial statement presentation of an unreaeghtfax benefit when a net operating loss carrydodwa
similar tax loss, or a tax credit carryforward éxis'he guidance requires an unrecognized tax ieoeé portion of, to be presented in the finahstatements i
a reduction to the related deferred tax asset fmt@perating loss carryforward, a similar ta>s|aw a tax credit carryforward. To the extentrieeoperating los
carryforward, a similar tax loss, or a tax creditrgforward is not available at the reporting datsettle any additional income taxes that wousdiltefrom the
disallowance of a tax position. The unrecognizedbienefit should be presented in the financiaksteints as a liability and not as a reduction ofé¢fegted
deferred tax asset. The amendments in this stardareiffective for reporting periods beginning aflecember 15, 2013, with early adoption permitigue
Company adopted ASU 2013-11, effective Januanp142and does not believe that such adoption &ileha material effect on its consolidated financial

statements.
3. Investments

The following table summarizes the fair value imfation of short and long-term investments as ofébdwer 31, 2013 and 2012 , respectively (in
thousands):

December 31, 2013

Level 1 Level 2 Level 3 Total
Demand notes $ — 3 71¢ $ — 3 71¢
Corporate notes and bonds — 16,24« — 16,24«
Certificates of deposit — 90,00( — 90,00(
Total $ —  $ 106,96: $ —  $ 106,96
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December 31, 2012

Level 1 Level 2 Level 3 Total
Demand notes $ — 3 415 $ — 3 415
Corporate notes and bonds — 148,80: — 148,80:
Certificates of deposit $ —  $ 109,48¢ $ —  $ 109,48¢
Total $ — 3 258,70 % — 3 258,70!

The tables above include amounts related to investsiclassified as other investments, such adicatéis of deposit, which are carried at amortizest.
The amortized cost of such investments approximiiedalue at each balance sheet date. The asgmaptsed in these fair value estimates are coresides
other observable inputs and are therefore categpbazs Level 2 measurements under the accountingmge. The balances of such other investments $&&r@
million and $109.5 million as of December 31, 20E&d December 31, 2012 , respectively.

The following table summarizes the differences leetivamortized cost and fair value of short and-kemgy investments as of December 31, 2013 and
2012, respectively (in thousands):

December 31, 2013

Gross unrealized

Maturities in Years Amortized Cost Gain Loss Fair Value

Short-term

Demand notes lyearorles $ 71¢ % — 3 — 3 71¢

Corporate notes and bonds 1 year or les 5,132 50 — 5,182

Certificates of deposit 1 year or les 60,00( — — 60,00(
Long-term

Corporate notes and bonds 3 years or les 11,037 25 — 11,06:

Certificates of deposit 3 years or les 30,00( — — 30,00(
Total $ 106,88¢ $ 7% —  $ 106,96!

December 31, 2012
Gross unrealized
Maturities in Years Amortized Cost Gain Loss Fair Value

Short-term

Demand notes lyearorles $ 41t $ — 3 — 3 41F

Corporate notes and bonds 1 year or les 126,80¢ 282 (25) 127,06

Certificate of deposit 1 year or les 9,48¢ — — 9,48¢
Long-term

Corporate notes and bonds 3 years or les 21,64: 117 (20 21,73t

Certificate of deposit 3 years or les 100,00( — — 100,00(
Total $ 258,35, % 39¢ $ 45 $ 258,70!

As of December 31, 2013, there were no investntbatswere in an unrealized loss position for gitees than, or greater than, 12 months. Therenwas
impairment considered other-than-temporary asntase likely than not the Company will hold the weiies until maturity or a recovery of the cossizaThe
Company accumulates unrealized gains and losste@vailable-for-sale debt securities, net of tlaaccumulated other comprehensive gain (lost)en
stockholders’ equity section of the Company's begasheets. As of December 31, 2012, six of thef@@myis investments were in an unrealized
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loss position for less than 12 months. There wersmestments that were in an unrealized loss iposior greater than 12 months.

4. Accounts Receivable

Accounts receivable, net, consist of the follow{imgthousands):

As of December 31,

2013 2012
Accounts receivable $ 70,66¢ $ 114,03¢
Less allowance for doubtful accounts 42,10: 46,66¢
Accounts receivable, net $ 28,56¢ $ 67,37:

There are an immaterial amount of accounts rec&hatbeach balance sheet date with a payment deefigreater than one year.

The following table presents the changes in th@aahce for doubtful accounts for accounts recew &l the periods indicated (in thousands):

Beginning Charged to Ending
Balance Expense Deductions(1) Balance
Allowance for doubtful accounts receivable:
For the year ended December 31, 2013 $ 46,66¢ $ 72,49 $ (77,060 $ 42,10¢
For the year ended December 31, 2012 35,58 73,58: (62,500) 46,66¢
For the year ended December 31, 2011 28,06¢ 57,07% (49,559 35,587

(1) Deductions represent accounts written off, neeobvreries
5. Student Loan Receivables

Student loans receivable, net, consist of the ¥ahg (in thousands):

As of December 31,

Short-term: 2013 2012
Student loans receivable (non-tuition related) $ 587 §$ 42€
Student loans receivable (tuition related) 621 167
Current student loans receivable 1,20¢ 59t

Less allowance for doubtful accounts 16E 39

Student loans receivable, net $ 1,04: $ 55€

As of December 31,

Long-term: 2013 2012
Student loans receivable (non-tuition related) $ 7341 $ 9,27¢
Student loans receivable (tuition related) 6,417 8,171
Non-current student loans receivable 13,76¢ 17,45(

Less allowance for doubtful accounts 1,97¢ 2,307

Student loans receivable, net $ 11,788  $ 15,14:
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Student loans receivable is presented net of daterkdiscount, and the balances approximated/édire at each balance sheet date. The Company
estimated the fair value of the student loans wt®é by discounting the future cash flows usingent rates for similar arrangements. The assumgtised in
this estimate are considered unobservable inputssntherefore categorized as Level 3 measurermader the accounting guidance.

The following table presents the changes in tt@aalhce for doubtful accounts for student loansivedxe (tuition related) for the periods indicat@u
thousands):

Beginning Charged to Ending
Balance Expense Deductions(1) Balance
Allowance for doubtful student loans receivable:
For the year ended December 31, 2013 $ 2,346 % (182 $ a9 $ 2,14t
For the year ended December 31, 2012 2,37¢ 11& (247 2,34¢
For the year ended December 31, 2011 93C 1,43¢ 14 2,37¢

(1) Deductions represent accounts written off, neecbveries

For the nortuition related student loans receivable, the Cangpaonitors the credit quality using credit scoiging history and delinquency trending. -
loan reserve methodology is reviewed on a quartasis. Delinquency is the main factor in deterngnif a loan is impaired. If a loan were determitede
impaired, interest would no longer accrue. Forythar ended December 31, 2013 there was $2.0 méfidmans that were impaired, and for the yearsdnd
December 31, 2012 and 2011 , respectively, no leems impaired. As of December 31, 2013 , an imnatamount of loans had been placed on non-accrual
status.

As of December 31, 2013, the delinquency statugads student loans receivable was as followth(insands):

Less than 120 days $ 16,99¢
From 120 - 269 days 1,23¢
Greater than 270 days 2,132
Total gross student loans receivable 20,36¢
Less: Amounts reserved or impaired (4,147
Less: Discount on student loans receivable (3,397
Total student loans receivable, net $ 12,82¢

6. Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets coftist following (in thousands):

As of December 31,

2013 2012
Prepaid expenses $ 10,81¢ $ 9,361
Prepaid licenses 5,83¢ 5,86¢
Prepaid insurance 1,131 1,13¢
Interest receivable 86 2,221
Other current assets 3,50¢ 1,22¢
Total prepaid expenses and other current assets $ 21,36¢ $ 19,81(
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7. Property and Equipment, Net

Property and equipment, net, consist of the folimain thousands):

As of December 31,

2013 2012

Land $ 7,001 $ 7,091
Buildings 28,91¢ 25,43(
Furniture and office equipment 84,85: 79,65¢
Software 10,07¢ 6,052
Leasehold improvements 24,36( 23,75¢
Vehicles 147 147

Total property and equipment 155,44 142,13¢
Less accumulated depreciation and amortization (64,01¢) (46,16)

Total property and equipment, net $ 91,42t $ 95,96¢

Depreciation and amortization expense associatédpsperty and equipment totaled $ 18.2 milligh1,5.9 million and $ 12.1 million for the years edd
December 31, 2013, 2012 and 2011 , respectively.

8. Goodwill and Intangibles, Net

Goodwill and intangibles, net, consist of the fallng (in thousands):

December 31, 2013

Definite-lived intangible assets: Gross Carrying Amount Accumulated Amortization Net Carrying Amount
Capitalized curriculum costs $ 14,54 $ (5,035 $ 9,50k
Purchased intangible assets 15,857 (1,059 14,80¢
Total definite-lived intangible assets $ 30,397 $ (6,080 $ 24,31;
Goodwill and indefinite-lived intangibles 2,567
Total goodwill and intangibles, net $ 26,87¢

December 31, 2012

Definite-lived intangible assets: Gross Carrying Amount Accumulated Amortization Net Carrying Amount
Capitalized curriculum costs $ 9,977 $ (1,829 $ 8,154
Purchased intangible assets $ 857 §$ (839 $ 18
Total definite-lived intangible assets $ 10,83¢ $ (2,662) $ 8,172
Goodwill and indefinite-lived intangibles 2,567
Total goodwill and intangibles, net $ 10,73¢

In addition to capitalized curriculum developmeosts in 2013, on October 31, 2013, the Companyeshiato an agreement (the “Forbes Agreement”) to
license certain trademarks and print and onlingargnas well as other intellectual property, fee in Ashford University's bachelor’'s and mastbtsiness
programs. The Forbes Agreement has an initial #ar-yerm, with an option to renew. During the fougtiarter of 2013, the Company made a payment®f $1
million as an intangible asset as of December 8132vhich will be amortized over the life of theregment. Additionally, the Company will pay royefi
beginning 2014, based on a percentage of annuahues attributable to Ashford University’s business
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related programs, subject to a $2.5 million anmui@imum. The Company does not plan to capitalizefature costs to renew or extend the term of touaed
intangible assets.

For the years ended December 31, 2013, 2012 2@hH, amortization expense was $3.4 million , $iilion , and $0.6 million respectively. The
following table summarizes the estimated remairingrtization expense as of each fiscal year endkvy(in thousands):

Year Ended December 31,

2014 $ 5,14%
2015 3,99t
2016 2,23¢
2017 1,23:
2018 1,23:
Thereafter 10,47¢
Total future amortization expense $ 24,31

9. Accrued Liabilities

Accrued liabilities consist of the following (indhsands):

As of December 31,

2013 2012
Accrued salaries and wages $ 12,79C $ 11,58¢
Accrued bonus 2,27 1,60:
Accrued vacation 9,69¢ 8,99¢
Accrued litigation and fees 8,00( —
Accrued expenses 19,08: 15,92+
Rent liability 2,44¢ —
Accrued income taxes payable 46€ 6,53t
Total accrued liabilities $ 54,75¢  $ 44,64(

There was a reduction in force during the secoradtquof 2013 to help better align personnel resemiwvith the impact of previously announced
institutional initiatives regarding enroliments. Wognized $5.9 million of severance costs foresagnd benefits during the second quarter for#uaction in
force. The total severance amount was charged.8diflion to instructional costs and services,3billion to admissions advisory and marketing expenses
$0.8 million to general and administrative expen3égse costs were fully paid during the third ¢ermof 2013 from existing cash on hand.

10. Deferred Revenue and Student Deposits

Deferred revenue and student deposits consisedbttowing (in thousands):

As of December 31,

2013 2012

Deferred revenue $ 29,27¢  $ 44,967

Student deposits 103,51: 130,09(
Total deferred revenue and student deposits $ 132,79 $ 175,05

91




BRIDGEPOINT EDUCATION, INC.

Notes to Annual Consolidated Financial StatementsContinued)

11 . Credit Facilities

On April 13, 2012, the Company entered into a $50an revolving line of credit (“Facility”) pursuat to an Amended and Restated Revolving Credit
Agreement (“Revolving Credit Agreement”) with thenters signatory thereto and Comerica Bank (“Cara&ias administrative agent for the lenders.hat t
Company's option, the Company may increase theosittee Facility up to $100 million (in certain niinum increments), subject to the terms and conustiof
the Revolving Credit Agreement. Additionally, ther@pany may request swing-line advances under tbiéitFaip to $3 million in the aggregate.

Under the Revolving Credit Agreement and the dogumexecuted in connection therewith (collectivéhg “Facility Loan Documents”), the lenders have
agreed to make loans to the Company and issuesleiteredit on the Company's behalf, subject éotédims and conditions of the Facility Loan Docutaemhe
Facility has a term of three years and matures anil A3, 2015. Interest and fees accruing undeiFgglity are payable quarterly in arrears andgpal is
payable at maturity. The Company may terminateFdglity upon five days notice, without premiumpmnalty, other than customary breakage fees.

For any advance under the Facility, interest vatiraie at either the “Base Rate” or the “Eurodoiased Rate,” at the Company's option. The Base Rate
means, for any day, 0.5% plus the greatest oth@ prime rate for such day, (2) the Federal Fiféictive Rate in effect on such day, plus 1.0%d €3) the
daily adjusting LIBOR rate, plus 1.0% . The Eurddebased Rate means, for any day, 1.5% plus théeqt of (1) the LIBOR Rate, divided by (2) a pemtage
equal to 100% minus the maximum rate on such datigh the Agent is required to maintain resemesEurocurrency Liabilities” as defined in Regutex D
of the Board of Governors of the Federal Resenge®y. For any advance under the swing line, inteviisaccrue at either the Base Rate or, if madlable tc
the Company by the swing line lender, at the Iesdgption, a different rate quoted by such lenBer.any letter of credit issued on the Companytabeinder
the New Facility, the Company is required to pdgeof 1.50% of the undrawn amount of such letfaredit plus a letter of credit facing fee. ThenGmany is
also required to pay a facility fee of 0.25% of #ygregate commitment then in effect under theliBgaivhether used or unused.

The Facility Loan Documents contain other custonadfiymative, negative and financial maintenanceer@nts, representations and warranties, events of
default, and remedies upon an event of defaullidtieg the acceleration of debt and the right teétose on the collateral securing the Facilitye Tompany
was in compliance with all financial covenantshe t.oan Documents as of December 31, 2013 and 2012

As security for the performance of the Companylgatbions under the Facility Loan Documents, thenpany granted the lenders a first priority security
interest in substantially all of the Company's &ssacluding its real property which is worth $talllion as of December 31, 2013 .

As of December 31, 2013, and up through the ddfiéiray, the Company had no borrowings outstandimgler the line of credit. As of December 31,
2013, the Company used the availability undefitreof credit to issue letters of credit aggregat$5.8 million .

Surety Bond Facility

As part of its normal business operations, the Gomgps required to provide surety bonds in cerssidtes in which the Company does business. As of
December 31, 2013 , the Company's total availaiiety bond facility was $12.0 million and the syrkad issued bonds under the facility totaling $6ilion
on the Company's behalf.

12. Lease Obligations
Operating leases

The Company leases certain office facilities arfitefequipment under non-cancelable lease arrangsriteat expire at various dates through 2023. The
office leases contain certain renewal options. R&pense under non-cancelable operating leasegamants is accounted for on a straight-line bawistataled
$37.1 million , $36.8 million and $31.7 million ftine years ended December 31, 2013, 2012 and,2@%pectively.
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The following table summarizes the future minimwental payments under non-cancelable operating Er@argements in effect at December 31, 2013 (in
thousands):

Year Ended December 31,

2014 $ 36,96:
2015 37,22¢
2016 37,29:
2017 37,36
2018 34,07
Thereafter 41,72
Total minimum payments $ 224,63t

13. Earnings Per Share

Basic earnings per common share is calculated\iglidg net income available to common stockholdsrshe weighted average number of common st
outstanding for the period.

Diluted earnings per common share is calculateditiging net income available to common stockhaotdey the sum of (i) the weighted average numb
common shares outstanding for the period and @tgmtially dilutive securities outstanding duritg tperiod, if the effect is dilutive. Potentiallijudive securitie
for the periods presented may include incrememiales of common stock issuable upon the exercisptains and warrants and upon the settlementstficeed
stock units.

The following table sets forth the computation aéic and diluted earnings per common share fopéhieds indicated (in thousands, except per shatia:

Year Ended December 31,

2013 2012 2011

Numerator:

Net income $ 41,01C $ 123,42: $ 172,76:
Denominator:

Weighted average number of common shares outs@gndin 53,92: 52,94 52,29:

Effect of dilutive options and restricted stocktsni 1,482 2,762 4,572

Effect of dilutive warrants 82 237 27C

Diluted weighted average number of common sharestanding 55,481 55,94¢ 57,13t
Earnings per common share:

Basic earnings per common share $ 0.7¢ $ 233 % 3.3C

Diluted earnings per common share 0.74 2.21 3.0z

For the periods indicated, the computation of dieitommon shares outstanding excludes certaik sfpitons to purchase shares of common stock for th
periods indicated because their effect was antitidi.

Year Ended December 31,

(in thousands) 2013 2012 2011
Options 3,00« 2,52¢ 1,332
Restricted stock units 3 — —
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14 . Stock-Based Compensation
Stock Options

The Company grants stock options from its 2009 IStocentive Plan (2009 Plan”). The compensatiomaogttee of the Company's board of directors, or
the full board of directors, determines eligibilityesting schedules and exercise prices for awgratged under the 2009 Plan. Options granted wthée2009
Plan typically have a maximum contractual term @fygars , subject to continuing service to the CamypOptions are generally granted with a fou@ar vestin
requirement, under which the option holder mustiooe providing service to the Company at eachinggieriod. All options granted in 2013 , 2012 &0d 1 ,
were awarded pursuant to the 2009 Plan. UnderQ@B® Plan, the number of authorized shares is sutgjeuitomatic increase, without the need for ferth
approval by the Company's board of directors aadk$olders each January 1, through and includingaky 1, 2019, pursuant to a formula containedénpian

Before the adoption of the 2009 Plan, the Compavarded options pursuant to the Company's Amendddrastated 2005 Stock Incentive Plan (“2005
Plan). Effective upon the closing of the Comparigital public offering, the 2005 Plan was ternmtieé and no further options may be issued underpiaat,
provided that all options then outstanding under2B05 Plan will continue to remain outstandingspant to the terms of the 2005 Plan and applicabberd
agreements.

The following table presents a summary of the stamtion activity in 2013 , 2012 and 2011 (in thowds, except for exercise prices and contractualser

Weighted-
Average
Weighted- Remaining
Average Contractual
Options Exercise Term Aggregate
Outstanding Price (in years) Intrinsic Value
December 31, 2010 10,198 $ 4.7€ 547 $ 147,54¢
Granted 1,29¢ 17.41
Exercised (3,070 1.5¢
Forfeitures and expired (139 17.6¢
December 31, 2011 8,28( 7.7C 5.90 127,30¢
Granted 1,59¢ 22.5¢
Exercised (3,12¢) 0.72
Forfeitures and expired (339) 19.7¢
December 31, 2012 6,412 14.1% 721 $ 9,01(C
Granted 48% 10.2:
Exercised (2,060 9.87
Forfeitures and expired (345) 20.6¢
December 31, 2013 5490 ¢ 14.2¢ 6.52 $ 28,76¢
Vested and expected to vest at December 31, 2013 543t $ 14.22 6.50 $ 28,58¢
Exercisable at December 31, 2013 3,80¢ $ 12.82 5.80 $ 23,82}

The Company has reserved 10.0 million shares ofmomstock for issuance upon the exercise of stptibes and settlement of restricted stock units
(“RSUs") (including outstanding stock awards) untter Company's equity incentive plans as of DecerBbe2013 . Shares issued from option exercisds an
settlements of RSUs are drawn from the authorizedibissued shares of common stock. During the geded December 31, 2013, there were 1.1 milliocks
options exercised with an intrinsic value of $9.dlion . The actual tax benefit realized from thesercises was $2.1 million . The Company alsogeized a
tax benefit shortfall of $0.6 million related t@sk options exercised at values lower than thegdlaompensation expense, and $0.5 million relatestiock
options that expired unexercised during the yearirg the year
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ended December 31, 2012 , there were 3.1 milliocksbptions exercised, with an intrinsic value 46% million . The actual tax benefit realized frtmese
exercises was $10.1 million . The Company alsogeized a tax benefit shortfall of $1.5 millioelated to stock options exercised at values Idhem the relate
compensation expense, and $0.2 million relatediatcksoptions that expired unexercised during theryBuring the year ended December 31, 2011 , there
3.1 million stock options exercised, with an insimvalue of $58.4 million . The actual tax beneditlized from these exercises was $19.1 million .

During the year ended December 31, 2013 and 28f@rpximately 137,000 and 53,000 stock optionsregpi

The fair value of each option award granted dutiregyears ended December 31, 2013 , 2012 and 2044 estimated on the date of grant using the Black
Scholes option pricing model. The Company's deteation of the fair value of share-based awardéfécged by the Company's common stock price as agll
assumptions regarding a number of complex and stitgevariables. Below is a summary of the assuomstused for the options granted in the years ételit

2013 2012 2011
Weighted average exercise price per share $ 102:  $ 22.5¢ % 17.41
Risk-free interest rate 1.C% 1.2% 2.5%
Expected dividend yield — — —
Expected volatility 58.9% 54.€% 52.1%
Expected life (in years) 5.8E 5.67 6.12
Forfeiture rate 5.C% 4.(% 4.(%
Weighted average grant date fair value per share $ 54¢ $ 11.2¢ $ 9.07

The risk-free interest rate is based on the cugrenilable rate on a U.S. Treasury zero-coupsadswith a remaining term equal to the expected tr
the option converted into a continuously compoundgel. The dividend yield reflects the fact tha @ompany has never declared or paid any cashedig&ion
its common stock and does not currently anticipatgng cash dividends in the future. The volatitifthe Company's common stock is based upon aéten
rate of the Company's historical volatility andttb&publicly-traded securities of a peer grougofparable companies in the Company's industry pElee
group volatility supplements the Company's hist@riolatility in order to calculate a volatility &h approximates the expected term used in the Blatloles
option pricing model. In evaluating comparabilitye Company considered factors such as indusagesif life cycle and size. The Company now hasigho
historical option exercise information to be aldeatcurately compute an expected term for use assumption in the Black-Scholes option pricing sipdnd
as such, its computation of expected term was ki using its own historical data.

The Company recorded $13.9 million , $13.7 millard $10.6 million of compensation expense relatezhjuity awards for the years ended December 31,
2013, 2012 and 2011, respectively. The relatednre tax benefit was $5.2 million , $5.1 millionde$3.9 million for the years ended December 3132012
and 2011, respectively.

As of December 31, 2013, 2012 and 2011 , therefsamillion , $12.9 million and $10.6 milliongspectively, of unrecognized compensation costs
related to unvested options.

The Company records stock-based compensation expees the vesting term using the graded-vestingpote At December 31, 2013 , the unrecognized
compensation costs of stock options are expectbd tecognized over a weighted average periodlojdars.

Restricted Stock Unit
In 2011, the Company began granting RSUs unde2@88 Plan. The Company now primarily grants RSUsstemployees. Each RSU represents a future
issuance of one share of common stock contingeo thge recipient's continued service to the Comphryugh the vesting date. Upon the vesting dat)fR

are automatically settled for shares of the Comisasymmon stock unless the applicable award agmeepnevides for delayed settlement. If, prior te tresting
date, the employee's status as a full-time emplayegminated, then the RSU is automatically chetten the employment
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termination date. The fair value of an RSU is cldtad based on the market value of the common gindke grant date and is amortized over the aquiplic
vesting period using the graded-vesting method.

A summary of the Company’s RSU activity and relatédrmation is as follows:

Weighted Average

Restricted Stock Grant Date

Units Fair Value
Balance at December 31, 2010 — 3 —
Awarded 56,85¢ 23.97
Vested — —
Canceled — —
Balance at December 31, 2011 56,85¢ 23.97
Awarded 362,19¢ 9.72
Vested (56,855 23.97
Canceled — —
Balance at December 31, 2012 362,19¢ 9.72
Awarded 1,016,03! 10.5C
Vested (181,10 9.72
Canceled (98,619) 10.3¢
Balance at December 31, 2013 1,09851 $ 10.3¢

As of December 31, 2013 and 2012 , there was $8ldmand $2.6 million , respectively, of unrecaged compensation costs related to unvested RSUs.
The unrecognized compensation costs of RSUs amcteghto be recognized over a weighted averagedefil.6 years.

During the year ended December 31, 2013, 181, 84'Rvested and were released with a market vdl$8.0 million . The actual tax benefit realized
from these RSU's released was $0.5 million . Dutiregyear ended December 31, 2012 , 56,855 RSkted/and were released with a market value of $0.8
million . The Company recognized a tax benefit ldrof $0.2 million related to restricted stocksting at values lower than the related compensatipense.
No RSUs vested during the year ended December 31, Zbikte were not any RSUs granted prior to 2011.

15. Warrants

The Company had issued warrants to purchase corstnok to various employees, consultants, licenaodslenders. Each warrant represented the right to
purchase one share of common stock. No warrants issuned during the years ended December 31, 220R,and 2011 . During the years ended December 31
2013, 2012 and 2011, approximately 104,000 ,d0®and 43,000 warrants to purchase shares of corstnok were exercised, respectively. As of
December 31, 2013, all outstanding warrants wepé@ed.
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The following table summarizes information withgest to all warrants outstanding as of Decembe812 (in thousands, except exercise prices):

December 31,

Exercise Price 2012

$1.125 41
$2.250 55
$2.835 —
$2.925 19
$9.000 3
Total 118

16 . Stock Repurchase Programs

The Company's Board of Directors has authorizei uspurchase outstanding shares of our commoR &t time to time in the open market through
block trades or otherwise depending on market ¢mmdi and other considerations, pursuant to thécgiype Securities and Exchange Commission Rules. T
Company's policy is to retain these repurchaserkstes treasury shares and not to retire themaiftoeint and timing of future share repurchases)yif will be
made as market and business conditions warrant.

In July 2010, the Company's board of directors aigkd the repurchase of up to $60.0 million of @@mpany's outstanding shares of common stock over
the following 12 months (the “2010 Repurchase Raogj, and in May 2011, the Company's board of diecauthorized the repurchase of up to an addition
$75.0 million of the Company's outstanding shafesommon stock over the following 12 months (th@12 Repurchase Program”). Both of these repurchase
programs were authorized with the intention of tngaadditional value for stockholders. Under thpurchase programs, the Company was authorized to
purchase shares from time to time in the open nhattk@ugh block trades or otherwise. The Compamurchased a total of 7.3 million shares at a weijh
average cost of $18.62 , for a total cost of $18&llon .

On April 30, 2012, the Company's board of direceurthorized the repurchase of up to an additior&l@million of the Company's outstanding shares of
common stock over the following 12 months . Theurehase program was authorized with the intentfasre@ating additional value for stockholders. Unther
repurchase program, the Company is authorizedrzhpse shares from time to time in the open mathkeiugh block trades or otherwise. As of Decengder
2013, the Company had completed this authorizedrobase program, and no shares were repurchaded this program.

In December 2012, we repurchased 0.1 million shafresir common stock from certain senior executinethe amount of $0.6 million . The repurchase
was approved by our board of directors followirggapproval and recommendation by the compensatiommittee and the audit committee. The shares were
repurchased at a price equal to the closing pficeocommon stock on the New York Stock Exchangéhe day the repurchase was approved by our lwdard
directors. No shares were sold into the markebimection with the share repurchase. The repuraiedested to tax withholding requirements on stopkans
exercised and are not part of the repurchase pregdescribed above.

On November 10, 2013, a special committee of oardof directors approved a plan to purchase U®®50,000 shares of our common stock through a
tender offer. The tender offer commenced on NoveriBe2013 and expired on December 11, 2013. Orelber 18, 2013, we repurchased shares of our
common stock through the tender offer at a pricl®.50 per share. The tender offer was oversuigstriesulting in the purchase of 10.2 million sisar
including 0.2 million shares underlying previousiyexercised stock options, for a total cost of $a98illion , exclusive of fees. The repurchasedsbavere
added to treasury stock.
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17. Income Taxes

The Company uses the asset and liability meth@ttount for taxes. Under this method, deferredrimetax assets and liabilities result from temporary
differences between the tax basis of assets abititless and their reported amounts in the finahstatements that will result in tax and deduction&iture years

The components of income tax expense are as folimwthousands):

Year Ended December 31,

2013 2012 2011
Current:

Federal $ 30,05 $ 77,72 $ 88,51
State 3,23¢ 7,66t 8,632
33,28t 85,38t 97,14¢

Deferred:
Federal (9,172) (9,24¢) 6,997
State (1,339 (72€) (391)
(10,50¢) (9,972 6,60¢€
Total $ 22,77¢  $ 75,41:  $ 103,75:

Deferred tax assets and liabilities are compridatdefollowing (in thousands):

As of December 31,

2013 2012
Deferred tax assets:
Net operating loss $ 23t % 258
Fixed assets 214 238
Bad debt 6,85¢ 7,47¢
Vacation accrual 2,762 2,81¢
Stock-based compensation 15,34( 13,29¢
Deferred rent 9,94/ 9,40¢
State tax 2,31¢ 2,541
Bonus accrual 84¢ 59¢
Unearned interest 1,281 731
Accrued expenses 4,224 52
Revenue reserves 1,14¢ 18¢
Other 152 14E
Total deferred tax assets 45,31¢ 37,74
Valuation allowance — —
Net deferred tax assets 45,31¢ 37,74
Deferred tax liabilities:
Fixed assets and intangibles (11,550 (13,41)
Unrealized gain on investments (28) (132
Total deferred tax liabilities (11,579 (13,549
Total net deferred tax assets $ 33,74C  $ 24,20z
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The current year change in net deferred tax as$&@8.5 million is comprised of net deferred expen§$10.5 million recorded through income tax
expense, offset by the $1.1 million tax benefitrdflatl recorded to additional paid in capital, &he $0.1 million tax effect of unrealized loss améstments
recorded through other comprehensive income.

Deferred taxes are reflected in the balance steefedlaws (in thousands):

As of December 31,

2013 2012
Current deferred tax assets $ 15,23: $ 10,93¢
Current deferred tax liabilities — —
Noncurrent deferred tax assets 18,50¢ 13,26¢
Noncurrent deferred tax liabilities — —
Total $ 33,74 % 24,20:

The Company periodically assesses the likelihoatlittwill be able to recover its deferred tax &ss&€he Company considers all available evidenoth b
positive and negative, including historical levefsncome, expectations and risks associated veiimates of future taxable income and ongoing prtidad
feasible profits. Based on the Company's historgashings, the Company concluded that it is mdedylithan not that the Company will fully utilized deferrec
tax assets. Accordingly, the Company has not peaahy valuation allowance against the deferredisaets.

At December 31, 2013, the Company had federabpetating loss carry forwards of $0.7 million , einiare available to offset future taxable incomee T
federal net operating loss carry forwards will e expire in 2022 . Pursuant to Internal CodetiBe®d82, use of the net operating loss carryfodsanay be
limited if a cumulative change in ownership of mtran 50% occurs within a three-year period. Then@any has performed a Section 382 analysis and has
determined that there is no material effect onnidieoperating loss carryforwards.

A reconciliation of the income tax expense compuisidg the U.S. federal statutory tax rate of 358 the Company's provision for income taxes follows
(in thousands):

Year Ended December 31,

2013 2012 2011
Computed expected federal tax expense $ 22,32¢ 35.(% $ 69,59: 35.(% $ 96,78( 35.C%
State taxes, net of federal benefit 1,18: 1.€ 4,70( 2.4 5,43¢ 2.C
Permanent differences 917 iLE 1,07¢ 0.2 1,601 0.€
Uncertain tax positions (1,649 (2.6 31 — (292) 0.3
Other — — 16 — 12¢ —
Income tax expense $ 22,77¢ 351% $ 75,41% 37.% $ 103,75: 37.E%

The Company evaluates and accounts for uncertaipdsitions using a twetep approach. Recognition (step one) occurs wieompany concludes tt
a tax position, based solely on its technical ragist more-likely-than-not to be sustained upom@ration. Measurement (step two) determines theuautnof
benefit that is greater than 50% likely to be msdi upon ultimate settlement with the taxing authdhat has full knowledge of all relevant infortitan.
Derecognition of a tax position that was previouslyognized would occur when the Company subselyudeitermines that a tax position no longer mefets t
more-likely-than-not threshold of being sustained.

The accrual for uncertain tax positions can reisut difference between the estimated benefit dexbin the Company's financial statements and ¢énefit
taken or expected to be taken in the Company'siiedax returns. This difference is generally reférto as an “unrecognized tax benefit.”
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The Company has analyzed filing positions in allraf federal and state jurisdictions where it gureed to file income tax returns, as well as ako tax
years in these jurisdictions.

A reconciliation of the beginning and ending amoafinrecognized tax benefits is as follows (inusands):

Unrecognized tax benefits at December 31, 2011 $ 8,07(C
Gross increases-tax positions in prior period 96E
Gross decreases-tax positions in prior period —
Gross increases-current period tax positions 231
Settlements —
Lapse of statute of limitations —
Unrecognized tax benefits at December 31, 2012 9,26¢
Gross increases-tax positions in prior period —
Gross decreases-tax positions in prior period (5)
Gross increases-current period tax positions 10C
Settlements —
Lapse of statute of limitations (1,979
$ 7,381

Unrecognized tax benefits at December 31, 2013

Included in the amount of unrecognized tax benefitsoth December 31, 2013 and 2012 is $4.8 mibioth $6.6 million , respectively, of tax benefhat,
if recognized, would affect the Company's effectae rate. Also included in the balance of unredoephtax benefits at both December 31, 2013 an@ X2.6
million and $2.7 million , respectively, of tax lefits that, if recognized, would result in adjustrseto other tax accounts, primarily deferred tesess.

The Company recognizes interest and penaltiesrktatuncertain tax positions in income tax expeAs®oth December 31, 2013 and 2Q1Be Compan
had approximately $1.7 million respectively, of am interest, before any tax benefit, relatedntcestain tax positions.

The tax years 2002-2013 are open to examinatiamdggr taxing jurisdictions to which the Compangigject. The California Franchise Tax Board is
auditing the Company's 2008 and 2009 Californiaine tax returns. The Company does not expect gmyfisant adjustments resulting from this auditislt
reasonably possible that the total amount of theaognized tax benefit will change during the riExmonths, however the Company does not expect the
potential change to have a material effect on éiselts of operations or financial position in thextyear.

The Company's continuing practice is to recogniterest and penalties related to income tax matigrcome tax expense.

18 . Regulatory

The Company is subject to extensive regulationdolefal and state governmental agencies and adogedddies. In particular, the Higher Education At
1965, as amended (the “Higher Education Act”), tredregulations promulgated thereunder by the Deartment of Education (the “Department”) subjbet
Company to significant regulatory scrutiny on tkesils of numerous standards that institutions dfdriggducation must satisfy in order to participatte
various federal student financial assistance pragrander Title IV of the Higher Education Act.

Ashford University is regionally accredited by thecrediting Commission for Senior Colleges and énsities of the Western Association of Schools and
Colleges (“WASC”) and University of the Rockieségionally accredited by the Higher Learning Consiais of the North Central Association of Colleges a
Schools (“HLC").
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WASC Grant of Initial Accreditation of Ashford Uniersity

On July 10, 2013, WASC granted Initial Accreditatim Ashford University for five years, until Julys, 2018. This WASC action permitted Ashford
University to designate WASC as its accreditorezfard for purposes of eligibility to participatetire Title IV programs following approval by the [R@tment,
the university's withdrawal from HLC and the traarsbf relevant records to WASC. Ashford Universidymally submitted its request for such approvalthe
Department on July 17, 2013.0n November 4, 20¥8P#partment notified Ashford University that thedartment would approve the university’s change in
accreditor, recognizing WASC as Ashford Universtgccreditor, along with the renewal of certifioatfor continued participation in the Title IV, HEA
programs. On December 13, 2013, the universityctdteits transition to WASC accreditation and deatgd its San Diego, California facilities as itaim
campus and its Clinton, lowa campus as an additlonation. As part of a continuing WASC monitoripgocess, the university will host WASC in a spkvisit
in spring 2015.

Beginning in 2014, WASC will institute “Mid-Cycled¥iews” of its accredited institutions near the puibht of their periods of accreditation. The pumos
of the Mid-Cycle Review is to identify problems tvian institution's or program's continued compleanith agency standards while taking into account
institutional or program strengths and stabilitheTMid-Cycle Review will focus particularly on semt achievement, including indications of educatlon
effectiveness, retention and graduation data.

Application for Licensure by California BPPE

To be eligible to participate in Title IV prograngs) institution must be legally authorized to offsreducational programs by the states in whié it
physically located. Effective July 1, 2011, the Bament established new requirements to deterrhime institution is considered to be legally authed by a
state. In connection with its transition to WASCralitation, Ashford University designated its $4ago, California facilities as its main campus Tatle 1V
purposes. WASC-accredited institutions operatinGafifornia are not required to obtain approvahirthe State of California, Department of Consumgaifs,
Bureau for Private Postsecondary Education, or BRP&der to operate in the state. Under the Diepant’s state authorization rule, an institutionstioe
approved or licensed on a basis other than acatggitin instances in which it is not establishgcheme as an educational institution by a statutin a charte
statute, constitutional provision, or other actigsued by an appropriate state agency or entityM@y 21, 2013, the Department published a notiatrg that it
would provide an extension of the effective dat¢hef state authorization rule until July 1, 2014tmlifying institutions that obtain from a stateexplanation o
how the extension of time would permit the statedmply with the regulations. The California Depaent of Consumer Affairs has issued a letter erpigithe
need for an extension. As it is uncertain how tle@&tment will interpret the state authorizatiole mr the applicability of the extension of timeetuniversity
submitted an Application for Approval to OperateAmtredited Institution to BPPE on September 10,20f BPPE approves the university’s applicatithre
university will no longer be exempt from certaimkaand regulations applicable to private, post-sdaoy educational institutions. These laws and legguns
entail certain California reporting requirementsluding but not limited to, graduation, employmant licensing data, certain changes of ownersfipcantrol
faculty and programs, and student refund poli@ssyell as the triggering of other state and fddgtmlent employment data reporting and disclosure
requirements.

Request for information from Ashford University bpwa College Student Aid Commissic

On September 22, 2012, the lowa College StudenChichmission requested that Ashford University pdewhe commission with certain information and
documentation related to, among other mattersidéiméal of Ashford University's application for WASf€creditation, the university's compliance withGiL
criteria and policies, a teach-out plan in the étleat Ashford University is unsuccessful in obilaghnWASC accreditation and is sanctioned by HLQJ an
information relating to admissions employees, netoef financial aid, availability of books, crediitlance authorizations, and academic and finasajgbort and
advisement services to students. The commissiarestgd that Ashford University provide the requegtéormation by November 12, 2012 and make an in-
person presentation during the commission's meetiiyovember 16, 2012. The university made thegmasion and has notified the commission of its
successful accreditation by WASC.
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Negotiated Rulemaking

The Department held public hearings in May and R01%S inviting the submission of topics for consat®on in a series of rulemaking efforts to achiave
longterm agenda in higher education focused on acaéfssgability, academic quality and completion. Retchearings have focused on topics includingnbot
limited to, cash management of Title IV programdsnstate authorization for programs offering dis&aor correspondence education, gainful employment
credit and clock hour conversions, changes matieetGlery Actby theViolence Against Women Act of 2QB3L. 113-4), and the definition of “adverse crédit
for PLUS borrowers.

In June 2013, the Department announced its intemti@stablish a negotiated rulemaking committgarépare proposed regulations that would establish
standards for programs that prepare students fofuj@mployment in a recognized occupation. Theouottee met for three sessions between September an
December 2013, but did not reach consensus orotiterst of the proposed regulations. On March 1442€he Department published proposed regulations f
comment by the public for a sixty day period.

In January 2014, the Department held the firshofe negotiated rulemaking sessions to implementianges to the Clery Act required by the enadtmen
of the Violence Against Women Act, or VAWA. Two ethsessions are scheduled for February 2014 andhvigpril 2014. While the final regulations will
likely not be implemented prior to July 1, 2015 fhepartment notified institutions in an ElectroAiztnouncement in May 2013 that until the regulatigo into
effect, it expects institutions to make a goodfaitfort to comply with the statutory requirememmong other things, VAWA requires institutionsdompile
statistics for certain crimes reported to campuesisy authorities or local police agencies. Unther statute, an institution must include the neguied
information in its Annual Security Report issuedlater than October 1, 2014.

In February 2014, the Department held the firdhoée negotiation sessions related to various megrpm integrity initiatives, including the poteati
reintroduction of the Distance Education Rule (3&.B. § 600.9(c)) that was vacated by a federaitéol2011. The February sessions produced no aotha
outcomes, but sessions in March 2014 plan to addhesDepartment’s draft of a proposed regulationlistance education that could materially impact o
business.

Additional topics to be considered at March andilig@ssions are expected to include, but may ndinfited to, the following: cash management of it
IV funds, including the use of debit cards andhhadling of Title IV credit balances; state authation for foreign locations; clock to credit haanversion; th
definition of “adverse credit” for borrowers in thederal Direct PLUS Loan Program; and the apptinadf the repeat coursework provisions to gradaatt
undergraduate programs.

We cannot predict the scope and content of thelaggns that may emerge from these or other ruléngaéictivities that the Department initiates.
Compliance with additional regulations, or with nifahtions to existing regulations, and/or regutgtecrutiny that results in the Company's institofi being
allegedly out of compliance with these regulatiarmyld result in direct and indirect costs of coiapte, fines, liabilities, sanctions or lawsuitdiieh could have
a material adverse effect on enrollments, reverfues)cial condition, cash flows and results of igtiens.

The “90/10” Rule

Under the Higher Education Act, a for-profit instibn loses its eligibility to participate in Titl¥ programs if the institution derives more tha¥®of its
revenues (calculated in accordance with applicBieljgartment regulations) from Title IV program furfdstwo consecutive fiscal years. This rule is coomly
referred to as the “90/10 rule.” Any institutiorattviolates the 90/10 rule for two consecutivediseears becomes ineligible to participate in Titfgorograms
for at least two fiscal years. In addition, anitogton whose rate exceeds 90% for any single yétbe placed on provisional certification and mag subject to
other enforcement measures.

For the years ended December 31, 2013, 2012 atd,28shford University derived 85.6% , 86.4% aid386, respectively, and University of the Rock
derived 87.6% , 87.3% and 85.0% , respectivelyheif respective revenues (calculated in accordaitteapplicable Department regulations) from statde
whose source of funding is through Title IV funds.
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Cohort Default Rate

For each federal fiscal year, the Department catesla rate of student defaults over a two-yeasoregsy period for each educational institution vhis
known as a “cohort default rate.” An institution yrlase its eligibility to participate in the Diretban and Pell programs if, for each of the threstmecent
federal fiscal years for which information is aadile, 25% or more of its students who became sutgjecrepayment obligation in that federal fisgpadr
defaulted on such obligation by the end of theofelhg federal fiscal year. In addition, an institut may lose its eligibility to participate in tirect Loan
program if its cohort default rate exceeds 40%h@most recent federal fiscal year for which defeates have been calculated by the Departmentofsh
University's two-year cohort default rates for #0841, 2010 and 2009 federal fiscal years, were%4Q.10.2% , and 15.3% , respectively. The two-yednort
default rates for University of the Rockies for @11, 2010 and 2009 federal fiscal years, wer#e4.8.0% and 3.3% , respectively.

The August 2008 reauthorization of the Higher EdiocaAct included significant revisions to the ré@ments concerning cohort default rates. Under the
revised law, the period for which students' defaal their loans are included in the calculatioaminstitution's cohort default rate was extengdne
additional year, which is expected to increasectifeort default rates for most institutions. Thaamte was effective with the calculation of instdns' cohort
default rates for the federal fiscal year endingt&mber 30, 2009, which rates were calculated ssuked by the Department in September 2012. TherDepat
will not impose sanctions based on rates calculatet®r this new methodology until three consecuga@rs of rates have been calculated, which isagpeo
occur in 2014. Until that time, the Department witihtinue to calculate rates under the old calmrdanethod and impose sanctions based on those fédie
revised law also increases the threshold for endinmstitution's participation in the relevantl&itv programs from 25% to 30%, effective for firthtee-year
cohort default rates published on or after the 2@ti2ral fiscal year. The revised law changeshheshold for placement on provisional certificattor8B0% for
two of the three most recent fiscal years for whiah Department has published official three-yedoct default rates. Ashford University's three+yeshort
default rates for the 2010 and 2009 federal figeaks, were 16.3% and 19.8% , respectively. Theetiear cohort default rates for University of Rackies for
the 2010 and 2009 federal fiscal years, were 8.0863a3% , respectively.

Return of Title IV Funds

An institution participating in Title IV programsust correctly calculate the amount of unearnec Til program funds that have been disbursed tcesitg
who withdraw from their educational programs befooenpletion and must return those unearned fundgiimely manner, generally within 45 days of tia¢ed
the school determines that the student has withdrélnder Department regulations, failure to makeety returns of Title IV program funds for 5% or remf
students sampled on the institution's annual campé audit in either of its two most recently coatgdl fiscal years can result in the institutionihgvo post a
letter of credit in an amount equal to 25% of @quired Title IV returns during its most recentbntpleted fiscal year. If unearned funds are noperly
calculated and returned in a timely manner, antirigin is also subject to monetary liabilitiesaor action to impose a fine or to limit, suspentgeominate its
participation in Title IV programs. For the yearsled December 31, 2013 and 2012 , the Companyitins did not exceed the 5% threshold for tatfeinds
sampled.

Financial Responsibility

The Department calculates an institution's compasibre for financial responsibility based onit®quity ratio, which measures the institutiorapical
resources, ability to borrow and financial vialyili¢ii) primary reserve ratio, which measures the&titution's ability to support current operatidresm expendabl
resources; and (iii) net income ratio, which measuhe institution's ability to operate at a prdfin institution that does not meet the Departnseminimum
composite score may demonstrate its financial resipdity by posting a letter of credit in favor tife Department and possibly accepting other cmmditon its
participation in the Title IV programs.

For the fiscal year ended December 31, 2012, thedalmlated composite score calculated was 3.0sfygag the composite score requirement of the
Department's financial responsibility test, whinktitutions must satisfy in order to participatéTitie IV programs. We expect the consolidated cosite score
to be 3.0 for the year ended December 31, 2013veier, the consolidated calculation is subjectatednination by the Department once it receivesragws
our audited financial statements for the year erfidlecember 31, 2013 .
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19. Retirement Plans

The Company maintains an employee savings plargtiedifies as a deferred salary arrangement uneletid® 401(k) of the Internal Revenue Code. Under
the savings plan, participating employees may dmut a portion of their pre-tax earnings up toltiternal Revenue Service annual contribution limit
Additionally, the Company may elect to make matghéontributions into the savings plan in its sdkerktion. The Company's total expense relatedeat01(k
plan was $3.3 million , $3.3 million and $2.2 ndlii for the years ended December 31, 2013, 201261, respectively.

20. Commitments and Contingencies
Litigation

From time to time, the Company is a party to vasitawsuits, claims and other legal proceedingsdtiaé in the ordinary course of business. When the
Company becomes aware of a claim or potential ¢laiassesses the likelihood of any loss or exmoduraccordance with authoritative guidance, tbenany
records loss contingencies in its financial statemenly for matters in which losses are probahft@an be reasonably estimated. Where a rangas®tin be
reasonably estimated with no best estimate inahge, the Company records the minimum estimatéditia If the loss is not probable or the amouhtie loss
cannot be reasonably estimated, the Company desctbe nature of the specific claim if the likeldldoof a potential loss is reasonably possible hrdatnount
involved is material. The Company continuously asse the potential liability related to the Compaipending litigation and revises its estimates mwhe
additional information becomes available. Below isst of material legal proceedings to which tr@®any or its subsidiaries is a party.

Compliance Audit by the Department's Office of thespector General (“OIG”)

In January 2011, Ashford University received alfenadit report from the OIG regarding the compliaseidit commenced in May 2008 and covering the
period July 1, 2006 through June 30, 2007. Thetanadiered Ashford University's administration ofl&ilV program funds, including compliance with
regulations governing institutional and studergibllity, awards and disbursements of Title IV pragp funds, verification of awards and returns céanmed
funds during that period, and its compensationrarfcial aid and recruiting personnel during theqeeMay 10, 2005 through June 30, 2009.

The final audit report contained audit findingseech case for the period July 1, 2006 through 3002007, which are applicable to award year 22067
Each finding was accompanied by one or more recamdat®ns to the Department's Office of Federal &tidid (the “FSA”). Ashford University providedeh
FSA a detailed response to OIG’s final audit repofebruary 2011. In June 2011, in connection with of the six findings, the FSA requested thalhfasd
University conduct a file review of the return tdld@ |V calculations for all Title IV recipients whwithdrew from distance education programs dutirgg2006-
2007 award year. The institution cooperated withrdguest and supplied the information within theetframe required. If the FSA were to determinagsess a
monetary liability or commence other administrataaion, Ashford University would have an opportyrido contest the assessment or proposed actionghr
administrative proceedings, with the right to semkew of any final administrative action in thelésal courts.

The outcome of this audit is uncertain at this pbecause of the many questions of fact and latwtiag arise. At present, the Company cannot redédpna
estimate a range of loss for this action basedhennformation available to the Company. Accordinghe Company has not accrued any liability asgedi with
this matter.

lowa Attorney General Civil Investigation of AshfdrUniversity

In February 2011, Ashford University received frtm Attorney General of the State of lowa (“lowdokhey General”) a Civil Investigative Demand and
Notice of Intent to Procee“CID”) relating to the lowa Attorney General’s instigation of whether certain of the university'singss practices comply with
lowa consumer laws. Pursuant to the CID, the lowarAey General has requested documents and dktaftgmation for the time period January 1, 2008 t
present. On June 24, 2013, October 25, 2013, amai&ey 10, 2014, representatives from the Compadyfshford University met with the lowa Attorney
General to discuss the status of the investigatiahthe lowa Attorney Generalallegations against the Company which had beemumicated to the Compa
several weeks prior to the June 24th meeting. @uhiese meetings, the lowa Attorney General andokdiUniversity also discussed the general framévedra
potential resolution of the lowa Attorney Generalllegations, which involves several componenthigtiog injunctive relief, nonmonetary remedies and
restitution. Ashford University is cooperating withe investigation and continuing to discuss thiepigal resolution of the lowa Attorney
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General’s allegations. Accordingly, the Companynestes that a reasonable range of loss for thisemiatbetween $6.2 million and $9.5 million . TBempany
has accrued $9.0 million , which represents it$ bssmate of a potential resolution, includingtitetion, the cost of non-monetary remedies andriitegal
costs.

New York Attorney General Investigation of Bridgeipd Education, Inc.

In May 2011, the Company received from the Attor@®neral of the State of New York (“NY Attorney Geal”) a Subpoena relating to the NY Attorney
General's investigation of whether the Companyitacademic institutions have complied with cerfdew York state consumer protection, securitieb an
finance laws. Pursuant to the Subpoena, the NYrA¢tp General has requested from the Company amdaidemic institutions documents and detailed
information for the time period March 17, 2005 tegent. The Company is cooperating with the ingasitn and cannot predict the eventual scope, idurat
outcome of the investigation at this time.

North Carolina Attorney General Investigation of Aford University

In September 2011, Ashford University received friia Attorney General of the State of North CamlifNC Attorney General”) an Investigative
Demand relating to the NC Attorney General's ingasion of whether the university's business pecasticomplied with North Carolina consumer protectaws
Pursuant to the Investigative Demand, the NC Aetgr@eneral has requested from Ashford Universigudoents and detailed information for the time perio
January 1, 2008 to present. Ashford Universityoigperating with the investigation and cannot preitie eventual scope, duration or outcome of thestigatior
at this time.

California Attorney General Investigation of For-Rifit Educational Institutions

In January 2013, the Company received from therA&p General of the State of California (“CA AttesnGeneral”) an Investigative Subpoena relating to
the CA Attorney General’s investigation of for-ptaducational institutions. Pursuant to the Inigadtve Subpoena, the CA Attorney General has regde
documents and detailed information for the timeqaeMarch 1, 2009 to present. On July 24, 2013 QRAeAttorney General filed a petition to enforcetam
categories of the Subpoena related to recordesl @atl electronic marketing data. On September@E3,2ve reached an agreement with the CA Attorney
General to produce certain categories of the doatswequested in the petition and stipulated tdinae the hearing on the petition to enforce frootdber 3,
2013 to January 9, 2014. On January 13, 2014, timep@ny received a second Investigative Subpoenatine CA Attorney General requesting additional
documents and information for the time period Mat¢R009 through the current date. The Companyatgmedict the eventual scope, duration or outcofne
the investigation at this time. As a result, therPany cannot reasonably estimate a range of loghkifoaction and accordingly has not accrued &bjlity
associated with this action.

Stevens v. Bridgepoint Education, In

In February 2011, the Company received a copyaafraplaint filed as a class action lawsuit namirgg@ompany, Ashford University, LLC, and certain
employees as defendants. The complaint was filékerSuperior Court of the State of California an®iego and was captioned Stevens v. Bridgepoint
Education, Inc. The complaint generally alleged tha plaintiffs and similarly situated employeesrevimproperly denied certain wage and hour primest
under California law.

In April 2011, the Company received a copy of a ptaimt filed as a class action lawsuit naming tleenpany and Ashford University, LLC, as defendants.
The complaint was filed in the Superior Court o 8tate of California in San Diego, and was cagtiolMoore v. Ashford University, LLC. The complaint
generally alleged that the plaintiff and similasijuated employees were improperly denied certaigerand hour protections under California law.

In May 2011, the Company received a copy of a campfiled as a class action lawsuit naming the @any as a defendant. The complaint was filed ir
Superior Court of the State of California in Saed@d on May 6, 2011, and was captioned Sanchezdg&goint Education, Inc. The complaint generallgged
that the plaintiff and similarly situated employeesre improperly denied certain wage and hour ptates under California law.

In October 2011, the above named cases were cdatadi because they involved common questions bafatlaw, with Stevens v. Bridgepoint Educat
Inc. designated as the lead case.
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In April 2012, the Company entered into a settlenagmeement with the plaintiffs of the above naroases to settle the claims on a clafde basis. Unde
the terms of the settlement agreement, the Comagreed to pay an amount to settle the plaintifésires, plus any related payroll taxes. The Compargrued a
$10.8 million expense in connection with the setéat agreement during the year ending Decembe2@®P. On August 24, 2012, the Court granted final
approval of the class action settlement and en@ifathl judgment in accordance with the termshefsettlement agreement. This settlement was peidror to
December 31, 2012.

Securities Class Actio

On July 13, 2012, a securities class action complaas filed in the U.S. District Court for the Sloern District of California by Donald K. Frankeming
the Company, Andrew Clark, Daniel Devine and JamdWiffe as defendants for allegedly making falsel anaterially misleading statements regarding the
Company'’s business and financial results, spediitiae concealment of accreditation problems atféed University. The complaint asserts a putatless
period stemming from May 3, 2011 to July 6, 201Xubstantially similar complaint was also filedtire same court by Luke Sacharczyk on July 17, 2012
making similar allegations against the Company, r&ndClark and Daniel Devine. The Sacharczyk complasserts a putative class period stemming from Ma
3, 2011 to July 12, 2012. Finally, on July 26, 20d@other purported securities class action complaas filed in the same court by David Stein agaihe same
defendants based upon the same general set cdtitleg and class period. The complaints allegeatimis of Sections 10(b) and 20(a) of the Securitie
Exchange Act of 1934 and Rule 10b-5 promulgatecktireder and seek unspecified monetary relief, @ésteand attorneys’ fees.

On October 22, 2012, the Sacharczyk and Steinrecti@re consolidated with the Franke action andCihrt appointed the City of Atlanta General
Employees Pension Fund and the Teamsters LocaHé@lth Services & Insurance Plan as lead plaint#fsonsolidated complaint was filed on December 21
2012 and the Company filed a motion to dismiss elbr&ary 19, 2013. On September 13, 2013, the Qoanted the motion to dismiss with leave to amemd f
alleged misrepresentations relating to Ashford ©Ersity’s quality of education, the WASC accrediatprocess, and the Company’s financial forecasts.
Court denied the motion to dismiss for alleged apsesentations concerning Ashford University's ig¢esce rates. The plaintiff did not file an amehde
complaint by the October 31, 2013 deadline and:fioee the case is now proceeding to discovery.

The outcome of this legal proceeding is uncertaihia point because of the many questions ofdadtlaw that may arise. At present, the Companpaan
reasonably estimate a range of loss for this attased on the information available to the Compawgordingly, the Company has not accrued any liigbi
associated with this action.

Shareholder Derivative Action
In re Bridgepoint, Inc. Shareholder Derivative Act

On July 24, 2012, a shareholder derivative complaas filed in California Superior Court by Alonktartinez. In the complaint, the plaintiff asserts a
derivative claim on the Company's behalf againgae of its current and former officers and dimst The complaint is entitledartinez v. Clark, et al, and
generally alleges that the individual defendanéesabhed their fiduciary duties of candor, good faitkl loyalty, wasted corporate assets and werestyju
enriched. The complaint seeks unspecified mone#digf and disgorgement on behalf of the Compasywell as other equitable relief and attorneyss.f€n
September 28, 2012, a substantially similar shddehalerivative complaint was filed in California@rior Court by David Adolph-Laroche. In the coaipt,
the plaintiff asserts a derivative claim on the @amy's behalf against certain of its current amthér officers and directors. The complaint is dedit\dolph-
Laroche v. Clark, et a, and generally alleges that the individual defertslbreached their fiduciary duties of candor, gfzitth and loyalty, wasted corporate
assets and were unjustly enriched.

On October 11, 2012, the Adolph-Laroche action emssolidated with the Martinez action and the ¢as®w entitledn re Bridgepoint, Inc. Shareholder
Derivative Actior. A consolidated complaint was filed on December2l82 and the defendants filed a motion to staycdse while the underlying securities
class action is pending. The motion was grantethbyCourt on April 11, 2013. A status conferencs Wweld on October 10, 2013, during which the Court
ordered the stay
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continued for the duration of discovery in the séms class action, but permitted the plaintifrézeive copies of any discovery responses sen/étki
underlying securities class action.

Cannon v. Clark, et al.

On November 1, 2013, a shareholder derivative camipWas filed in the U.S. District Court for theu@hern District of California by James Cannonthea
complaint, the plaintiff asserts a derivative claimthe Company's behalf against certain of itsesurofficers and directors. The complaint is égtitCannon v.
Clark, et al. and is substantially similar to the previouslegdi California State Court derivative action novited In re Bridgepoint, Inc. Shareholder Derivative
Action. In the complaint, plaintiff generally alleges thiae individual defendants breached their fiducduties of candor, good faith and loyalty, wasted
corporate assets and were unjustly enriched. Thpleont seeks unspecified monetary relief and diggment on behalf of the Company, as well as other
equitable relief and attorneys' fees. Pursuantstipalation among the parties, on January 6, 2081Court ordered the case stayed during discauehe
underlying securities class action, but permitteilaintiff to receive copies of any discoverypasses served in the underlying securities classmac

Di Giovanni v. Clark, et al, andCraig-Johnston v. Clark, et al

On December 9, 2013, two nearly identical sharedradérivative complaints were filed in the Unitedt8s District Court for the Southern District of
California. The complaints assert derivative claonsour behalf against the members of our boadirettors as well as against Warburg Pincus & @&arburg
Pincus LLC, Warburg Pincus Partners LLC, and WaglRincus Private Equity VIII, L.P. The two lawsuéie captione®i Giovanni v. Clark, et al, andCraig-
Johnston v. Clark, et &. The complaints allege that all of the defendanesiched their fiduciary duties and were unjustisiahed and that the individual
defendants wasted corporate assets in connectibrtivé tender offer commenced by the Company orelbber 13, 2013. The lawsuits seek unspecified
monetary relief and disgorgement, as well as atheritable relief and attorneys’ fees.

Klein v. Clark, et al

On January 9, 2014, a shareholder derivative cantplas filed in the Superior Court of the StateCaflifornia in San Diego. The complaint asserts
derivative claims on our behalf against the membémur board of directors as well as against WaglRRincus & Co., Warburg Pincus LLC, Warburg Pincus
Partners LLC, and Warburg Pincus Private Equity,\lIP. The lawsuit is captionddein v. Clark, et alThe complaint alleges that all of the defendants
breached their fiduciary duties and were unjustijahed and that the individual defendants wastegdarate assets in connection with the tender offer
commenced by the Company on November 13, 2013lasuit seeks unspecified monetary relief and diggment, as well as other equitable relief and
attorneys’ fees.

Guzman v. Bridgepoint Education, Inc.

In January 2011, Betty Guzman filed a class adtarsuit against the Company, Ashford University ahdversity of the Rockies in the U.S. District Gb
for the Southern District of California. The comiplas entittedGuzman v. Bridgepoint Education, Inc., et,and alleges that the defendants engaged in
misrepresentation and other unlawful behavior @irtbfforts to recruit and retain students. The plaimt asserts a putative class period of Marc2005 through
the present. In March 2011, the defendants filetbtion to dismiss the complaint, which was grartgdhe Court with leave to amend in October 2011.

In January 2012, the plaintiff filed a first ameddmmplaint asserting similar claims and the salagsgeriod, and the defendants filed another mdto
dismiss. In May 2012, the Court granted Universityhe Rockies’ motion to dismiss and granted it pad denied in part the motion to dismiss filgcthe
Company and Ashford University. The Court also ggdrthe plaintiff leave to file a second amendeahglaint. In August 2012, the plaintiff filed a sexb
amended complaint asserting similar claims andé#mee class period. The second amended complak# saspecified monetary relief, disgorgement of all
profits, various other equitable relief, and ateysi fees. The defendants filed a motion to stp&gions of the second amended complaint, whichgrasted in
part and denied in part. On March 14, 2013, the @aony filed a motion to deny class certification $twudents enrolled on or after May 2007 when Ashfor
University adopted a binding arbitration policy. @agust 23, 2013, the Court denied the motion figdhat although “some” absent class members inctise
may have signed an enforceable arbitration agregniés does not demonstrate an overbroad or
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unascertainable class that forecloses certificatdhis stage of the proceedings. On Septembe2®3, the Court entered an order bifurcating discpand
permitting only class certification discovery t&égplace until the plaintiff's motion for class tiication, which is due to be filed on or befor@il 30, 2014, is
decided.

The outcome of this legal proceeding is uncertaihia point because of the many questions ofdadtlaw that may arise. At present, the Companpaan
reasonably estimate a range of loss for this adtas®d on the information available to the Compawgordingly, the Company has not accrued any litgbi
associated with this action.

Qui Tam Complaints

In December 2012, the Company received noticethieat).S. Department of Justice had declined towmetee in aqui tamcomplaint filed in the U.S.
District Court for the Southern District of Califoa by Ryan Ferguson and Mark T. Pacheco unddré¢deral False Claims Act on March 10, 2011 andalede
on December 26, 2012. The case is entitladed States of America, ex rel., Ryan FergusahMark T. Pacheco v. Bridgepoint Education, Inshfsrd
University and University of the RockieShequi tamcomplaint alleges, among other things, that sineedd 10, 2005, the Company caused its institutions,
Ashford University and University of the Rockies Miolate the Federal False Claims Act by falsdjtifying to the U.S. Department of Education tthet
institutions were in compliance with various regigas governing the Title IV programs, including#e that require compliance with federal rules rdigg the
payment of incentive compensation to enrollmenspenel, student disclosures, and misrepresentiatioonnection with the institutions' participationthe Title
IV programs. The complaint seeks significant darsagenalties and other relief. On April 30, 201 telators petitioned the Court for voluntary dissal of
the complaint without prejudice. The U.S. Departtr@friustice filed a notice stipulating to the dissal and the Court granted the dismissal on Jan2a13.

In January 2013, the Company received notice HethS. Department of Justice had declined tovete in aqui tamcomplaint filed in the U.S. District
Court for the Southern District of California byndas Carter and Roger Lengyel under the Federad &ms Act on July 2, 2010 and unsealed on Jgriar
2013. The case is entitléthited States of America, ex rel., James CarterRader Lengyel v. Bridgepoint Education, Inc., AsthfUniversity. Thequi tam
complaint alleges, among other things, that sineedk 2005, the Company and Ashford University hagtated the Federal False Claims Act by falsely
certifying to the U.S. Department of Education thahford University was in compliance with federnales regarding the payment of incentive compeosdt
enrollment personnel in connection with the insiito's participation in Title IV programs. Pursuémta stipulation between the parties, the relditzd an
amended complaint on May 10, 2013. The amended leambjis substantially similar to the original colajmt and seeks significant damages, penaltie o#tmet
relief. On January 8, 2014, the Court denied then@any's motion to dismiss and the case is procgedidiscovery.

The outcome of this legal proceeding is uncertaihia point because of the many questions ofdadtlaw that may arise. At present, the Companpaan
reasonably estimate a range of loss for this adttased on the information available to the Comp#wgordingly, the Company has not accrued any liigbi
associated with this action.

Employee Class Actior

On October 24, 2012, a class action complaint Wiea in California Superior Court by former empley®&larla Montano naming the Company and Ashford
University as defendants. The case is entitliedla Montano v. Bridgepoint Education and Ashfaidiversity. The complaint asserts a putative class consisting
of former employees who were terminated in Jan@ad? and July 2012 as a result of a mass laydéfcagion or termination and alleges that the dedetsl
failed to comply with the notice and payment prais of the California WARN Act. A substantiallynsiar complaint, entitle®ilts v. Bridgepoint Education
and Ashford Universitywas also filed in the same court on the samebgiadustin Dilts making similar allegations and aseg the same putative class. The
complaints seek back pay, the cost of benefitsalies and interest on behalf of the putative ctaesbers, as well as other equitable relief aratragys' fees.

On January 25, 2013, the Company filed motionstapel binding arbitration with the Court, which wegranted on May 20, 2013. The parties
subsequently agreed to settle all of the claim&foimmaterial amount and as a result the casesoareoncluded.
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21. Concentration of Risk
Concentration of Revenue

In 2013, Ashford University derived 85.6% and Uity of the Rockies derived 87.68btheir respective revenues (in each case catmlilan a cash ba:
in accordance with applicable Department regulajidrom students whose source of funding is throligle 1V programs. See Note 18, “Regulatory-The
“90/10” Rule.” Title IV programs are subject to fimlal and budgetary considerations and are sulbjeextensive and complex regulations. The Comgany'
administration of these programs is periodicalljieeed by various regulatory agencies. Any regujatdolation could be the basis for the initiatioh
potentially adverse actions including a suspendionitation, or termination proceeding, which cotlildve a material adverse effect on the Company's
enrollments, revenues and results of operations.

Students obtain access to federal student finaamahrough a Department prescribed applicatiahaigibility certification process. Student finaalcaid
funds are generally made available to studentseatpibed intervals throughout their expected lemdtstudy. Students typically apply the funds reeé from
the federal financial aid programs first to payitheition and fees. Any remaining funds are disited directly to the student.

Concentration of Credit Risk

The Company maintains its cash and cash equivadeotsunts in financial institutions. Accounts atgh institutions are insured by the Federal Deposit
Insurance Corporation (FDIC) up to $250,000 . Tlenfany performs ongoing evaluations of these utstits to limit its concentrations risk exposure.

Concentration of Sources of Supply

The Company is dependent on a third party provioleits online platform, which includes a learnim@nagement system, which stores, manages and
delivers course content, enables assignment uplgagiovides interactive communication betweenesttgland faculty and supplies online assessmelst fBiee
partial or complete loss of this source may havadwerse effect on enrollments, revenues and sestitiperations.

22. Quarterly Results of Operations (Unaudited)

The following tables set forth unaudited result®pérations and certain operating data for eachtepuduring 2013 and 2012 . The Company believas th
the information reflects all adjustments necessapresent fairly the information below. Basic afidited earnings per common share are computed
independently for each of the quarters presenteetefore, the sum of quarterly basic and dilutedcpenmon share information may not equal annuathkzasl
diluted earnings per common share.

First Second Third Fourth
Quarter Quarter Quarter Quarter
(In thousands, except per share data)
2013
Revenue $ 221,98 $ 197,57 $ 185,61. $ 163,45:
Operating income (loss) 43,42( 16,02¢ 12,85: (11,85¢)
Net income (loss) 26,96° 10,36¢ 10,13t (6,460)
Earnings (loss) per common share:
Basic $ 050 $ 0.1¢ $ 0.1¢ $ (0.12)
Diluted 0.4¢ 0.1¢ 0.1¢ (0.12)
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First Second Third Fourth
Quarter Quarter Quarter Quarter

(In thousands, except per share data)

2012
Revenue $ 250,43 $ 256,30: $ 252,07t $ 209,35¢
Operating income 50,62¢ 68,78: 47,10¢ 28,94
Net income 31,97: 43,25¢ 29,82( 18,37:
Earnings per common share:
Basic $ 0.61 $ 08z $ 0.5¢ $ 0.34
Diluted 0.57 0.71 0.5 0.3¢

23. Subsequent Events

On February 10, 2014, representatives from the Gompnd Ashford University met with the lowa AtteynGeneral to discuss the status of the
investigation and the lowa Attorney Genesalllegations against the Company. During this mgethe lowa Attorney General and Ashford Univigrsiiscusset
the general framework of a potential resolutiothef lowa Attorney General's allegations. For addisil information, see Note 20, “Commitments and
Contingencies - lowa Attorney General Civil Invgstion of Ashford University.”
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Item 9. Changes in and Disagreements With Accountason Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our disclosure controls and procedures are designprbvide reasonable assurance that informagquoired to be disclosed by us in reports that leeofi
submit under the Securities Exchange Act of 1984raended (the “Exchange Act”), is recorded, preegssummarized and reported within the time psriod
specified in the SEC's rules and forms. Disclosamrols and procedures include, without limitatioantrols and procedures designed to ensurertf@tiation
required to be disclosed by us in reports we filsubmit under the Exchange Act is accumulatedcantmunicated to our management, including our paic
executive officer and principal financial officer, persons performing similar functions, as appetprto allow timely decisions regarding requirésctbsure. In
designing and evaluating the disclosure controtsm@ncedures, management recognizes that any &atrd procedures, no matter how well designed and
operated, can provide only reasonable assurarmehidving the desired control objectives, and mament is required to apply its judgment in evahgthe
cost-benefit relationship of possible controls pnacedures.

Under the supervision and with the participatiomof management, including the chief executiveceffiand the chief financial officer, we carried aut
evaluation of the effectiveness of the design gretation of our disclosure controls and proceduaeslefined in Rules 13a-15(e) under the Exchargyeah of
the end of the period covered by this report. Bagsh that evaluation, our chief executive offiaad chief financial officer concluded that our discre
controls and procedures were effective at the retsle assurance level as of December 31, 2013.

Management's Report on Internal Control Over Finandal Reporting

Management is responsible for establishing and taming adequate internal control over financigaring, as such term is defined in Exchange Act
Rule 13a15(f). Our internal control over financial repogimcludes those policies and procedures thaefifain to the maintenance of records that, in neaisie
detail, accurately and fairly reflect the transaesi and dispositions of our assets; (ii) providesomable assurance that transactions are recosdegtassary to
permit preparation of financial statements in adaace with generally accepted accounting princjggesd that our receipts and expenditures are beadge only
in accordance with authorizations of our managerardtdirectors; and (iii) provide reasonable assmegaegarding prevention or timely detection of
unauthorized acquisition, use, or disposition af assets that could have a material effect oninantial statements.

Internal control over financial reporting is destgirto provide reasonable assurance regarding libbiliey of financial reporting and the preparatiof
financial statements prepared for external purposascordance with GAAP. Because of its inherenittions, internal control over financial repagi may not
prevent or detect misstatements. Also, projectafremy evaluation of effectiveness to future pesiade subject to the risk that controls may becomeéequate
because of changes in conditions, or that the dagfreompliance with the policies or procedures mieteriorate.

Under the supervision and with the participatiomainagement, including our chief executive offiaed chief financial officer, we conducted an evabre
of the effectiveness of our internal control ovieaficial reporting based on the frameworkriternal Control-Integrated Framewoi(d992) issued by the
Committee of Sponsoring Organizations of the Tread®ommission. Based on our evaluation under gmadrork ininternal Control-Integrated Framework,
management concluded that our internal control &mancial reporting was effective as of Decembkr2013.

The effectiveness of our internal control over fioil reporting as of December 31, 2013, has badiieal by PricewaterhouseCoopers LLP, an
independent registered public accounting firm,tated in their report which is included herein.

Prior Material Weakness and Remediation

We disclosed in Item 9AControls and Proceduresf our annual report on Form XA, for the year ended December 31, 2012, thaktheere matters th.
constituted a material weakness in our internatrobover financial reporting. A material weaknéss deficiency, or combination of deficienciesijriternal
control over financial reporting, such that thexeaireasonable possibility that a material misstate of the company's annual or interim financiatesnents will
not be prevented or detected on a timely basis.
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The previous material weakness in internal cordvelr financial reporting related to not maintaineféective internal controls over the accounting fo
accounts receivable. Specifically, we determinethd) the process for estimating the allowancelarbtful accounts in 2012 was not designed to gpjately
incorporate all relevant qualitative factors andt@)t accounts receivable aging was not correas@&lrontrol deficiencies resulted in the revisibthe
Company's consolidated financial statements foy#ee ended December 31, 2012 related to the atinguor the valuation of the Company's accounts
receivable.

We committed to remediating the control deficiendigat constituted the material weakness by imphtimg changes to our internal control over finahcia
reporting. Throughout 2013, we took actions to ioverin the area of accounts receivable including:

¢ implementing additional oversight and revi

« performing additional analytical procedures]udéng detailed analysis of the accounts receivafiag, and of the allowance for doubtful accoass
percentage of the receivables;

e gathering insights from operational personnel uea a better understanding of account balanceseasdns for fluctuatior
« looking at other internal and external factors ptigdly impacting receivable balances at a moregtisegated leve
¢ implementing a lookack analysis to ensure that historical estimassam appropriat

¢ monitoring the receivable sympulations to ensure a deeper understanding ofswsient behavior at the institutions affects eslaeceivable balance
and

* engaging a third party to review historical peregiet methodolog

We will continue to maintain appropriate focus his tcritical accounting area going forward. We @edi these measures have remediated the identified
control deficiencies and strengthen internal cdrdver financial reporting.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control éiwancial reporting during the quarter ended Decen®1, 2013, that have materially affected, or are
reasonably likely to materially affect, our interaantrol over financial reporting.

Item 9B. Other Information.

None.
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PART Il
Item 10. Directors, Executive Officers and Corpora¢ Governance.
See Part |, Item 1, “Business-Executive Officerthef Registrant,” which information is incorporatestein by reference.

The information required by this item regarding directors and corporate governance matters isidec! under the captions “Proposal 1-Election of
Directors” and “Corporate Governance” in the Pr&tgtement for the 2014 Annual Meeting of Stockhade be filed with the SEC within 120 days aftes t
end of the fiscal year ended December 31, 2013204 Proxy Statement”) and is incorporated hebgimeference. The information required by thisite
regarding delinquent filers pursuant to Item 40Refulation S-K is included under the heading “Bect6(a) Beneficial Ownership Reporting Complidhice
the 2014 Proxy Statement and is incorporated héxeneference.

Item 11. Executive Compensation.

The information required by this item is includettler the captions “Corporate Governance-Directan@ensation” and “Executive Compensation” in the
2014 Proxy Statement and incorporated herein lareate.

Item 12. Security Ownership of Certain Beneficial @vners and Management and Related Stockholder Matter

The information required by this item is includettler the captions “Security Ownership of Certaim&ial Owners and Management” in the 2014 Proxy
Statement and is incorporated herein by reference.

Item 13. Certain Relationships and Related Transaabins, and Director Independence.

The information required by this item is includettler the captions “Certain Relationships and Rél@ransactions” and “Corporate Governance-Director
Independence” in the 2014 Proxy Statement anccirporated herein by reference.

Item 14. Principal Accounting Fees and Services.

The information required by this item is includettler the caption “Proposal 2-Ratification of Indegent Registered Public Accounting Firm” in the 201
Proxy Statement and is incorporated herein by eefss.
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PART IV

Item 15. Exhibits, Financial Statement Schedules.

(@) The following documents are included as péthis Annual Report on Form 10-K:

(1) Financial Statements.

Report of Independent Registered Public Accourftinm
Consolidated Balance Sheets

Consolidated Statements of Income

Consolidated Statements of Comprehensive Income
Consolidated Statements of Stockholders' Equity
Consolidated Statements of Cash Flows

Notes to Annual Consolidated Financial Statements

(2) Financial Statement Schedules.

All financial statement schedules have been omatethey are not required, not applicable, or éugired information is otherwise included.

74
75
76
7
78
79
80

(3) Exhibits.
Filed Incorporated by
Exhibit Description of Document Herewith Reference Form Exhibit No.  Date Filed
Acquisition Agreements
21 Purchase and Sale Agreement dated December 3, @0@Mended, among The X S-1 2.1  February 17, 2009
Franciscan University of the Prairies, the SistérSt. Francis and the registrant.
2.2 Asset Purchase and Sale Agreement dated Septe2)(#2007 between the X S-1 2.2 February 17, 2009
Colorado School of Professional Psychology andé¢heéstrant.
Charter Documents and Instruments Defining Rights Security Holders
31 Fifth Amended and Restated Certificate of Incorpiora X 10-Q 3.1 May 21, 2009
3.2 Second Amended and Restated Bylaws. X S-1 3.4  March 20, 2009
4.1 Specimen of Stock Certificate. X S-1 4.1 March 30, 2009
4.2 Second Amended and Restated Registration Rightsefgent dated August 26, X S-1 4.4  September 4, 2009
2009 among the registrant and the other personsdhémerein.
Employee Benefit Plans
10.1 * Amended and Restated 2005 Stock Incentive Plan. X S-1 10.1 December 22, 2008
10z * 2005 Stock Incentive Plan-Form of Stock Optiogréement and Notice of Option X S-1 10.z  February 17, 2009
Grant for Founders.
10.2 * 2005 Stock Incentive Plan-Form of Stock Optiogréement and Notice of Option X S-1 10.2  February 17, 2009
Grant for Charlene Dackerman, Jane McAuliffe, Résodard and other non-
executive employees.
104 * 2005 Stock Incentive Plan-Form of Stock Optiogréement and Notice of Option X S-1 10.4 February 17, 2009
Grant for Andrew S. Clark, Daniel J. Devine, Rodfieysheng and Christopher
Spohn.
105 * 2005 Stock Incentive Plan-Form of Stock Optiogréement and Notice of Option X S-1 10.1z  February 17, 2009
Grant for Robert Hartman.
10.€ * Amended and Restated 2005 Stock Incentive Pamfof Stock Option X 8-K 10.1:  January 12, 2010
Agreement and Notice of Option Grant for Charlerzek®rman, Jane McAuliffe,
Ross Woodard and other non-executive employees.
10.7 * Amended and Restated 2005 Stock Incentive PamFof Stock Option X 8-K 10.1¢  January 12, 2010
Agreement and Notice of Option Grant for AndrewC&rk, Daniel J. Devine,
Rodney T. Sheng and Christopher L. Spohn.
10. * Amended and Restated 2005 Stock Incentive Plare#dment to Stock Option X S-1 10.3¢  March 30, 2009

Award

114




Filed

Incorporated by

Exhibit Description of Document Herewith Reference Form Exhibit No.  Date Filed
10.¢ Amended and Restated 2009 Stock Incentive Plan. X 8-K 10.1 May 16, 2013

10.1(C Amended and Restated 2009 Stock Incentive Pamfof Nonstatutory Stock X S-8 99.£  May 13, 2009
Option Agreement for Executives and Senior Managgme

10.11 Amended and Restated 2009 Stock Option PlarrmFad Nonstatutory Stock X 10-Q 10.2  May 3, 2011
Option Agreement (effective March 2011).

10.1Z Amended and Restated 2009 Stock Incentive Planm of Incentive Stock Optic X S-8 99.t  May 13, 2009
Agreement for Executives and Senior Management.

10.13% 2009 Stock Incentive Plan - Form of Restrictédc® Unit Award Agreement X 8-K 99.1  June 27, 2011
(Deferred Settlement).

10.1¢ 2009 Stock Incentive Plan - Form of Restrictédc® Unit Award Agreement X 8-K 99.2  June 27,2011
(General).

10.1¢ Form of Non-Plan Stock Option Agreement X S-8 99.6  May 13, 2009

10.1¢ Form of Compensatory Warrant Agreement. X S-1 4.1 March 20, 2009

10.17% Amended and Restated Employee Stock Purchase Pla X 8-K 99.1  March 22, 2010

10.1¢ Bridgepoint Education Nonqualified Deferred Cagngation Plan X 10-Q 10.7 May 3, 2010
Agreements with Executive Officers, Directors and Vérburg Pincus

10.1¢ Employment Agreement between Andrew S. Clark thedregistrant. X S-1 10.2¢ March 20, 2009

10.2( Employment Agreement between Daniel J. Deving te registrant. X S-1 10.2¢  March 20, 2009

10.21 Employment Agreement between Rodney T. Shenglaadegistrant. X S-1 10.27  March 20, 2009

10.22 Offer Letter to Diane Thompson. X S-1 10.2¢ March 20, 2009

10.2¢ Offer Letter to Thomas Ashbrook. X S-1 10.2¢  March 20, 2009

10.2¢ Offer Letter to Douglas C. Abts. X 10-K 10.2: March 2, 2011

10.2¢ Executive Severance Plan. X S-1 10.31  March 20, 2009

10.2¢ Form of Severance Agreement under the ExeciBeaserance Plan. X S-1 10.3¢ March 20, 2009

10.2% Offer Letter to Dale Crandall. X S-1 10.3( March 20, 2009

10.2¢ Offer Letter to Marye Anne Fox. X 10-K 10.3C  March 7, 2012

10.2¢ Offer Letter to Andrew Miller. X 10-K 10.31 March 7, 2012

10.3( Form of Indemnification Agreement for Executi@dficers and Directors (before X S-1 10.¢  December 22, 2008
January 1, 2012).

10.31 Form of Indemnification Agreement (after Januar2012). X 10-K 10.3¢  March 7, 2012

10.3: %?LCSK) Ownership Guidelines (after December 3,12and prior to May 14, X 10-K 10.3¢ March 7, 2012

10.3¢ Stock Ownership Guidelines (effective May 14130 X

10.3¢ Nominating Agreement between Warburg Pincus andebistrant. X S-1 10.11  February 17, 2009
Bank Documents

10.3¢ Credit Agreement dated January 29, 2010 with CaradBank X 8-K 99.1  February 3, 2010

10.3¢ Revolving Credit Note dated January 29, 2010 witm€rica Bank X 8-K 99.2  February 3, 2010

10.37 Security Agreement dated January 29, 2010 with Coa®ank X 8-K 99.2 February 3, 2010

10.3¢ First Amendment to Loan Documents with ComericakBaated July 30, 2010 X 10-Q 10.1  August 3, 2010

10.3¢ gg;gnd Amendment to Loan Documents with Comerici&Bated August 6, X 10-Q 10.2 November 2, 2010

10.4( 'zl'ggg Amendment to Loan Documents with ComericalBdated December 1, X 10-K 10.3¢ March 2, 2011

10.41 Fourth Amendment to Loan Documents with ComericakBdated May 2, 2011. X 10-Q 10.1 August 2, 2011

10.4z ggtlthmendment to Loan Documents with ComericalBatated January 27, X 10-K 10.4:  March 7, 2012

10.4: Sixth Amendment to Loan Documents with ComericalBaiated March 30, X 10-Q 10.6  May 1, 2012

2012.
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Exhibit

Filed

Description of Document Herewith

Incorporated by
Reference

Form

Exhibit No.

Date Filed

10.4¢

10.4¢

10.4¢

10.45

10.4¢

10.4¢

10.5C

10.51

10.52

10.5%

10.5¢

10.5¢

10.5¢

10.57

10.5¢

10.5¢

10.6C

10.61

10.62

10.6¢

10.6¢

10.6¢

10.6¢€

Amended and Restated Revolving Credit Agreemeitit @imerica Bank, dated
as of April 13, 2012.

Material Real Estate Leases

Office Lease dated January 31, 2008 with KiR®alty, L.P., as amended by the
First Amendment thereto dated December 1, 2008tekto the premises located
at 13480 Evening Creek Drive North, San Diego, foatia.

Second Amendment to Office Lease dated Jun@(®, vith Kilroy Realty L.P.,
related to the premises located at 13480 EvenieglCbrive North, Sand Diego,
California.

Office Lease and Sublease Agreements, relatdtpremises located at

13500 Evening Creek Drive North, San Diego, Catifar

First Amendment to Office Lease dated March204,0, with Kilroy Realty, L.P.,
related to the premises located at 13500 EvenieglCbrive North, San Diego,
California.

Second Amendment to Office Lease with Kilroy Rea..P., dated February 29,
2012, related to the premises located at 13500iRge®reek Drive North, San
Diego, California.

Office Lease dated June 26, 2009, with KilronRe L.P., related to the premises
located at 13520 Evening Creek Drive North, Sargbje€alifornia.

Standard Form Modified Gross Office Lease d@etbber 22, 2008, and
addendum, with Sunroad Centrum Office I, L.P. eldb the premises located at
8620 Spectrum Center Lane, San Diego, California.

First Amendment to Standard Form Modified Grossd@ft. ease dated Septem!
16, 2011, with Sunroad Centrum Office I, L.P., tetato the premises located at
8620 Spectrum Center Lane, San Diego, California.

Office Lease dated February 28, 2011 with WST51&rapahoe Investors V,
L.L.C., related to the premises located at locatetb15 Arapahoe Street, Denver,
Colorado.

Commencement Date Memorandum and First AmendtoéDifice Lease dated
November 18, 2011 with WSC 1515 Arapahoe InvestoisL.C., related to the
premises located at located at 1515 Arapahoe Sbeewer, Colorado.

Lease dated August 8, 2011, with CCP/MS SSlhv@e Tabor Center | Property
Owner LLC, related to the premises located at 1208 Street and 1201 16th
Street, Denver, Colorado.

First Amendment dated June 28, 2012, with CCP888I Denver Tabor Center |
Property Owner LLC, related to the premises locatet?00 17th Street and 1201
16th Street, Denver, Colorado.

Material Strategic Agreements
Master Services and License Agreement dateceSyetr 29, 2009, with
eCollege.com

First Addendum to Master Services and Licenseedmgent dated November 9,
2009 with eCollege.com

Second Addendum to Master Services and Licegseeient dated
December 15, 2009 with eCollege.com

Third Addendum to Master Services and Licenseefment dated January 12,
2010 with eCollege.com

Fourth Addendum to Master Services and Licergpeément dated October 14,
2010 with eCollege.com

Software License Agreement and Campuscare Sufgoeement between
Campus Management Corp. and the registrant.

Addenda to Software License Agreement with Cariygjanagement Corp. dated
June 29, 2009.

Addendum to CampusCare Maintenance and Supjgoeefent dated February
11, 2011 with Campus Management Corporation.

CampusCare Maintenance and Support Renewal Batsinber 28, 2011, with
Campus Management Corp.

Addendum to Software License Agreement with Qasridanagement Corp.
dated June 29, 2012.
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10-Q
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8-K
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10.1
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10.1
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99.1

10.4¢

10.4¢

10.4%

10.5¢

10.21

10.z

10.67

10.7z

August 7, 2012

April 13, 2009

August 11, 2009

April 13, 2009

May 3, 2010

May 1, 2012

August 11, 2009

March 2, 2009

December 16, 2011

May 3, 2011

March 7, 2012

November 1, 2011

August 7, 2012

October 1, 2009
March 2, 2010
March 2, 2010
March 2, 2010
March 2, 2011
March 30, 2009
August 11, 2009
May 3, 2011
March 7, 2012

March 12, 2013




Filed

Incorporated by

Exhibit Description of Document Herewith Reference Form Exhibit No.  Date Filed
10.67 Addendum to CampusCare Support Agreement dated28)rgd12 with Campus X 10-K 10.7¢ March 12, 2013
Management Corporation.
10.6¢ CampusCare Maintenance and Support Renewal Batsmber 10, 2012, with X
Campus Management Corp.
10.6¢ CampusCare Maintenance and Support Renewal Gatether 24, 2013, with X
Campus Management Corp.
10.7¢ General Services Agreement dated January 1, 2G0&ée Affiliated Computer X 10-K 10.6¢ March 7, 2012
Services, Inc. and Ashford University, LLC.
10.71 Amendment One to General Services Agreement datgd 4, 2011 between X 10-Q 10.£  August 2, 2011
Affiliated Computer Services, Inc. and Ashford Uerisity, LLC.
10.7z Amendment One to Task Order One (Central Fimhdd Processing) dated X 10-K 10.7C  March 7, 2012
January 2, 2012 between Affiliated Computer Sesyitec. and Ashford
University, LLC.
10.7¢ General Services Agreement dated January 1, 2G0&ée Affiliated Computer X 10-K 10.71 March 7, 2012
Services, Inc. and University of the Rockies, LLC.
10.7¢ Amendment One to General Services Agreement datgd 3, 2011 between X 10-Q 10.E  August 2, 2011
Affiliated Computer Services, Inc. and Universifitioe Rockies, LLC.
10.7¢ Amendment One to Task Order One (Central Firsh#déd Processing) dated X 10-K 10.7¢ March 7, 2012
January 2, 2012 between Affiliated Computer Sesjitec. and University of the
Rockies, LLC.
10.7¢ License Agreement dated October 31, 2013 betWedres Education Holdings, X
Bridgepoint Education, Inc. and Ashford University,C.
Code of Ethics
14.1 Amended and Restated Code of Ethics X 8-K 14.1 December 1, 2009
Subsidiaries
21.1 List of subsidiaries of the registrant. X 10-K 21.1 March 12, 2013
Consent and Power of Attorney
23.1 Consent of independent registered public accourfiting X
24.1 Power of Attorney (included on signature page). X 10-K 24.1 March 12, 2013
Certifications Required by Sarbanes-Oxley Act of 202
31.1 Certification of Andrew S. Clark, CEO and Presidgnirsuant to Rule 13a-14(a) X
or 15d-14(a) of the Securities and Exchange Adi934, as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.
31.2 Certification of Daniel J. Devine, Chief Financ@fficer, pursuant to Rule 13a-14 X
(a) or 15d-14(a) of the Securities and ExchangeoAt934, as adopted pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.
321 Certification pursuant to 18 U.S.C. Section 1350adopted pursuant to X
Section 906 of the Sarbanes-Oxley Act of 2002, eteetby Andrew S. Clark,
CEO and President, and Daniel J. Devine, Chiefrféiah Officer
99.1 Disclosure required pursuant to Section 13(r) ef$lecurities Exchange Act of X
1934
Interactive Data
101 The following financial information from our Aoal Report on Form 10-K for X

*

the fiscal year ended December 31, 2012, filed #i¢hSEC on March 17, 2014,
formatted in Extensible Business Reporting Langu&g§BRL"): (i) the
Consolidated Balance Sheets as of December 31, a@tidDecember 31, 2012;
(ii) the Consolidated Statements of Income forytbars ended December 31,
2013, 2012 and 2011; (iii) the Consolidated Stateémef Comprehensive Income
for the years ended December 31, 2013, 2012 ant @1the Consolidated
Statements Stockholder's Equity for the three yeaded December 31, 2013;
(v) the Consolidated Statements of Cash Flowshferyears ended December 31,
2013, 2012 and 2011; and (vi) Notes to Annual Chdated Financial
Statements.

Indicates management contract or compensatorygslarrangemer
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Portions of this exhibit have been omitted parguo a request for confidential treatment andnibre-public information has been filed separateiththe

SEC.
XBRL information is furnished and not filed opart of a registration statement or prospectupfwposes of Sections 11 or 12 of the Securitigsiéc
deemed not filed for purposes of Section 18 offkehange Act, and otherwise is not subject to liighinder these sections.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the regigthas duly caused this report to be signedson it
behalf by the undersigned thereunto duly authorized

BRIDGEPOINT EDUCATION, INC.

/sl ANDREW S. CLARK

Andrew S. Clark
(CEO and President)

Dated: March 17, 2014

KNOW ALL PERSONS BY THESE PRESENTS, that each pemshose signature appears below constitutes anmirgppAndrew S. Clark and Daniel J.
Devine, jointly and severally, as his attorney-amtf each with the power of substitution, for hmany and all capacities, to sign any amendmerttigcAnnual
Report on Form 10-K and to file the same, with bihkithereto and other documents in connectiorethi¢h, with the Securities and Exchange Commission,
hereby ratifying and confirming all that each oifdsattorneys-in-fact, or his substitute or subsgisl may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following persons on behalf of the registra
and in the capacities and on the dates indicated.

Name Title Date
/sl ANDREW S. CLARK CEO and President (Principal Executive Officer) arldirector March 17, 2014
Andrew S. Clark

/s DANIEL J. DEVINE Chief Financial Officer (Principal Financial Offige March 17, 2014

Daniel J. Devine

/s/ RUSSELL SAKAMOTO Vice President, Chief Accounting Officer and ComtterController (Principal Accounting Officer) March 17, 2014

Russell Sakamoto

/s/ RYAN CRAIG Director March 17, 2014
Ryan Craig
/s/ DALE CRANDALL Director March 17, 2014
Dale Crandall
/sl PATRICK T. HACKETT Director March 17, 2014

Patrick T. Hackett

/sl MARYE ANNE FOX Director March 17, 2014
Marye Anne Fox

/sl ROBERT HARTMAN Director March 17, 2014

Robert Hartman

/s/ ADARSH SARMA Director March 17, 2014

Adarsh Sarma
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Exhibit 10.33

BRIDGEPOINT EDUCATION, INC.

STOCK OWNERSHIP GUIDELINES
(Effective January 1, 2012, Amended May 14, 2013)

Objective To create a linkage between stockholders, senior executives anoiitteds Directors through a required level
of stock ownership.

Covered Employees Chief Executive Officer, Executive Vice Presidents, Senior ViesiBents and non-employee members of the
Board of Directors.

Stock Ownership It is expected that within five years of becoming subje¢hése guidelines that the covered employee shall
Guidelines achieve the appropriate stock ownership guideline, as set &aiw:b

» Chief Executive Officer - A number of shares equal to tieignt of (1) an amount equal to six times base
salary, divided by (2) the stock price at the date of calculatio

» Executive Vice Presidents - A number of shares equal tauiteeqt of (1) an amount equal to three times
base salary, divided by (2) the stock price at the date of catulati

» Senior Vice Presidents - A number of shares equal to tteeqtiof (1) an amount equal to two times base
salary, divided by (2) the stock price at the date of calculatio

» Non-Employee Directors - A number of shares equal to the quatfdf) an amount equal to three times the
annual retainer for service on the Board of Directors (excluditagners for committee or chair service),
divided by (2) the stock price at the date of calculation

Initially, the date of calculation for Executives was Novemi@er2B11 and May 14, 2013 for the Board of
Directors; thereafter, the date of calculation will be the daterafarequity awards or the date of a
contemplated sale by a covered employee.

Shares and Covered employees and members of the Board of Directors médy #agis ownership guidelines with:
Equivalents

» Shares owned directly or indirectly by the covered employgriase or minor children, or a trust controlled
by the covered employee;

» Deferred compensation payable in shi

» Share equivalents (vested and unvested restricted stock urgtsedefompensation payable in stock);

* “In the money” exercisable stock options held directly dirgctly by the covered employee’s spouse or
minor children, or a trust controlled by the covered employee.




Non-employee members of the Board of Directors may also s#tiifyownership guidelines with shares or
other securities beneficially owned through their affiliates.

Compliance Covered employees may not sell shares unless they will sitesppropriate ownership guidelines
Assurance after the completion of the sale.



Exhibit 10.68

CAMPUSCARE ®MAINTENANCE AND SUPPORT Renewal

RATE SCHEDULE AND TRAINING KEYS FOR CAMPUSCARE PREM IUM SERVICES

This document is made a part of the CampusCare Maintenance and Support Agreement, Master Agreement, Talisma Fundraising Software Maintenance
Agreement or Talisma License and Services Agreement, as applicable , (the “Agreement”) between Campus Management Corp. and Customer dated 02/15/2005.

Customer : Bridgepoint Education, Inc.

Record Count/Users :  [***] ASRs
[***] CRM Users

Please choose a payment plan by checking the appropriate box below.

Products : Renewal
CampusVue Student $[**]
CampusVue Portal $[*]
CampusLink Web Services eLead $
CampusLink Web Services Communicator $[*]
CampusLink Web Services AppCreator S
CampusLink Web Services eLearning |
Talisma CRM

250 CRM Users $[**]

251 + Unlimited CRM Users (02/28/13 - 12/31/13) b el
Total 2013 Renewal Fees $[**]
TAM fees for 2013** S
PSSC fees for 2013+ S

*Pursuant to the Addendum dated June 29, 2012.
**See related SOW for details.

Insight 2013 Passes: [***]

Keys: [***]

Professional Services Hours: [***]*+*
1-Year Term through December 31, 2013

__One Annual Payment of $[***] if paid by December 30, 2012
([***1% discount on CampusCare only (including Talisma CRM
Unlimited Users), plus TAM and PSSC)

__ One Annual Payment of $[***] if paid after December 30, 2012
([***] discount; CampusCare (including Talisma CRM Unlimited
Users), plus TAM and PSSC)

***The CampusCare fees above include 300 Professional Services hours to be used during the 2013 calendar year.

Initial payment as indicated above is due and payab

le simultaneously upon execution.

CampusCare Services are subject to the terms and conditions in the Agreement and this CampusCare Renewal.

CampusCare Premium features off-hour system upgrades and free emergency support, plus [***] free passes to Campuslinsight 2013 for CampusVue customers.

CampusCare Premium is not available for CampusLink Web Services.

[***] Confidential portions of this document havebn redacted and filed separately with the Comonissi




Customer acknowledges and agrees that use of consultants or service providers who are not certified and/or authorized by CMC in advance will void CMC'’s
warranties in license and service agreements, and any services and costs incurred by CMC to support or correct third party work will be billed and paid at CMC’s
then current rates.

Support covers production environments and excludes services and support to update and maintain testing and development environments and support of
integrations. Any incremental services will be billed to Customer on a T&M basis and may be contracted for separately.

The annual CampusCare fee includes CMC's provision of Releases to Talisma ® CRM and Talisma ® Fundraising, but installation and implementation of the
Releases is not included as part of the annual fee, notwithstanding anything to the contrary in the Agreement and Exhibits thereto. The foregoing does not apply to
Talisma ® Fundraising sold in conjunction with CampusVue © Student.

NOTE: As of 2012 and thereafter, training keys are to be used exclusively for training through the Learning Center and Campuslinsight User Conference pre-
conference training.

Customer acknowledges and agrees that any delinquent payment owed to CMC, under this or any other agreement, may result in suspension of CampusCare and
other services until all outstanding amounts due are paid in full.

Customer shall promptly pay, indemnify and hold CMC harmless from all sales, use, gross receipts, GST, value-added, personal property or other tax or levy
(including interest and penalties) imposed on the services and deliverables which have been or will be provided under any agreements, other than taxes on the net
income or profits of CMC. Subject to any applicable laws, the foregoing shall not apply to the extent Customer is formed as a not for profit organization and promptly
provides CMC an applicable tax exempt certificate. All prices quoted are net of taxes.

PRIVACY PROTECTION: Do not send unsolicited personally identifiable information (“PIl”) to CMC, and in any event do not send PIl to CMC except by secure
transfer and in a manner officially authorized by CMC.

BRIDGEPOINT EDUCATION, INC. CAMPUS MANAGEMENT CORP.
By: /sl Thomas Ashbrook By: /sl Anders Nessen
Print: Thomas Ashbrook Print: Anders Nessen
Title: SVP/ CIO Title: CFO

Date: 12/10/2012 Date: 12/10/2012




Exhibit 10.69

CAMPUSCARE ®MAINTENANCE AND SUPPORT Renewal
RATE SCHEDULE AND TRAINING KEYS FOR CAMPUSCARE SERV ICES

This document is made a part of the CampusCare Maintenance and Support Agreement, Master Agreement, Talisma Fundraising Software Maintenance
Agreement or Talisma License and Services Agreement, as applicable , (the “Agreement”) between Campus Management Corp. and Customer dated 02/15/2005.

Customer : Bridgepoint Education, Inc.

Record Count:  [***] ASRs
[***] CRM Users

Term: 1-Year Term through December 31, 2014

CampusCare Fees :

Licensed Program CampusCare Premium
CampusVue Student $[*]
CampusVue Portal S
CampusLink Web Services eLead API S
CampusLink Web Services Communicator API S
CampusLink Web Services AppCreator API $[**]
CampusLink Web Services eLearning API S
Talisma CRM $[**]
Total 2014 CampusCare Renewal Fees $[*]
TAM fees for 2014* $[**]
PSSC fees for 2014* S

*See related SOWs for details.

Campusinsight Passes : [***]
Keys : [

Professional Services Hours:  The CampusCare fees above include 300 Professional Services hours to be used during the 2014 calendar year.
Please choose a support payment plan by checking the appropriate box below.
Initial payment is due and payable simultaneously upon execution of this renewal.
__One Annual Payment of $[***] if paid by October 31, 2013 ([***]% discount on CampusCare only (including Talisma CRM
Unlimited Users), plus TAM and PSSC)
__One Annual Payment of $[***] if paid by December 31, 2013 ([***]% discount on CampusCare only (including Talisma CRM
Payment : Unlimited Users), plus TAM and PSSC)

[***] Confidential portions of this document haveén redacted and filed separately with the Comonissi




ADDITIONAL TERMS:

CampusCare Services are subject to the terms and conditions in the Agreement and this CampusCare Renewal. The terms below shall continue in effect for each
renewal term hereafter.

CampusCare Premium . CampusCare Premium features off-hour system upgrades and free emergency support, plus [***] free passes to Campusinsight 2014 for
CampusVue customers.

CampusCare Premium is not available for CampusLink Web Services.

Exclusions . Support covers production environments. Unless otherwise agreed to via a separate addendum, CampusCare Services excludes the following: (i)
services and support to update and maintain non-production environments (such as testing and development environments); (ii) support of integrations, (iii) issues
related to reconfiguration of the Licensed Program as a direct result of sizing/space related issues, restoring/re-installing/re-implementing production server
components, restoring corrupt databases, performance of business functions such as creation/configuration of rules/teams/reports, or modification and/or
manipulation of the Licensed Program including, but not limited to, stored procedures, predefined routines, installation of scripts, standard/custom reports, and data
written to the Licensed Program from Third Parties Products, as applicable.

The annual CampusCare fee includes CMC's provision of Releases to Talisma® CRM and Talisma® Fundraising, but installation and implementation of the
Releases is not included as part of the annual fee, notwithstanding anything to the contrary in the Agreement and Exhibits thereto. The foregoing does not apply to
Talisma® Fundraising sold in conjunction with CampusVue® Student.

With respect to Talisma CRM installation of Releases or upgrades, CMC highly recommends Customer engage CMC's professional services organization for
assistance when installing Releases or upgrades for Talisma products. Any issues or problems arising out of Customer configuring and installing a Release or
upgrade are not covered under CampusCare Services. If the software has been customized, the Release or upgrade may cause system failures. Any problems with
customizations that Customer reports to CMC that are related to or caused by the Release or upgrade are not covered under CampusCare Services.

Customer acknowledges and agrees that any issues arising or related to work performed by Customer or any third parties is expressly not covered under the
warranties, remedies and indemnity provisions under the license and service agreements. Any resources expended by CMC with respect to such issues, or
discovered to be caused by such issues (for example, problem analyses, support, re-work, etc.), shall be billed to and paid by Customer at CMC's standard hourly
rates on a T&M basis commencing from the initial support request, and Customer shall promptly pay such support charges.

Should CMC provide technical support in connection with problems that are beyond the scope of the CampusCare Services, that are not Errors in the Licensed
Programs, or for any incremental services, then Customer shall pay for any such services on a time-and-materials basis and may be contracted for separately.

Keys . As of 2012 and thereafter, training keys are to be used exclusively for training through the Learning Center and Campusinsight User Conference pre-
conference training.

Late Payment . Customer acknowledges and agrees that any delinquent payment owed to CMC, under this or any other agreement, may result in suspension of
CampusCare Services and other services until all outstanding amounts due are paid in full.

Taxes . Customer shall promptly pay, indemnify and hold CMC harmless from all sales, use, gross receipts, GST, value-added, personal property or other tax or
levy (including interest and penalties) imposed on the services and deliverables which have been or will be provided under any agreements, other than taxes on the
net income or profits of CMC. Subject to any applicable laws, the foregoing shall not apply to the extent Customer is formed as a not for profit organization and
promptly provides CMC an applicable tax exempt certificate. All prices quoted are net of taxes.

Privacy Protection . Do not send unsolicited personally identifiable information (“PIl”) to CMC, and in any event do not send PIl to CMC except by secure transfer
and in a manner officially authorized by CMC.

BRIDGEPOINT EDUCATION, INC. CAMPUS MANAGEMENT CORP.
By: /sl Thomas Ashbrook By: /sl Anders Nessen
Print: Thomas Ashbrook Print: Anders Nessen
Title: SVP/ CIO Title: CFO

Date: 10/16/2013 Date: 10/24/2013

[***] Confidential portions of this document havebn redacted and filed separately with the Comonissi



Exhibit 10.76

LICENSE AGREEMENT

This License Agreement (thisAgreement”) is entered into as of October 31, 2013 (theffective Date”), by and betwee
Forbes Education Holdings LLC, a Delaware limited liabilitynpany (“Forbes™), on the one hand, and Bridgepoint Education,
a Delaware corporation @ridgepoint ) and its wholly-owned subsidiary Ashford Universityl.C (* Ashford ” and, collectivel
with Bridgepoint, “Licensee”), on the other hand. Each of Forbes and Licensee are referneddio as a “Party,and together, tt
“Parties.”

WHEREAS, Forbes has certain rights to the Licensed Markshandcensed Content in connection with the Licensed Ac
(each, as defined herein);

WHEREAS, Licensee owns and operates Ashford University, @gmmdary educational institution offering programs o
and at a campus located in Clinton, lowa;

WHEREAS, Licensee wishes to use the Licensed Marks to reliisai@bllege of Business and Professional Studies (the
Business Schodl) as the “Forbes School of Business at Ashford Universipd

WHEREAS, Licensee wishes to license from Forbes the righsdothe Licensed Marks and certain related domain nat
connection with the Licensed Activity, and Forbes has agreédeiase to Licensee Forbesghts in the Licensed Marks and cer
related domain names solely for such purposes, subject to ced#intions.

NOW, THEREFORE, In consideration of the agreements of théepaset forth below, and for other good and valt
consideration, the receipt and sufficiency of which are hereby atédged, the parties agree as follows:

1. Definitions; Interpretation .

1.1 Definitions . The capitalized terms used herein but not defined shall takedlspective meanings from Exhibit A
hereto (hereby incorporated into this Agreement by this refejen
1.2 Interpretation .
(a) In this Agreement, unless provided otherwise or requirecbbyext, (i) references to articles, sections (or

subdivisions of sections), recitals, preambles, schedukesnaixes are to those of this Agreement, (ii) terms defingek iningular
shall include the plural and vice versa, (iii) references to anydteal include all rules and regulations promulgated therewamdkall
amendments, modifications, supplements thereto or restateoneatdacements thereof subsequently implemented or enacted,
(iv) references to any Contract shall be deemed to include all dippsnschedules, attachments, exhibits, annexes or certificates
furnished pursuant thereto and all subsequent amendmerdatemests and other modifications thereof, (v) the words “hérein,
“hereby,” “hereof,” and “hereunder” or other words of similar artpefer to this Agreement as a whole, (vi) the words “or” and
“including” shall not be limiting or exclusive, (vii) referess to “dollars” or “$” are to U.S. dollars, (viii) accountimgrhs which are
not otherwise defined in this Agreement shall have the meagings to them




under GAAP and (ix) references to days are to calendar daysigdovhat any action otherwise required to be taken on a daysthat i
not a Business Day shall instead be taken on the next BuBlagss

(b) The section headings of this Agreement are for convenience ofmeé&only and shall not form part of, or
affect the interpretation of, this Agreement. This Agreemenb&as negotiated and drafted jointly by the parties hereto aird th
attorneys, and no rule of construction disfavoring thetidgaparty shall apply.

2. Trademark License; Restrictions.

2.1 License Grant. Subject to the terms and conditions of this Agreememhdsdhereby grants to Licensee a non-
transferable, non-sublicensable, exclusive license, duringethme, To use and display the Licensed Marks, solely in thédngrr
(subject to the requirements of Section 7.40d solely for use in connection with the Licensed Activity rights of Forbes in and to
the Licensed Marks not expressly granted under this Sectiareréserved by Forbes.

2.2 Reservation of Rights. Licensee has not acquired, and shall not acquire, any itghgrtinterest in or to the
Licensed Marks or any other FORBES Marks except the limitédsrigith respect to such Licensed Marks expressly set fotths
Agreement. Forbes shall not acquire any right, title or intémes to the ASHFORD or ASHFORD UNIVERSITY marks,to any
other marks which are registered or in use by Licensee orfitmikk. As between Forbes and Licensee, all use of the Licenadd M
by Licensee anywhere, and all goodwill associated with suchhadkirsire to the benefit of Forbes except that Licensee resalives
goodwill associated with the ASHFORD and ASHFORD UNIVERGmarks as used in conjunction with the Licensed Marks.

2.3 Restrictions . During the Term and after any expiration or terminatiothisf Agreement, the following provisions
shall apply:

(a) No Unauthorized Use. Licensee shall not use or display (or authorize the udisplay of) the Licensed
Marks in any manner whatsoever other than as expressly authioyitieid Agreement or as otherwise required by applicable Law in
connection with the Licensed Activity.

(b) Confusing Similarity . Neither Party nor its Affiliates shall, directly or inglitly, attempt to register, own,
claim to own or claim any right (other than the rights tgdrin this Agreement) or interest in, the other Party’skislaor use or
display (other than as authorized in accordance with the termmadiions of this Agreement), attempt to register, owainctko owr
or claim any right (other than the rights granted in tigse&ment) or interest in, any service mark, service name, taage, n
trademark, domain name, brand, mark, word, translation, e, abbreviation, logo, design or other designatiarigfn
(collectively, “Marks ") confusingly similar to any of the other Party’s Marks;luding any Mark that incorporates, as applicable, the
word “Forbes” or “Ashford” and any variation thereof. Withdotiting the foregoing, each Party agrees that, shoulditsAffiliates,
directly or indirectly, ever acquire any ownership, rightbeiiest in or to any such Mark of the other Party otherttianights grante
in this Agreement, during or after the life of this Agreemeunch Party, as




applicable, shall assign and transfer and hereby does assigarsfdrtto the other Party, without any additional consiiberaall
such rights and all goodwill associated therewith.

(c) No Challenge. Neither Party shall challenge the validity of the other Pajarks or the license thereto
granted herein, nor shall Licensee challenge the Forbes Licerigbts’in or to, or ownership of, the Licensed Marksher
enforceability of the Forbes Licensors’ rights therein oisaasy third party in doing the same.

(d) No Tarnishing or Denigration . Licensee shall not, and shall not permit or allow any Sid&s and shall
not authorize or cause others, through any act, omissidm,atigobligation, to tarnish, disparage, denigrate, degraddute the
Licensed Marks, use or display the Licensed Marks in connegttbrany activity that is illicit, immoral, unethical or wiguiconstitute
or cause the existence of a violation of Law by Licensee, thee§dibensors or any of their licensees or that would be hhanfu
damaging to the reputation or goodwill of the Busines®8clhicensee, Forbes, the Forbes Licensors or any of ibeiskes.
Licensee shall, in its use of the Licensed Marks as licensed hmaimtain the validity and distinctiveness of the Licensed Blark

(e) No Use with Other Marks. Licensee shall not use, and shall not permit or allow aigifiaries and shall
not authorize or cause others to use, through any act, omisgiat or obligation, the Licensed Marks in connectiormwity other
Mark, including the ASHFORD UNIVERSITY mark, except (i)itentify the Business School as specifically set forth ini@eat12
(ii) to identify the association between the Business Sdmublicensee, (iii) to identify the Business School in capyThe Forbes
School of Business at Ashford University,” “Ashford Uaiigity’s Forbes School of Business,” or “Ashford Univigriorbes School
of Business” or (iv) with the prior written consent offB@s with respect to each instance of use (which consent may edgvan
withheld by Forbes in its sole discretion); provideékat once Forbes has provided written approval of sutdnios of use, Licensee
shall not be required to obtain approval to make substangiatijar uses.

® Notice. In connection with the use of the Licensed Marks, Licensdk si@re and as commercially
reasonable, as determined by Forbes in its reasonable bugdiswesion in consultation with Licensee, (i) mark each ugle thie
appropriate trademark symbol (e.g., “®” or “™” or “SM”) and (iirlude a trademark notice in a form reading, “Licensed Mark is
used under license” or substantially equivalent notice. IfLacgnsed Marks are used multiple times on or in a particolenment,
advertisement or other material, the symbol and notice needenlged in connection with the first prominent use of tberised
Mark on or in such document, advertisement or other matBidgalvithstanding the foregoing, Licensee’s failure to mark esehin
accordance with this Section 2.3¢fall not be a breach of Licensee’s obligations under thisefent; providedthat repeated
failures to do so or the failure to cure any such failurd sleadleemed a material breach of Licensee’s obligations under this
Agreement.




2.4 Application, Registration, Maintenance, Renewal and Enforcermnt .
(a) Application, Registration, Maintenance and Renewal

(i) Notwithstanding anything to the contrary in this Agreemasthetween Forbes and Licensee, Forbes
(and the other Forbes Licensors) shall retain the exclusiies tigroughout the world to apply for, prosecute, olagistrations for,
maintain and renew the Licensed Marks. Licensee shall cooperhttheviEorbes Licensors in the preparation and filing of any
applications, renewals or other documentation necessary or tspfattect the Forbes Licensors’ Intellectual Property rightse
Licensed Marks.

(i) Licensee may request from Forbes that the Forbes Licensorsfappgistration of Licensed Marks
or prosecute applications for, or maintain registrationkioénsed Marks that are pending or registered as of the date.fubjsct ti
the procedures and requirements in Section ,/Ftdbes may, in its sole discretion, cause the applicabbe§dicensor to apply for
such registration, prosecute such application or maintainregéstration (the Licensee-Requested Filing¥). Licensee shall
reimburse Forbes (or, at Forbes’ direction, the applicableeBdricensor) for all Expenses, associated with any Licensee-Redjues
Filings, including in the jurisdictions set forth_in liikit C to this Agreement. In the event that Licensee no longer wikkdsorbes
Licensors to continue prosecuting or maintaining a Licensepi&sted Filing, Licensee shall give Forbes notice thereofhand t
applicable Forbes Licensor may (but has no obligation t@®egtde or maintain such filing at its expense.

(b) Notification . Licensee shall notify Forbes promptly of any actual or threst infringements or imitations
unauthorized uses of the Licensed Marks of which Licensee beconaes.

() Enforcement. As between Forbes and Licensee, Forbes shall have the soke figimiy any action for any
past, present or future infringements of the Forbes Licenstetiectual Property rights in the Licensed Marks, inahgdrelated to
any domain name infringing upon the Licensed Marks. Licensskrehsonably cooperate with Forbes in any efforts by theeBorb
Licensors to enforce their rights in the Licensed Marks @réosecute third party infringers of the Licensed Marksh&®shall be
entitled to retain any and all damages and other monies awardteowise paid in connection with any such action. Forbes lséa
all Expenses associated with such action that Forbes initiltdsrespect to any past, present or future infringenarttee Forbes
Licensors’ Intellectual Property rights in the Licensed Makksensee may make a written request to Forbes to have an aittion w
respect to such infringement initiated, and Forbes shallmahBoreview and cooperate with any such request. If Forbesndbes
institute a trademark action within sixty (60) days of @tem request from Licensee to institute an action based ahpghity
infringement, and such infringement is likely to materiatiferfere with the rights granted to Licensee under this Agreethem
Licensee shall be permitted, with Forbpsbr written approval (not to be unreasonably withheldhstitute and prosecute such act
in its own name as an exclusive licensee of the specific rigattegl hereunder against such infringer. Licensee shall be feeltoit
credit Expenses in such an action to any Royalty Payment duehrperiod, including any Minimum Guaranteed Amount, suethitcr
not to exceed $* in any one calendar year, and not to except$in total during the Term of this Agreement. In any

[***] Confidential portions of this document havebn redacted and filed separately with the Comonissi




such action or related proceeding, whether brought by Forligeamsee, the parties shall reasonably cooperate with each other, an
each shall bear its own expenses, except in the case of a jaamipgip which case, the party who is requesting or requthie other
party to join shall reimburse the reasonable expenses (ingluelisonable attorneys’ fees) of the joining party. It is fipakty
understood and agreed by the Licensee that the limited, gmo&isight to bring an action to protect the Forbes Maskset forth in

this section, does not grant or transfer to Licensee any owpensintellectual Property rights in or to the Forbeark)] other than

those explicitly granted in this Agreement. Licensee shalletdesany such action without the prior written consentabgs, which
shall not be unreasonably withheld or delayed. Licensee acknowladdegrees that Licensee is not entitled to share in any damag
proceeds or other monetary relief recovered pursuant to such @m @gtisettiement, judgment or otherwise) except, in the event
Licensee institutes and prosecutes any litigation or proceatst@ll be entitled to recover from the adverse party actyareses
incurred above any [realized credit], together with its provadheaties suffered or attributable to the infringement on itsfube

Forbes Mark under this Agreement.

25 Domain Names. Forbes shall transfer to Licensee the administrative righteetdomain names related to the
Licensed Marks set forth on Exhibittizreto. Forbes shall maintain active registrations of all sagtath names, at the sole expense
of Forbes. Upon expiration or termination of this Agreetnkicensee shall transfer the administrative rights to sunofadonames
back to Forbes.

2.6 Website and Conferenced-orbes shall provide the following marketing supportitehsee:

(a) Website Links . Forbes shall (i) list the Business School as an Affilgite in the footer of its home page,
which is accessible from all pages on its website; and (ifhlésBusiness School on Forbes conference pages for conferences f
which the Business School is an educational sponsor @&dtion 2.6(bbelow in the manner in which other sponsors of the same
level are listed.

(b) Forbes Conferences To the extent that Forbes remains engaged in the busingsslating conferences,
Forbes shall identify Ashford as the “Educational Sponsarafdeast**] major Forbes conferen¢e*] as selected by Forbes
following its good faith consultation with Licensee. thsany conference where the Business School is listed as eatiedal
sponsor, Forbes shall use its best efforts to treat thedassSchool as a “Partner” level sponsor (i.e., second tiss@ppincluding
all relevant associated marketing and promotional benefitsdingwaccess for at least] ([**] ) of the Licensee’s representatives
to such conference; providetiowever, that Forbes may provide lesser sponsor status or bewodfiis Business School in
connection with such conference to accommodate bona fide spgapsaffers from unaffiliated third parties who are not direct
competitors of Licensee in the for-profit postsecondary edarcatctor.

2.7 Forbes Support of the Business SchoolSubject to the terms set forth below, Forbes shall pea¥id following
support to the Business School during this Agreement:

[***] Confidential portions of this document haveén redacted and filed separately with the Comonissi




(a) Business School Website ChanneForbes and Licensee shall work together, to the extent comrhercial
feasible, to create a Business School Channel on the Forbesewelisithe goal of creating such Channel witisir] ( [*] ) [**]
of the Effective Date. Such Channel shall be similar in scopthtr ‘branded channels’ that Forbes currently has, buthéor
avoidance of doubt, shall not be used to recruit studentssfaford or the Business School, or for any purposhibited by
Education Law.

(b) Business School Speaker Serie$orbes shall work with Licensee to identify Forbes Cbatdrs to
participate in a periodic Business School Speaker’s Series evariske shall be solely responsible for obtaining the conkent o
such Contributors to participate in Speaker’s Series evenf®andgotiating satisfactory compensation for such Conilstitwork
on such events.

(c) Business School Contributors to ForbesForbes shall provide Forbes Contributor privileges tp ([**] )
active members of the Licensee’s faculty/staff, subject togsodtandard process for review and approval of ContribUtorbes
shall be responsible for contracting with such Contritsu@cording to standard Forbes practices.

(d) Forbes Participation in Business Plan Competition Forbes shall identifj**] VP Level or higher Forbes
Staff members to serve as judges in the Business Schoolialdnrsiness plan competition during the year and/or an aRatlzs
College of Business at Ashford University annual scholar&dph such judge shall receive reimbursement of any out-of-pocket
Expenses related to such work.

(e) Conference Personnel Accesd-orbes shall providg] ([***] ) attendee passes for Business School or
Bridgepoint representatives te¥] additional Forbes conferences (beyond those for which tea&ss School is the Educational
Sponsor) to the extent there is space after other paying attespeakers, special guests and sponsors have been accommodatec
the attendance of such representatives is appropriate frofitfre criteria for attendance of such conferences.

M Forbes Subscriptions. Licensee shall be entitled to purchase individual six msulbiscriptions to Forbes
magazine (to include its print and digital editions) faidents, staff, and/or faculty of the Business School at @f&g+*] per
person.

(@) Conference Content Forbes will videotape each major session, including panaisi®ns, individual
speakers and keynotes from each of its major conferences in aceowdtnits customary practices with respect to the recording of
conferences, and, if such video is available, will use commercegblonable efforts to provide full-length sessions to Adhifar
use in higher education and to procure appropriate media refeaseisdividual speakers appearing in conference video footage.
Subject to the terms of Section 4, Licensee may use sucls\adguart of the Licensed Activities; providdtbwever, that any
modifications of the videos for such use shall be subgeitte prior approval of Forbes and any incremental costs ettbgr Forbes
in connection with reviewing, approving and/or monitoramy modifications requested by Licensee shall be payable by e&ens
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2.8 Educational Laws and Marketing . Forbes acknowledges that as a part of an institution eatiiegy in Title 1V
Programs, the Business School may only be marketed whithiguidelines set forth within certain Educational Lawswitbstanding
anything in this Agreement to the contrary, Forbes willuralertake any promotional or marketing activity on behfati® Business
School without the prior consent and/or in consultatiah Wicensee.

3. Quality Control .

31 Licensed Marks Guidelines. Use of the Licensed Marks hereunder shall be in accordance Mitk s#rms and
conditions of this Agreement, including this Sectiontl3 provisions of Section 2&éhd the Forbes Licensors’ then-current trademark
guidelines, as may be updated from time to time by the Faibessors and provided in writing to Licensee. All Licensetiity
shall be of such quality as will maintain and/or enhance thdvglipimage and reputation adhering to the Licensed Marks.

3.2 Quality of Products and Services Licensee acknowledges that the Licensed Marks (and the FORBES) Megk
associated with services of high quality. Forbes enteredhiig@®greement based on Licensee’s representations that Liceiidake
such actions as are necessary to preserve such brand image apdgdalcknowledges that Licensee, as presently operated, sk a fi
class brand of high quality. All Licensed Activity hereunsleall meet, at a minimum, a level of quality comparable to thétgu
standards generally accepted for other first class brands tdrbynsituated, for-profit competitors in the education stdyt Forbes
shall provide prompt written notice to Licensee of any faibfreicensee to meet the quality requirements set forth irSiaision 3.2
and Licensee shall have thirty (30) days from the date of sataterio cure such failure or to submit and implement a plaor® sucl
failure reasonably acceptable to Forbes. Licensee specifically ackiyewldtht appropriate brand positioning is important to the
Forbes Licensors in their management of the Licensed Markshainary material, uncured failure by Licensee to abide by thmester
of this_Section 3hall be deemed a material breach of this Agreement by Licenskwjthaut limiting the generality of Section 12.5
may cause irreparable damage to the Forbes Licensors’ busindsisbsalso employ marks related to the Licensed Marks.
Notwithstanding the foregoing, an uncured failure to abid#héyerms of thiSection 3.%hall only be considered to be a material
breach of this Agreement if, after consultation with a Medigisrdetermined that such failure represents a material fdilure
Licensee to comply with the foregoing quality standards. Mlestanding anything herein to the contrary, nothinthis Agreement
shall limit Ashford’s ability, in its sole discretiorg tlevelop and control curriculum and administer programs hgsadwhat is best
for its students and in line with the standards of its attoreahd other regulatory bodies.

33 Approval of Uses; Review of SamplesLicensee shall not use any labeling, advertising, marketipgoanotional
materials, or other publicly disseminated materials featurind ebepnsed Marks without first obtaining Forbes’ written isgyal
thereof;_provided however, that once Forbes has provided written approval of a patiosk, Licensee shall not be required to ol
approval to make substantially similar uses in connectionmitterials updated in the ordinary course of business fe.@ course
guide that has been modified only to include a current lisbofses); providegdfurther, that (x) if Forbes does not respond to
Licensee’s request for approval of materials within ( [***] ) days after receiving such request, and (y) receipt of sudesely
Forbes has been confirmed (by email or telephonically) by
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Licensee, then such request shall be deemed approved. Subjedittetirestrictions set forth in this Agreement, the lcgus

banners set forth in Exhibit &e deemed to have been approved in writing by Forbes as I6ogtes further approves each intended
use of any such logo or banner in accordance with this S&8om\ny requests for such approval under this Sectiorsi3al be
directed to Amy Berretta at Aberretta@forbes.com. From timien® &and upon Forbes’ written request, Licensee shall submit to
Forbes a reasonable number of samples of all materials beagihgeénsed Marks, including labeling, advertising, markedimg)
promotional materials, and other publicly disseminated materials

3.4 Improper Use. If Forbes discovers any use of the Licensed Marks thatrimeB’ opinion, is improper or
inconsistent with the terms of this Sectionehd Forbes delivers a writing describing in detail the raifisuch use to Licensee,
Licensee shall remedy such use, withir] ([**] ) days of receipt of such writing, to the reasonable satisfaofi Forbes, by
submitting a new sample, permitting re-inspection or otlsenmforming Forbes of the changed or discontinued use.

35 Cooperation. Licensee shall reasonably cooperate with Forbes in enablibgd-to ascertain that use of the
Licensed Marks in connection with the Licensed Activity meetbé&mreasonable quality standards. Such cooperation shall include
promptly providing Forbes with: (a) on Forbes’ requessisonable information regarding Licensee’s conduct of the Liceéxsidty;
and (b) copies of any written communications from thirdigauriegarding the quality of the Licensed Activity (e.g., Sicpnt
consumer, student or regulatory complaints) that are likefyave a material adverse effect on Bridgepoint, Ashford, tisenBss
School or the Forbes Licensors’ Marks; providédwever, that, with respect to written communications from studeérislgepoint
may redact from such written communications the names of thieappl students and such other information as necessary tdycomp
with Law.

3.6 Inspection. Forbes shall have the right to monitor the quality efltltensed Activity offered in connection with the
Licensed Marks. In connection with such right, Licensee shathip&iorbes to enter Licensee’s premises, upon not lessitteatbj
business days’ prior written notice, during normal busresirs and in a manner that is not disruptive to thiméss for the purpose
of conducting inspections to ascertain the quality of tleerised Activity. Licensee shall cooperate fully with Forbesah su
inspections by rendering such assistance and/or making necessagesko the Licensed Marks as Forbes may reasonably request.

3.7 Approval Not a Warranty . Forbes’ grant of any license or approval of any Licensedsifsctiereunder (including
Foreign Activities) shall not be construed to mean that kiggnsed Activity is safe or does not infringe the IntellecRralperty
rights of any third party or otherwise conforms to thauegnents of applicable Law.

3.8 Third Party Advertising . Licensee will not sell advertising in connection with theehsed Activity.
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4. Content License.

4.1 License Grant. Subject to the terms and conditions of this Agreememhdschereby grants to Licensee, under the
rights Forbes has in the Licensed Content, a non-transfenainlesublicensable, non-exclusive license, during the Ternset@mid
reproduce Licensed Content, and distribute and publicly displ&aculty, staff and students solely for use in conneatitim the
courses offered by the Business School, solely in the Trgratal solely as part of course materials (e.g., in classranthas part of
online courses), for educational purposes outside of theatessor (subject to Forbes’ prior written approval for easd) in
marketing or promotional materials in connection with theehsed Activity. All rights of Forbes in and to the Licen€emhtent not
expressly granted under this Sectionard reserved by Forbes. Licensed Content made available onlitteenwise via the Internet
shall be made available in a secure fashion, with access limitaduityf staff and students of the Business School. Noatiséy
works shall be created from the Licensed Content except with regaehdnging cosmetic print (e.g., changing font) or chranfyom
print to digital or digital to online (it being agreed tladitsuch derivative works shall be owned by the applicabledsdtlzensors);
provided, however, that the embedding of otherwise unmodified Licensed Caniteiiding excerpts of Licensed Content, into
Licensee’s course material or into marketing and promotioagnial or microsites, shall not be deemed to be the credtion o
prohibited derivative work for purposes of this sentenceras &s such Licensed Content is otherwise unmodified angliesmvith,
and is subject to, the other provisions of this Section 4

4.2 Reservation of Rights. Licensee has not acquired, and shall not acquire, any itghgrtinterest in or to the
Licensed Content except the limited rights with respect to kiseimsed Content expressly set forth in this Agreement.
4.3 Restrictions . During the Term and after any expiration or terminatiothisf Agreement, the following provisions
shall apply:
(a) No Unauthorized Use. Licensee shall not reproduce, distribute or display (thrasize the reproduction,

distribution or display of) the Licensed Content in any nesrwhatsoever other than as expressly authorized by this Agreemen

(b) No Challenge. Licensee shall not challenge the Forbes Licensors’ righttim @r ownership of, the
Licensed Content or the enforceability of the Forbes Licensgty’s therein.

(c) Notice. In connection with the use of any Licensed Content, Lex@skall mark each use of such Licensed
Content with the appropriate copyright notice (e.g., “©32B@rbes Media LLC. All rights reserved.” or such otheragéis may be
specified by Forbes).

4.4 Availability of Licensed Content. In order to utilize Forbes content, Licensee shall submiiteen request to
Forbes identifying the specified item of content (e.g., g@lsiprint article or a single thread or entry posted onlurend a twenty-four
(24) hour period) and specifying the intended use. Licenseaeqagst Online Content, as well as Print Content or othéerior
use in accordance with the license granted in Secticab®xte. Within five




(5) Business Days following Licensee’s request, Forbes dgdbnd to Licensee by either (i) making such item availableEémsee;

(i) notifying Licensee that such item requires rights clearaincghich case, Licensee shall inform Forbes whether Licensele wou
like Forbes to proceed with such clearance; or (iii) notiffiriggnsee that Forbes cannot obtain the right to make such taumélable

to Licensee or that such content is unavailable due to poskibies or other issues in connection with such conteicensee shall
direct requests for use of Licensed Content to Sradlauer@fuobgsvho will additionally be available to Licensee for cotagian
regarding Licensed Content and Licensee’s proposed uses. Lishialeeimburse Forbes for its reasonable oytarfket expenses
connection with such clearance, even if Forbes is ultimately ut@mbl&ain such clearance. In no event shall Licensee request more
than twenty-five (25) items of content per calendar monthyiged, however, that Forbes and Licensee shall use reasonable efforts
jointly plan in advance and coordinate to accommodate any periedi@oke requests in excess of tw-five (25) items per calendar
month (e.g., during development of Business School courseshanner that does not, in Forbessisonable judgment, unduly burc
Forbes’ existing rights clearance operations. If, in Forlmzsonable judgment, certain Licensed Content could potentiaihebe
subject of an Action, Forbes may provide Licensee with nafieetifying such Licensed Content, in which case, Licensee shall
promptly (but in any event, within twenty four (24) hsucease reproducing, distributing, displaying or otheswmaking such
Licensed Content available. Subject to the foregoing, Forbdsuskals good faith efforts to ensure that requests linauthe

Licensed Content are reviewed and processed in a smooth andftistegn.

45 Application, Registration, Maintenance, Renewal, Notificion and Enforcement.

() Application, Registration, Maintenance and Renewal Notwithstanding anything to the contrary in this
Agreement, as between Forbes and Licensee, Forbes (and the odblesr lFoensors) shall retain the exclusive rights througtheut
world to apply for, prosecute, obtain copyright and othetiegble Intellectual Property registrations for, and maintathrenew such
registrations with respect to, the Licensed Content. Licensdlecsloperate with the Forbes Licensors in the preparation lamgl df
any applications, renewals or other documentation necessargfol tasprotect the Forbes Licensohstellectual Property rights in tl
Licensed Content.

(b) Notification . Licensee shall notify Forbes promptly of any actual, threatenpdtential infringements or
unauthorized uses of the Licensed Content of which Licensee be@ware.

(c) Enforcement. As between Forbes and Licensee, Forbes shall have the saoléuighdt the obligation, to
bring any action for any past, present or future infringemehthe Forbes Licensors’ Intellectual Property righth@nlticensed
Content. Licensee shall reasonably cooperate with Forbes iffants by the Forbes Licensors to enforce their righthe Licensed
Content or to prosecute third party infringers of the LiednSontent. Forbes shall be entitled to retain any anaiaades and other
monies awarded or otherwise paid in connection with any suimaéfith respect to any past, present or future infringesneithe
Forbes Licensors’ Intellectual Property rights in the LicerGexdtent, Licensee may make a




written request to Forbes to initiate an action with respestith infringement initiated, and Forbes shall reasonabigw and
cooperate with any such request.

4.6 Derivative Works . As to any derivative works created using authorized Licensge@t, the following rule
shall apply during the Term: (i) with respect to any wadhe constitute integrated course materials (such as testgloodks) that ar
comprised in part of authorized Licensed Content and in padrent created by Licensee or sourced from a third party, ldeens
shall be the owner of such derivative works free and clear duatier right or lien of Forbes during the Term; andwiih respect to
any other type of derivative work that incorporates the Liegi@ontent, such as a stand-alone article reproduction or Ashfor
marketing materials incorporating Forbes Licensed Content, $éeeshall have the exclusive right to use such derivative warksy
the Term. In addition, following termination of this A&gment, and subject to the phase-out rules set forth irn&&c8(b), no Party
shall continue to use such derivative works including Licesadent;_provided however, that Licensee may remove any Licensed
Content from such derivative works and otherwise continusgasuch works.

5. Payments.
5.1 Required Payments.
(a) Signing Payment. Bridgepoint shall pay to Forbes an amount equal to th@rgjg?ayment on the Effective
Date in consideration of this Agreement and the other Transdationments.
(b) Royalty Payments.
(i) In consideration for the rights and licenses granted herenigépoint shall pay to Forbes an amount

equal to the Annual Minimum Guaranteed Amount for each Liceese i four equal quarterly installments. Each quarterly
installment of the Annual Minimum Guaranteed Amount shalllbe and payable on the first Business Day of each quarter of th
applicable License Year, with the first payment due on Janu&qg12,

(i) In consideration for the rights and licenses granted herenigdpoint shall pay to Forbes, for each
License Year, the Royalty Payment in accordance with Section @il @)d subject to the terms thereof.

(iii) Within ninety (90) days after the end of each License YeargBpdint shall calculate the aggregate
accrued Royalties payable to Forbes with respect to such LicemseStich aggregate accrued Royalties shall be compared to the
Annual Minimum Guaranteed Amount already paid for such Lic¥ese. Subject to Section 5.1(b)(ivif such aggregate accrued
Royalties are less than the Annual Minimum Guaranteed Amoenfodihe License Year, no Royalty Payment in addition to the
Annual Minimum Guaranteed Amount shall then be payable eButy) Section 5.1(b)(iv)if such aggregate accrued Royalties exceed
the Annual Minimum Guaranteed Amount paid for the License Bradgepoint shall pay to Forbes an amount equal to therdiite
between (x) such aggregate accrued Royalties minus (y) the Amialum Guaranteed Amount already paid for such License Yeal
(such




difference, the ‘Royalty Payment”), no later than ninety (90) days after the end of such Le#&®sr. The foregoing provisions shall
apply separately to each License Year.

(iv) Notwithstanding Section 5.1(b)(iij)in no event shall the amount of the Royalty Payment payable
with respect to any License Year during the Initial Term betlessthe Royalty Payment payable with respect to the preceding
License Year (giving effect, in each case, to the Annual Minimuier&hteed Amount) unless Revenue has declined dering
License Years.

5.2 Payment Terms.

() Late Payments. Any sums not paid when due shall automatically accrue inteoestthe date when due ul
actually paid at a per annum interest rate equal to the Un%e pate as quoted Byhe Wall Street Journan the date payment was «
plus five percent (5%).

(b) Currency . All payments made by Bridgepoint under this Agreement bleathade in U.S. dollars, and such
payments shall be made by check or wire transfer to one orlrankeaccounts to be designated in writing by Forbes; proyitexd
Bridgepoint shall pay the Signing Payment by wire trarisfeemeday funds to one or more bank accounts to be designatediimgu
by Forbes. With respect to the determination or valuati@ngfamounts not denominated in U.S. dollars, such amduaits
converted into U.S. dollars by using the exchange rate qugt€debWall Street Journaln the last day of the applicable fiscal qua

() Taxes. As between Forbes and Licensee, Licensee shall be responstileTimxes payable in connection
herewith except for Taxes based upon the net income or capitabf&iosbes. Payments by Bridgepoint to Forbes purso@@gdtior
5.1 shall be made without deduction or withholding by Bridgep@xcept to the extent required by Law. If any such deduotion
withholding is required, Bridgepoint shall provide torBes, at Forbes’ request, a copy of documentary evidence pdyheent to
applicable Governmental Authorities of the deducted or withieldunt.

6. Representations and Warranties

6.1 Bridgepoint and Ashford Representations. Except as set forth in the correspondingly numbered seamtion
subsection of the Schedules, each of Bridgepoint and Asjafiotty and severally represent and warrant to Forbes that:

(a) Organization; Standing . Each of Bridgepoint and Ashford is an entity dulyaoriged, validly existing and
in good standing under the Laws of its jurisdictiorofanization and has full company power and authority tq operate and lease
its properties, as applicable, and carry on its business antiyiconducted. Each of Bridgepoint and Ashford is diacgnsed or
qualified to do business and, if applicable, is in goadding in each jurisdiction in which such licensing or gicaifon is necessary,
except where a failure to be licensed or qualified or in gaotlatg could not reasonably be expected to have a Material Adverse
Effect on either Bridgepoint or Ashford or impair the apibf either Bridgepoint or Ashford to fulfill its digations hereunder.
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(b) Authorization; Enforceability . Each of Bridgepoint and Ashford has all legal right, powathority and
capacity to execute and deliver and perform the Transaction Docutoeslich it is a party and to perform its obligatiorsgunder
and thereunder. The execution, delivery and performance by eacigéoint and Ashford of the Transaction Documents to wit
is a party have been duly and validly authorized and appr&asth Transaction Document to which either Bridgepoint or &sht a
party, when duly executed and delivered by the parties theriditbe the legal, valid and binding obligation of Bridgéycr
Ashford, as applicable, enforceable in accordance with its terms.

(c) Defaults; Consents The execution, delivery and performance of the Transactionrberis to which
Bridgepoint or Ashford is a party and the consummatighefTransactions by each of Bridgepoint and Ashford doeanubtvill not
require any Required Approvals or constitute a Defauleu(ijlany Law applicable to Bridgepoint, Ashford or thesBiess School,
(ii) any of Bridgepoint or Ashford’s Organizational Dogents or any resolutions adopted by either Bridgepoinisbfakd’s Board, o
(i) any of Bridgepoint or Ashford’s Contracts or PetsniExcept as set forth on Exhibit F, there are no Requippdo¥als in
connection with the Transactions. Notwithstanding the foregan the event that a change of Law results in any addititeglired
Approval in connection with the Transactions, Forbes shapp@@be with Licensee to address such change of Law, and Licensee
agrees to pay Forbes its reasonable out of pocket Expenses agsaiiatny such cooperation.

(d) Absence of Certain Changes Since the date of Bridgepoint's most recent Annual Repadfioom 10-K,
filed on March 12, 2013 (theX0-K Date”), the business of each of Bridgepoint and Ashford, indgdihe operation of Ashford
University and the Business School, has been conductednothlg Ordinary Course, in compliance with all applicable Lawthark
has not been any action, omission, change, effect, event orioontét has had, or would reasonably be expected to have, adllater
Adverse Effect on Bridgepoint, Ashford or the Busines8th

(e) Regulatory Matters .

Except as disclosed in Bridgepoint’s public filings ottie follow-up letter dated October 17, 2013 sent by Bridup o
Forbes prior to the Effective Date:

0) Bridgepoint and Ashford have complied in all material respsittsall material Educational Laws.
(ii) Bridgepoint and Ashford currently hold all material Educatlofpprovals.
(iii) There are no proceedings pending to revoke, withdraw, sudpaitdcondition or restrict any

Educational Approval of Bridgepoint or Ashford and, te #nowledge of Bridgepoint and Ashford, there are no factjmistances
or omissions concerning Bridgepoint or Ashford that doahsonably be expected to result in such a proceeding.

(iv) Ashford is not on probation, monitoring, reportingfioe or warning status with any Educational
Agency and is not subject to any show cause or adverse




action by any Educational Agency, and, to the Knowledge of Lésenshere are no facts, circumstances or omissions concerning
Bridgepoint or Ashford that could reasonably be expectedstdtrin such a proceeding.

W) No non-routine review, audit, site visit, or investigatipnany Governmental Authority or
Educational Agency is being conducted at or in connectionAgltiord, except that Ashford anticipates a visit from Bureau of
Private Postsecondary Education (BPPE) in connection whifofds licensure by the BPPE and transition to WASC acataoiit.

® Litigation . Since the 10-K Date, and except as disclosed in that most i€c&nand in follow up letters
between Forbes and Licensee preceding the Effective Date, to the aciwbddge of Bridgepoint and Ashford, there has been no
Action pending or threatened (i) involving or affecting af Bridgepoint, Ashford or the Business School or ahtheir businesses
assets seeking damages in excess of $2,000,000 and which aréimary course employment matters and/or routine vensiputes,
(i) that relates to the Transactions or the validity of tren$action Documents or (i) which, if adversely determimemijld
reasonably be expected to have a Material Adverse Effect on anidgépoint, Ashford or the Business School, or woulentlise
reasonably be expected to cause any of the representations oriesureade by Bridgepoint or Ashford in this Agreemented@b
become inaccurate, incomplete or breached (eacBpacified Action”). To the actual knowledge of Bridgepoint and Ashford, no
fact or circumstance exists that could validly give rise toecipd Action. There are no outstanding or unsatisfied Qragainst or
affecting Licensee, the Business School or any of their busisigs®perties or assets.

6.2 Forbes Representations Except as set forth on the correspondingly numbered sextgrbsection of the
Schedules, Forbes hereby represents and warrants to Licensee that:

(a) Organization; Standing . Forbes is an entity duly organized, validly existing anddod standing under the
Laws of the state of its jurisdiction of organization andfaigpower and authority to own, operate and lease itseptigs, as
applicable, and carry on its business as currently conducted.

(b) Authorization; Enforceability . Forbes has all legal right, power, authority and capaciyxégcute and
deliver this Agreement and the other Transaction Documentsith itls a party and to perform its obligations hereurzaet
thereunder. The execution, delivery and performance by Forbleis édfgreement and the other Transaction Documents to which
party have been duly and validly authorized and approved. Treefment and each of the other Transaction Documents to wtsch it
a party have been duly executed and delivered by Forbes and, whexecuted and delivered by the parties thereto, will be tlad
valid and binding obligation of Forbes, enforceable in accm&avith their terms.

(c) Defaults; Consents The execution, delivery and performance of the Transactionrbaus to which Forbe
is a party, the consummation of the Transactions by Faahdghe anticipated use of the Licensed Marks by Licensee dochaiilan
not constitute




a Default under (i) any Law applicable to Forbes, (ii) anyasbEs’ Organizational Documents or any resolutions adopt&wmibes’
Board, or (iii) any of Forbes’ Contracts or Permits.

(d) Termination of Prior Agreements . All prior license agreements and/or joint venture agreementgéet
and among any of the following parties concerning the Licehtglls and/or Licensed Content have been terminated prior to or
contemporaneously with this Agreement: Forbes, Forbes Litefs®8S Education, LLC, SignificantPsychology, LLC, FBi§Psy,
LLC and SigPsy Holdings, LLC.

(e) Extent of Rights. Forbes owns or has other rights to all of the IntelEdd@operty rights necessary to grant
to Licensee the rights granted in this Agreement. Forbeslbasfied for Licensee on Exhibit &I Forbes Marks owned or controlled
by Forbes, or any Forbes Licensor, Affiliate or Subsidieglated to higher education. To the actual knowledge ofespHfDrbes has
the exclusive right to use the FORBES BUSINESS SCHOOIk inahe United States and there are no limitations orgitésrto use
the other Licensed Marks in the United States in the mammerich the licensed rights are granted hereunder. Forbet dsvace of
any reason specific to the Licensed Marks why it could not extsaaf such Licensed Marks to any other country in the widdd
Forbes Affiliate, Forbes Subsidiary, or Forbes Licensomhggight to use the Licensed Marks in connection with higdecation
anywhere in the world in such a way as to frustrate or timeitrights granted by Forbes to Licensee in this Agreemeriies
covenants that it will not license any FORBES Mark to angtbarty or directly use any such mark in connection wigtéui
education services in such a way as to frustrate or limiighésrgranted by Forbes to Licensee under this Agreemeimgdhe Term
of this Agreement and during any restricted period under $e®18{d)(it being agreed that sponsorship of a conference or otbat ev
by a third party that conducts activities in connection wigihér education and/or use by such third party of any FORB&R in
promotion thereof shall not be deemed the grant of a licenBerbgs).

® No Unauthorized Use. To the actual knowledge of Forbes, as of the date heredd,itheo material
unauthorized use, infringement or misappropriation of.tbensed Marks in the field of higher education in the UnitedeS.

(9) No Infringement . To the actual knowledge of Forbes, the Licensed Marks dafrioge upon,
misappropriate or violate any Intellectual Property rightrgf @ther party in the field of higher education in the Uni¢ates.

(h) No Pending Litigation . To the actual knowledge of Forbes, (i) there is no Agiiemding or threatened
against Forbes or any third party (including, withouttition, arising out of Forbes’ prior license agreementgaarjoint venture
agreement with FBS Education, LLC, SignificantPsychologyG LEBS SigPsy, LLC, or SigPsy Holdings, LLC), inviolg or relating
to the Licensed Marks that has or would reasonably be expedtetteéa Material Adverse Effect on Licensee’s ability to use the
Licensed Marks for the Licensed Activity anywhere in the wdilgthere is no Action pending or threatened against Foergs,
Forbes Licensor, any Forbes Affiliate or any Forbes Subgyittiat could have a Material Adverse Effect upon the posiéipatation
of the FORBES Marks, and (iii) there is no Action pendinghreatened against Forbes or any of its officers, direotr shareholders
which, if successfully pursued against Forbes or such dffidénectors or shareholders, would prevent




Forbes from performing its obligations under this Agreetnor would cause any of the representations or warrantieshy&aebes
in this Agreement to be or become inaccurate, incomplete or breached.

0) No Encumbrances. The Licensed Marks are free and clear of any encumbrance thatvhasidreasonably
be expected to have a Material Adverse Effect on Licensee’s abiligetthe Licensed Marks for the Licensed Activity.

0) Excluded List. Forbes represents and warrants that neither it nor its peladgppresently debarred,
suspended, proposed for debarment, declared ineligibldwrtadly excluded from participating in the Agreement by tederal
department or agency.

k) Federal Funds.Forbes certifies that neither it nor its officers or empks/have been convicted of, or pled
nolo contendere or guilty to, a crime involving the acquisituse, or expenditure of federal, state or local governmeds for
administratively or judicially determined to have committeddratany other material violation of law involving federgts or loca
government funds.

7. Covenants.
7.1 Financial Statements; Royalty Statements

(a) During the Term, Bridgepoint shall cause the followingficial statements to be prepared in accordance
GAAP and delivered to Forbes within the applicable time pes@dorth with respect thereto:

(i) As soon as practicable following the end of each fiscal yeariifegnay event not later than ninety (90) d
after the end of such fiscal year), a balance sheet of Ashfafdtas end of such fiscal year, and the related statements ofencast
flow and changes in equity for such fiscal year, togetherayitiropriate notes to such financial statements and sugpsdiredules,
including a supporting schedule detailing the Revenue é&fishal year, all of which, with the exception of the suppgrschedule
detailing the Revenue for the fiscal year, shall be audited arifiecEbly an independent public accountant of national repute selecte
by Licensee, and setting forth in comparative form the corretipg figures for the immediately preceding fiscal year end. The
supporting schedule detailing the Revenue for the fiscal yeabmagaudited, however, must be a part of the audited financial
statements.

(i)  As soon as practicable following the end of each fiscal quartdriffeamy event not later than thirty (30)
days after the end of each such quarter), an unaudited revatamesit of the Business School as of the end of such fiscéiquar

(b) As soon as practicable following the end of each License Yeair(@my event not later than ninety (90)
days after the end of each such License Year), Licensee shall delh@bts a Royalty Statement for such License Year.




7.2 Records; Audit .

(a) During the term of this Agreement and for a period of ng tlkan two (2) years following the expiration or
termination hereof (the Retention Period”), Licensee shall maintain and retain complete and accurate books, reluma®ents ar
reports (exclusive of any records that would identify angent or related student records) (tHeecords”) of its financial operations
and condition, revenues, expenses and deductions, includimgesjiect to Ashford and the Business School, in suffidietail for
Forbes or its representative to determine the amount of yetiRs due to Forbes hereunder in accordance with GAAP thre icase
of Foreign Activities, International Financial Reporting Stamls (“IFRS "), consistently applied.

(b) At any time during the Retention Period, upon not less filkar(5) business days’ prior written notice and
during normal business hours, Licensee shall provide Fariipés representatives with access (including electronic acceSejpat’
expense (subject to the last sentence of this paragraph), te¢bedR In the event any audit of the Records discloses unpaithtam
due to Forbes hereunder with respect to an audit period, Licelmak@romptly pay Forbes an amount equal to one hundretivand
percent (102%) of such unpaid amounts. In addition, ifsaicy audit discloses unpaid amounts due to Forbes hereundétceqr
greater than five percent (5%) of the aggregate Royalties actuallyvjghirespect to such period, then Licensee shall promptly
reimburse Forbes for all of its Expenses in connection suith audit.

7.3 Intentionally Omitted .

7.4 Notification of Certain Matters . Each Party shall give notice in writing to the other Paromptly (and in any
event within five (5) Business Days) of any of the follogii (a) the occurrence or failure to occur, or the impenditeged or
threatened occurrence or failure to occur, of any event or circurestdrich occurrence or failure to occur would reasonably be
expected to result in (i) any representations or warrantiéssil\greement to be untrue or inaccurate in any material re$echi
representations and warranties were made as of the date of suakrawr failure to occur, or impending, alleged or threatened
occurrence or failure to occur, (ii) any covenants or agreenrettissiAgreement to fail to be complied with or (iii) angdrlatory
Event; or (b) the receipt of any notice or other communicdtimiuding the commencement of any Action) alleging or imjytimat
the consent of any Person that has not been obtainedh&ydse required in connection with the consummation of thes@ions or
that such consummation would otherwise constitute a Default.

7.5 Licensee Deliveries On the Effective Date, Licensee shall deliver to Forbes:

() certificates, dated as of the date hereof, of the Secretary orah¢S&icretary of each of Bridgepoint and
Ashford, (i) attesting to the incumbency of each authorizedpersecuting a Transaction Document on its behalf and (i) yiegit
complete and accurate copy of the resolutions of the Boarddgégioint or Ashford, as applicable, authorizing the execudelivery
and performance of the Transaction Documents;




(b) certificates of good standing of each of Bridgepoint and éshfissued as of a date no more than ten (10)
Business Days prior to the date hereof, by the Secretanatef &tDelaware and the Secretary of State of lowa, respectively; and

() duly executed counterparts to each other Transaction Document.
7.6 Forbes Deliveries. On the Effective Date, Forbes shall deliver to Licensee:
(a) a certificate, dated as of the date hereof, of the Secretary orafitSsicretary of Forbes, (i) attesting to the

incumbency of each authorized person executing a Transaction Documienbehalf and (ii) certifying a complete and accurate copy
of the resolutions of the Board of Forbes authorizingettexution, delivery and performance of the Transaction Documents;

(b) a certificate of good standing of Forbes, issued as of andatere than ten (10) Business Days prior to the
date hereof, by the Secretary of State of Delaware; and
() duly executed counterparts to each other Transaction Document.
7.7 Advertising Services. During the Term, Forbes shall allow, and shall cause fikaAds to allow, Licensee to

purchase available Advertising Servi¢ey via direct sale by Forbes for the applicable media of Forbés Affiliate, on terms and
conditions applicable to advertisers in such media.

7.8 Competition . During the Term, neither Party, nor any of its Affdéiator Subsidiaries (including the Forbes
Licensors) shall engage in Competition.

7.9 Online Activities . Licensee may conduct delivery of services to its Business Bsfiuoents via the Internet (*
Online Activities ") only through (a) Ashford’s official websitewww.Ashford.edu), (b) related websites used in conduct of the
Licensed Activities that are reasonably approved by Forbes anyalomain names selected or owned by the Forbes Licensoesl rela
to the Licensed Marks (theAuthorized Domain Names”). For purposes of this Section 7.9, “Online Activitieba#l expressly not
include internet-based third-party marketing activities authotigeldcensee related to the Business School. As to domain names
under subdivision (c), Forbes shall, throughout the Terovide Licensee with administrative control; providdmwever, that such
Authorized Domain Names shall be used solely for the purda®elioecting visitors thereto to Ashford’s official welasit
(www.Ashford.edu) or such other website as may be agreedhypibre Parties. Any Online Activities must include promtrigrks to
the applicable terms of use and privacy policy, each of whidhcaraply with all applicable Laws and be consistent with stdu
standards adopted by reputable institutions of higher edac&wobes shall have the right, but not the obligatiorg¥ew the terms
of use and privacy policy and to require that Licensee revisestsd@ments to insure compliance with applicable Laws and igdustr
standards. Licensee shall comply with any such terms of ugeriaady policy.

7.10 Foreign Activities . Without the prior written consent of Forbes, Licensed siodlexpand the Licensed Activity to
include the active solicitation of students outside of the

[***] Confidential portions of this document havebn redacted and filed separately with the Comonissi




United States and its territories and possessions, othrergbalitment of military students who are or may be deployside the
United States (Foreign Activities ”). Within a reasonable period of time following its receiptwitten notice by Licensee seeking
such consent and setting forth the additional jurisdictiomghich Licensee would like to conduct active solicitatiostoidents, Forbt
(either itself or through the Forbes Licensors) shall perfaitrademark clearance analysis in accordance with its standard pes¢edur
and upon completion of such analysis, shall either providensiee with its approval to conduct such activities or rejeht suc
expansion. Notwithstanding the foregoing, Licensee may expa@ncbihduct of the Foreign Activities into a jurisdictionside of the
United States and its territories and possessions unldsss-arthe applicable Forbes Licensor reasonably believes thaisich

such jurisdiction presents a non-trivial risk of subjegtorbes or such Forbes Licensor to an Action or otherwipairing the

Licensed Marks. Licensee shall reimburse Forbes (or, at Fatibestion, the applicable Forbes Licensor) for all Expensesiassd
with any trademark clearance analysis conducted pursuant to ¢isnSe

7.11 Services, Resources and Operational SupporDuring the Term, Licensee shall provide the Business Setitho
all services, resources and operational support reasonably ngagsadvisable in connection with the operation of the busingthe
Business School, including as reasonably necessary to meetfibven@ace Targets and to maintain compliance with all applicable
Laws.

7.12 Program Establishment.
(@) Licensee shall change the name of the Business School to, anis¢hebrand the Business School as, the
“Forbes School of Business at Ashford University” on arutbecember 5, 2013.
(b) Licensee shall ensure that the Business School continues &teojpeaccordance with industry standards for
other first class brands of similarly situated, for-grfstitutions of higher education.
() Licensee shall conduct the Licensed Activity in compliance, antlestiglre that the Business School
complies, in all material respects with applicable Educational lamdsshall maintain all material Educational Approvals.
8. Term and Termination.
8.1 Term . Unless earlier terminated as provided in Sectiorb8l@w, the initial term of this Agreement shall begin on

the Effective Date and end on December 31, 2025 (thiéidl Term 7). Licensee may elect to renew the Agreement for a subsequer
twelve (12)-year term ( aRenewal Term” and, together with the Initial Term, thelerm ) by providing Forbes with written notice
of its intent to renew at least sixty (60) days priothi® end of the Initial Term; providedhat such election shall not be effective
unless (a) the Performance Targets applicable to the Initial F@vmbeen met; and (b) Licensee is in compliance with all material
terms and conditions of this Agreement, including alt®financial obligations hereunder.




8.2 Termination .

(a) For Cause. Forbes may terminate this Agreement immediately upon writtéioe to Licensee upon the
occurrence of a Licensee Termination Event. Licensee may terntirafegreement immediately upon notice to Forbes upon the
occurrence of a Forbes Termination Event.

(b) For Bankruptcy. This Agreement shall terminate immediately upon the occurreree®ahkruptcy Event
with respect to Bridgepoint without further action by eitRParty.
8.3 Effect of Termination .
(a) Upon expiration or termination of this Agreement, all tigand obligations of Forbes and Licensee shall

terminate, except as provided in this Section. 8.3

(b) In the event of any expiration or termination of this AgreatnLicensee shall have no further right to use the
Licensed Marks in any way. Without limiting the generalityhe foregoing, Licensee may not use or display the LicensedsMark
the purpose of making statements such as “Formerly ForbeseBasschoolbr to otherwise suggest any previous association wit
Licensed Marks or the Forbes Licensors. In the event ofatyexpiration or termination of this Agreement, Licensee shidhout
cost to Forbes, as promptly as possible and no lateptaf [++] ) days following such termination, change the name and branding
of any Licensed Activity, so as to eliminate any use ofbi@icable Licensed Marks, including any and all Marks whichugelthe
word “Forbes,” or the phrase “FBS” (or any other Marks ownditensed by Forbes) or words or phrases confusinglyasitiiereto.
Additionally, Licensee shall, (i) as promptly as possible mmtater thag~+] ([*+] ) days following such termination, cease use of,
remove all and dispose of all signage, brochures, pamphletdlatier materials or supplies affected by such terminatioringgar
consisting of, depicting or making reference to any aspecedfitensed Marks, and (ii) no later than] ([** ) days following the
date upon which this Agreement expires or is terminagtdrr or destroy all Licensed Content and cease use of all LicEoséeint
in any derivative works, in each case, in a manner reasonabliedit®c Forbes and without cost to Forbes.

() Upon the expiration or earlier termination of this Agreemalhtjghts and licenses granted hereunder shall
immediately terminate, except that in all cases the obligatiobig@fisee under the Surviving Sections shall survive such grpirat
termination, and no such expiration or termination shakveliany Party from any Liability arising hereunder prior ttoere

(d) If this Agreement expires or is terminated other than as & odsutermination or election not to renew by
Forbes under Section 8.2@)under_Section 8.2(h)Forbes shall not utilize or enter into a license agreementegtiect to the
Licensed Mark, in the field of higher education or use anfi@Forbes Authorized Domain Names following any termindtoa
period that shall run the shorter of f&] ([ ) [** or (b)[**] .
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(e) Within ninety (90) days following termination of thgreement for any reason, Forbes shall file a
cancellation of any Licensed Mark including the Ashford Unitgrsame.

0. Indemnification .

9.1 Bridgepoint and Ashford shall, jointly and severally, inadéyn defend and hold harmless Forbes, the Forbes
Licensors and their respective Affiliates, employees, officérscirs, members and managers (tfh®fbes Indemnitees’) from and
against any and all Damages, regardless of any investigationamkdewledge acquired by the Forbes Indemnitees prior toattee d
hereof, arising out of (a) a breach of any representation camtgmmade by Bridgepoint or Ashford herein or in any oflransaction
Document or any inaccuracy in any certificate delivered by Bridgepoisshford pursuant hereto, (b) a breach of any covenant or
agreement of Bridgepoint or Ashford in this Agreemenherdther Transaction Documents, (c) the conduct of the LicensadtyAct
(except with respect to Damages arising out of use of the Lic&fedd in accordance with this Agreement), or (d) any failure by
Bridgepoint or Ashford to comply with any Law or any Lildkes, fines or other sanctions imposed by a Governménttdority
related to Bridgepoint, Ashford or the Business School.

9.2 Forbes shall indemnify, defend and hold harmless Licenseesarasjtective Affiliates, employees, officers,
directors, members and managers (theensee Indemnitee$) from and against any and all Damages, regardless of any
investigation made or knowledge acquired by the Licensee Indempiteeto the date hereof, arising out of (a) a breach of any
representation or warranty made by Forbes herein or in anyTatimesaction Document or any inaccuracy in any certificate delivered
by Forbes pursuant hereto, (b) a breach of any covenant or agtedrRerbes in this Agreement or the other Transactionudeats,

(c) any claim that Licensee’s authorized use of the Licensed Muatke United States in accordance with the terms of this Agrdemel
infringes the rights of a third party, or (d) any failbyeForbes to comply with any Law or any Liabilities, firesother sanctions
imposed by a Governmental Authority (in each case, othefdharages arising out of the failure to make or obtain anyinestju
notification or application with, or approval from, any @avmental Authority relating to Ashford or the Businessosth

9.3 In order for any Person entitled to indemnity under tleistiSn 9to validly assert a claim for indemnification under
this Section 9 such indemnitee shall deliver written notice @laim Notice ") to the indemnifying party specifying (to the extent
known) the facts constituting the basis for such claim. $wmnitee shall deliver to the indemnifying party, promfillowing suct
indemnitee’s receipt thereof, copies of all notices and docsnii@etuding court papers) received by such indemnitee relatiagy
claim made by another Person against such indemnitee for stgbhindemnitee seeks indemnification from the indemnifyinty par
hereunder (a Third Party Claim ”). Failure to deliver a Claim Notice with respect to a Thiedti? Claim in a timely manner as
specified in the preceding sentence shall not be deemed a waltkerrght of such indemnitee to indemnification in connection
therewith except to the extent the indemnifying party is actaaidymaterially prejudiced as a result of such failure, in wtasle the
amount of indemnification to which such indemnitee is entileall be reduced by the amount, if any, by which such indegisi
Damages would have been lower had such Claim Notice been timielrddl If the indemnifying party does not notify




such indemnitee in writing within thirty (30) days fraits receipt of the Claim Notice that the indemnifying paigpdtes such claim
(an “Indemnity Dispute Notice”), the indemnifying party shall be deemed to have agreed witlaesepted such claim.

9.4 Each party shall cooperate in the other’'s defense or proseoiigonhird Party Claim, such cooperation to include
the retention and (upon the other’s written request) theégpoovof records and information that are reasonably relevardgtth and
making such party’s Representatives available on a mutuallyen@nt basis to provide additional information and explanaif any
such materials. If the indemnifying party wishes to assimaeléfense of the Third Party Claim, it shall do so by sgmalbtice of the
assumption to the indemnitee. The indemnifying party’srapion of the defense acknowledges its obligation to indigmmiromptly
after sending the notice, the indemnifying party shall choodeaploy independent legal counsel of reputable standing. An
indemnitee is entitled to participate in the defense of a Thirty Elaim, at such indemnitee’s own expense. If the indeingifyarty
assumes the defense of a Third Party Claim, it may not effeccemgromise or settlement of the Third Party Claim withbet
consent of the indemnitee. If the indemnifying party da#stect to assume the defense of a Third Party Claim ondieeninitee
reasonably concludes there is a conflict of interest between thariddemnifying party, then the indemnitee shall have ttn tig
control such defense and the indemnifying party shall bkelfabthe Expenses of counsel selected by the indemnitee toeepites

10. Limitation of Warranty .

10.1 EXCEPT FOR THE REPRESENTATIONS AND WARRANTIES SEDRTH HEREIN, FORBES HEREBY
SPECIFICALLY DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS, IMPLIED OR STATUTORY, INCLUDING THE
WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTIOLAR PURPOSE, TITLE AND NON-INFRINGEMENT OF
THIRD PARTY RIGHTS, AND ANY WARRANTIES THAT MAY ARISE DUE TO COURSE OF PERFORMANCE, COURSE OF
DEALING OR USAGE OF TRADE, WHETHER RELATED TO THEICENSED MARKS, LICENSED CONTENT OR
OTHERWISE.

10.2 EXCEPT FOR THE REPRESENTATIONS AND WARRANTIES SEDRTH HEREIN, LICENSEE HEREBY
SPECIFICALLY DISCLAIMS ANY AND ALL WARRANTIES, EXPRESS, IMPLIED OR STATUTORY, INCLUDING THE
WARRANTIES OF MERCHANTABILITY, FITNESS FOR A PARTIOLAR PURPOSE, TITLE AND NON-INFRINGEMENT OF
THIRD PARTY RIGHTS, AND ANY WARRANTIES THAT MAY ARISE DUE TO COURSE OF PERFORMANCE, COURSE OF
DEALING OR USAGE OF TRADE, WHETHER RELATED TO LICEBEE, THE BUSINESS SCHOOL OR OTHERWISE.

11. Confidentiality; Publicity .

(a) Neither party nor any of its respective Affiliates shall useahy purpose other than as necessary to perform
their obligations in accordance with the Transactions, oratiedlo any Person other than their Representatives any Caiafiden
Information of the other or any of its Affiliates withaile prior written consent of the other. Notwithstandhmey




foregoing, the disclosure of Confidential Information em@d by this Section 1dhall be permitted to the extent required by Law;
provided, however, that prior to any such required disclosure, the partyestibj the disclosure requirement shall, to the extent
permitted by Law, give the other reasonable advance notice guahydisclosure and, to the extent permitted by Law, shatkecate
in narrowing the scope of such required disclosure and pragjexnty such disclosed Confidential Information.

(b) The parties shall cooperate to jointly develop all public conications related to the Transactions. Neither
party or its affiliates shall issue any press release or otlidic@announcement with respect to the Transactions witheytrior
consultation and approval of the other party (such approvabro® unreasonably withheld following the Effective Dategepk as
may be required by applicable Law, in which case such partycamallt with the other party regarding the contents of distiosure
to the extent practicable before issuing such press release caotoemcement.

(c) Forbes acknowledges and agrees that it is aware (and that @senejatives are aware or, upon receipt of any
Confidential Information, shall be advised) of the restridionposed by the United States federal securities laws amdaghlicable
foreign and domestic laws on a person possessing materiplutdio information about a public company and that Forbdstan
representatives shall comply with such laws, including withimitation, prohibitions on purchasing or selling séites of such publi
company or communicating non-public information to angpterson or entity under circumstances in which it is reaspnabl
foreseeable that such person or entity is likely to purchasellsuch securities.

12. Miscellaneous.

121 Notices. All notices or other communications required or permitbelet given hereunder shall be in writing and
shall be deemed to have been duly given (i) when delivered pdysdiieihree (3) Business Days after being mailed by cedifir
registered mail, return receipt requested and postage preppidhéin received, if sent by overnight delivery service or iragonal
courier or (iv) when sent, if sent by fax provided receiptdnfirmed. A party may change its address or fax numb#rdgurposes
hereof upon notice to the other party. Such notices or otilemunications shall be sent to each party as follows:

If to Licensee: Bridgepoint Education, Inc.
13500 Evening Creek Drive North, Suite 600
San Diego, CA 92128
Attention: President and Chief Executive Officer
Fax: (877) 230-9129

And to: Ashford University, LLC
8620 Spectrum Center Blvd.
San Diego, CA 92123
Attention: President
Fax: (858)391-5724




with a copy (which shall
and constitute notice) to: Bridgepoint Education, Inc.
13500 Evening Creek Drive North, Suite 600
San Diego, CA 92128
Attention: General Counsel
Fax: (877) 297-6923

with a copy (which shall

and constitute notice) to: Sheppard, Mullin, Richter & Hampton LLP
650 Town Center Drive, Fourth Floor
Costa Mesa, CA 92626
Attention: Brian M. Daucher, Esq.
Fax: 714-513-5130

If to Forbes: Forbes Education Holdings LLC
Forbes Building
60 Fifth Avenue
New York, New York 10011
Attention: MariaRosa Cartolano, Esq.
Fax: 212-620-1890

with a copy (which shall
and constitute notice) to: Morrison & Foerster LLP
1290 Avenue of the Americas
New York, New York 10104
Attention: B. Jeffery Bell, Esq. and Vivian LaHson, Esq.
Fax: 212-468-7900

12.2 Governing Law . This Agreement shall be governed by and construed in accordahdbenaws of the State of
New York, without regard to confli-of-law provisions.
12.3 Dispute Resolution.
(a) Arbitration . All disputes, controversies or claims arising out ofetating to this Agreement, the breach,

termination or validity thereof, the subject matter of thee&gnent, or any right or obligation created by the Agreemeespiective of
the underlying legal theory or claims@isputes”) shall be resolved exclusively according to the proceduresrhbtifi this_Section
12.3through binding arbitration pursuant to the Commercidittation Rules and the Procedures for Complex Cases of tlegidan
Arbitration Association (AAA ") then in effect (the ‘Rules”):

0} The arbitration demand shall be delivered to the AAA and refgods in accordance with the Rules
single, neutral arbitrator shall be selected by




the joint agreement of the parties, but if they do not seeagithin fifteen (15) days of receipt by respondent(s)aafy of the
arbitration demand, AAA Rule R-11 shall apply except that eadly pay not strike more than three (3) arbitrators fromAefux
proposed list (of at least 10 potential arbitrators). Aryitrator appointed by the AAA shall be a practicing attoamayitted for at
least fifteen (15) years, with significant experience as an aiditof large, complex commercial cases or be a retired or foetera
judge. In addition, if practicable, any arbitrator appointethigyAAA shall have experience with -profit higher education and/or
issues relating to trademark licensing. The arbitrator sha# h conference with the parties within ten (10) days of appeittand
shall design and implement a schedule for the prompt anddjaidication of the Dispute. The hearing shall be held as a®possibl
but, if practicable, no later than ninety (90) days afteraghpointment of the arbitrator. The arbitrator may extendiangylimit
contained herein for good cause shown. The award of theaéobishall be made in a written opinion.

(ii) This provision for arbitration shall be specifically enforcedty the parties and the decision of the
arbitrator in accordance herewith shall be final, conclusive amirg on the parties and there shall be no right of appeaifitbier,
except in accordance with the provisions of the Federal Aribitrétct, 9 U.S.C. § let seq The arbitrator shall be empowered to
(A) determine the scope of his jurisdiction and all questief&ing to the amenability of a Dispute to arbitratiodemthis Agreemen
whether or not arbitration is the exclusive method of despegolution and the authority of the arbitrator to makesavgrd, and
(B) award equitable relief of any nature, including the typesmikedies described elsewhere in this Section.12d¥ controversy
concerning whether a Dispute is arbitrable shall be determinely byl the arbitrator.

(iif) Judgment upon the award rendered by the arbitrator may becbieany court having jurisdiction,
and if the award of the arbitrator includes equitable reliefjutigment may include an Order or injunction for such edeitadief.

(iv) Each party’s Expenses of arbitration shall be borne entiyetlpdi party; providedthat the costs of
the arbitrator shall be borne by the non-prevailing party anthe discretion of the arbitrator, all or a portibthe prevailing party’s
Expenses shall be reimbursed to it by the non-prevailing.part

W) The place of arbitration shall be New York County, New Ydihke language of the arbitration shal
English.

(vi) All aspects of the arbitration proceeding, including theterise of the arbitration, the award rende
by the arbitrator, all documents prepared for purposesdrttitration, and all documents produced in the arbitragicgither party
shall be deemed by the parties, their counsel and experts athithator(s) to be confidential information. The partibsjrtcounsel
and experts and the arbitrator(s) shall not disclose, inendrah part, to any other person or entity any such corfadénformation,
except to the extent required by Law. In the event either paigybslit is legally required to disclose such confidentialrin&dion to
any other person or entity, the party which believes ishak a legal obligation will promptly notify the otherrfyeof all the
circumstances surrounding that belief so that the other partseedmappropriate protections to limit the disclosure of soofidential




information and/or waive compliance with this paragraphhole or in part. If such protections are not obtained ®@other party
waives compliance with this paragraph, in whole or in paetptirty disclosing the confidential information shall adisclose the
information it believes it is legally required to disclose ahdll take reasonable steps to obtain an Order or other eadisgilirances
that confidential treatment will be afforded to the discloséatmmation.

(b) Court Proceedings. Notwithstanding any other provision of this Agreemaetther party shall institute a
proceeding in any court or administrative agency to resolvepul#, except for a court proceeding to compel arbitratiorherwise
enforce this arbitration provision, or to obtain a coulpjment upon any arbitration award rendered hereunder. In artypcoceeding
authorized by the preceding sentence, the parties agree to seekdeatteefcourt to file under seal any and all pleadings and piq
protect the confidential nature of the arbitration.

() Relief Allowed. In the case of any Dispute covered under_this Section HfZe3parties hereto agree that
either party shall be entitled to seek equitable relief, inctucilief such as declaratory judgment or judgments, an Orderdars for
specific performance or one or more temporary or permanentfigns or restraining orders, and that no bond or otherigeshall
be required in connection with any such requests for relief.parties agree that in the event that a party seeks emergencyguetlief,
party shall not seek such relief in court, but shall seek ligi from the arbitrator or, prior to his appointmet,means of the AAA
Optional Rules for Emergency Measures of Protection. The etpuieinedies provided herein are cumulative and not exclusive
remedies provided by Law.

12.4 Entire Agreement. This Agreement and the other Transaction Documents (togeithealixappendices, schedules,
exhibits, annexes and attachments thereto) constitute the eméezremt of the parties hereto with respect to the subject matef her
and thereof and supersede all prior agreements and undertdatigssritten and oral, between the parties with respect teuthiect
matter hereof and thereof.

125 Remedies Except as set forth herein, the parties agree that the remealy &iLa breach of this Agreement wo
be inadequate. In addition to legal remedies, each party shallitbeedeio specifically enforce the terms hereof and obtain injuact
relief or any other equitable remedies in the event of any seelbior threatened breach by the other party.

12.6 Amendments; Waivers. This Agreement may not be amended, modified or otherwisedlin any manner, and
the terms and conditions hereof may not be waived, unlessting signed by the parties hereto. Except as expressideato the
contrary, the rights and remedies provided herein shall be ativeubnd not exclusive of any other rights or remedies avaiialle
party and the waiver or failure by a party to exercise a rigigunder shall not operate as a waiver of a breach nor shalérprsuch
party from doing so later with respect to such breach orabseguent breach.

12.7 Assignment. Forbes may assign this Agreement and its rights aackesis hereunder without the consent of
Bridgepoint or Ashford. Neither Bridgepoint nor Astdanay assign this Agreement or any of its rights, inter@sbbligations
hereunder, whether by operation of law or otherwise, witti@iprior written consent of Forbes. A Change of Control




of a party shall be deemed an assignment by such party; providever, that a Change of Control of Bridgepoint (and a Change o
Control of Ashford resulting therefrom) shall not be édesed an assignment by such party for purposes of thio8d@i7unless

such Change of Control is such that either (a) the Persorriagquontrol of Bridgepoint is a Forbes Competitor, tti® acquisition of
control of Bridgepoint by such Person would reasonably pect&d to materially and adversely affect the reputation or valie of
Licensed Marks, as determined in consultation with a Mediatdc) ehe acquisition of control of Bridgepoint by sudar$dn would
reasonably be expected to materially impair the ability of Licettseemply with its financial obligations hereunder. Subjedhe
foregoing, this Agreement and the rights and obligatsggorth herein shall inure to the benefit of, and be bgndpon, the parties
hereto, and each of their respective successors and assigns.

12.8 Severability . Any term or provision hereof that is held by a tribusfatompetent authority to be invalid or
unenforceable shall not affect the validity or enforceabilitthe remaining terms and provisions hereof and, withirjutigdiction of
such tribunal, the scope, duration or applicability of tvalid or unenforceable term or provision shall be amendedl&bedthe
necessary words or phrases, and to replace such term orgmaviii a term or provision that is valid and enforcealdessto come
as close as possible to achieving the economic, legal or othénbegi purposes of such unenforceable term or provision.

12.9 Third Party Beneficiaries . Except as contemplated by Section @His Agreement shall not confer any legal or
equitable rights or remedies upon any Person other than tiesgeareto and their permitted successors and assigns.

12.10 Expenses Except as otherwise provided in this Agreement, all TraioseEkpenses (whether or not the
Transactions are consummated) shall be paid by the party icaudh Transaction Expense.

12.11 No Partnership or Joint Venture . Nothing contained in this Agreement or the other Trarma®@bcuments will
be deemed or construed as creating a joint venture or partneesivipen the parties. No party is by virtue of this Agreement
authorized as an agent, employee or legal representative of anpartyeNo party will have the power to control the activities
operations of any other, and the parties’ status is, antteheas$ will continue to be, that of independent contracitatis respect to
each other. No party will have any power or authority tallir commit to any other. No party will hold itself @st having any
authority or relationship inconsistent with this Secti@ml1.

12.12 Further Assurances. Each party shall, without further consideration, take suither action (including the
execution and delivery of such further documents and instrgin@nthe other party may reasonably request in order to certyeo
purposes of the Transactions.

12.13 Counterparts . This Agreement may be executed in counterparts and such gautgenay be delivered in
electronic format (including by fax and email). Such delivdrgaunterparts shall be conclusive evidence of the intent bmbed
hereby and each such counterpart and copies produced therefrbhagbahe same effect as an original.

[ Signature page follow$




IN WITNESS WHEREOF, the parties hereto have caused this Agrédéonea executed as of the date first above written.

LICENSEE
BRIDGEPOINT EDUCATION, INC.

By: /s/ Andrew S. Clark
Name: Andrew S. Clark
Title: President and Chief Executive ©dfi

ASHFORD UNIVERSITY, LLC

By: /s/ Dr. Richard Pattenaude
Name: Dr. Richard Pattenaude
Title: President and Chief Executive ©dfi

FORBES

FORBES EDUCATION HOLDINGS LLC

By: /s/ Mike Perlis
Name: Mike Perlis
Title: Chief Executive Officer

[Signature Page to License Agreement]




EXHIBIT A
DEFINITIONS
The capitalized terms set forth below shall have the respectivengeassigned to them.
“ 10-K Date” has the meaning set forth in Section 6.1(d)
“ AAA " has the meaning set forth in Section 12.3(a)

“ Accrediting Body ” means any entity or organization that is recognized as atutimtial accrediting body by the DOE that
accredits Ashford University, including HLC and WASC.

“ Action " means any and all actions, complaints, demands, hearings, aubip®enas, suits, arbitrations, mediations or
proceedings, whether civil, criminal, regulatory, administeadr investigative, including any of the foregoing condddiy or pendin
before any Governmental Authority.

“ Advertising Services” means the publication of advertisements meeting the ContenirBagats in Forbes digital and print
media.

“ Affiliate " means, with respect to any Person, any Person directlglioeatly Controlling, Controlled by or under common
Control with such other Person.

“ Agreement” has the meaning set forth in the Preamble.

“ Annual Minimum Guaranteed Amount ” means $2.5 million.

“ Ashford ” has the meaning set forth in the Preamble and, for the avoidadoaibt, includes Ashford University.
“ Authorized Domain Names” has the meaning set forth in Section 7.9

“ Bankruptcy Event ” means, with respect to any Person, (i) such Person commeneoigntary case or other proceeding, or

an involuntary case or other proceeding being commenced agahdPerson and remaining undismissed and unstayed for d pério
sixty (60) days, in either case seeking liquidation, reorgaoizat other relief with respect to such Person or its delder any
applicable bankruptcy, reorganization, composition, insolven@ther similar Law now or hereafter in effect or seekimg th
appointment of a trustee, receiver or liquidator, custodianhar similar official of such Person or any substantial gaits property,
(i) such Person consenting to any such relief set forthainse (i) of this paragraph or to the appointment of anggbossession by
any such official in an involuntary case or other proceedingytameed against it, (iii) such Person admitting in writtagnability to
pay its debts generally as they become due or generally failipgytsuch debts as they become due or (iv) such Persorgnoakin
consenting to any assignment of any material portion afsgets for the benefit of creditors.




“ Board " means, with respect to an entity, the board of directorsdhafananagers or corresponding governing body of such
entity, including, if duly acting in such capacity, the genpeatner, managing member or equity holders.

“ Bridgepoint " has the meaning set forth in the Preamble.

“ Business Course$ means any courses or classes offered by Licensee other tharhtktitelgusiness School using resources
or personnel of the Business School.

“ Business Schodl has the meaning set forth in the Recitals.

“ Business Day means a day other than a Saturday, Sunday or any other dayi@dncommercial banks in New York, New
York are authorized or required by Law to close.

“ Certificate Program " means an educational program that leads to a certificate.

“ Change of Control” means, with respect to a Person, the occurrence, directlyiogdtig, in one or more related
transactions, of any of the following: (i) any consolidatimerger, share exchange or similar transaction involvicly Barson unless
(x) the capital stock or other equity of such Person isowterted, reclassified, exchanged or cancelled in such transacti¢y) #mel
holders of such Person’s capital stock or other equityediately prior to such transaction hold more than fifty pdr(&dPs6) of the
outstanding voting power of the surviving entity (dapplicable, the ultimate parent Person that directly or indjrbes beneficial
ownership of one hundred percent (100%) of the voting sesudf the surviving entity) immediately after such transaciiip) any
sale, transfer, lease, exchange or other disposition of allibstantially all, of the consolidated assets of such Pdjipthe
acquisition by any Person or group (other than another Perggroup who, on the date hereof, was the beneficial ownkirty-five
percent (35%) or more of the outstanding voting poweuoh Person) of beneficial ownership of thirty-five per¢d86%0) or more of
the outstanding voting power with respect to such Persdhe@cquisition by any Person or group who, on the datof) was the
beneficial owner of thirty-five percent (35%) or more of thistanding voting power of such Person of beneficial owiperghany
additional voting power with respect to such Person (exofjjdin each case, acquisitions resulting from actions takely g9l such
Person which reduce the number of voting securities of seidoP outstanding); or (iv) any reorganization, reclassifioati
recapitalization, liquidation, dissolution or similar traason with respect to such Person. Notwithstanding the dorggneither of th
following events shall be considered a Change of Contraétnjajaction or series of actions that reduces the beneficial dvimerfs
Warburg Pincus, LLC in Bridgepoint Education, Inc. seasithat results in a single Person controlling more tlfiigrpiercent (50%)
of the voting or economic control of Bridgepoint, unle&sthe Person acquiring such control of Bridgepoint is d&® Competitor,
(B) the acquisition of such control of Bridgepoint by sitgrson would reasonably be expected to materially and adverfeelytaé
reputation or value of the Licensed Marks, as determined iruktatisn with a Mediator, or (C) the acquisition of suchtomirof
Bridgepoint by such Person would reasonably be expectedttiaily impair the ability of Licensee to comply with iisencial
obligations hereunder; and (b) the conversion of Ashforgedsity, LLC, from an lowa limited liability company toCGalifornia
limited liability company, in connection with Ashford’satrsition to WASC accreditation.




“ Claim Notice " has the meaning set forth in Section 9.3

“ Competition ” means, with respect to a Person, such Person directly oedtlgj whether on such Person’s own behalf or on
behalf of any other Person (i) participating, sponsongganizing, encouraging, investing in or being employeghgaged by any
Person or activity related to higher education that is comyetitith the Business School (except to the extent offeredyy an
Bridgepoint Affiliate, whether now existing or hereafter acediby Bridgepoint, including University of the RockieDamnver
Learning Institute), (ii) establishing any school, departm@migram, unit or subdivision relating to higher edwrain conjunction
with another Person or soliciting another Person for tinegse of establishing such school, department, programprusitbdivision
and (iii) causing or permitting any opportunity withiretscope of the Business School as of the Effective Date tahgedsin each
case except for, with respect to Forbes and its Affiliates, aciivities as may relate to business education that have beeichilsto
conducted by them, and natural extensions or developmergsthe

“ Conduct Default” means the discontinuance of all or a significant portiommefBusiness School other than by force
majeure.

“ Confidential Information ” means any information or material disclosed by one partis Gtépresentatives (theDiscloser
") to the other party or its Representatives (tletipient”) or obtained by Recipient through inspection or observaifddiscloser’s
property or facilities (before or after the signing ostAgreement, and whether in writing, or in oral, graphiegtebnic or any other
form) in connection with the Transactions that is markedkescribed as, identified in writing as, or provided undeuaistances
reasonably indicating it is, confidential or proprietaryMided, that Confidential Information shall not include any infation that (i
becomes publicly known through no fault of the Recipientt§oRepresentatives), (ii) is lawfully obtained from adtparty that is not
bound by a contractual, legal or other confidentiality ohiligeto the Discloser or (iii) is independently developedhgyRecipient
without reference to the Confidential Information.

“ Content Requirements” means the applicable requirements set forth in SectamdZSection 3

“ Contract ” of a Person means all agreements, contracts, instrumentstuvigy offers, commitments, leases, licenses,
purchase orders, security arrangements and any other underssaodagch such Person is a party or by which such Persamycof
such Person’s properties or assets may be bound or affectagthicase as amended, supplemented, waived or otherwise modified.

“ Control ” means, with respect to a Person, the possession, direatigicctly, of (i) the power to direct or cause the
direction of the management and policies of such Person, ingltltough the election of more than half of such PessBoard or (ii
more than fifty percent (50%) of the aggregate voting powir respect to such Person, in each case whether through the oo
securities, by Contract or otherwise.

“ Damages’ means any losses, Liabilities, damages, deficiencies, fines Jedsrs, penalties, charges, Taxes, assessments,
payments (including amounts paid in settlement), costs




and expenses (including costs of investigation, preparatiodefedse and reasonable attorneys’ fees and disbursements), whether
known or unknown, asserted or unasserted, absolute ongentj accrued or unaccrued, together with interest with respaacy tof

the foregoing. For avoidance of doubt, Damages shall be detztm@reunder on the basis of putting the party suffetioly Bamage

in the same economic position as if the representation, warcavignant or other agreement whose breach gives rise thereto had n
been so breached.

“ Default ” means the occurrence or existence of any circumstance which, withsdegp of time, the giving of notice or bt
would constitute or give rise to: (i) a breach, default ofation, (ii) the creation of any Lien or the acceleration oflaaility, (i) a
requirement to obtain the consent of any Person or (iv) afpall, repurchase, redemption, repayment, adjustment, amendment
cancellation or termination right.

“ Degree Program” means an educational program that leads to an Associate’s deégobelor’s degree, Master's degree or
Doctorate degree.

“ Discloser” has the meaning set forth in the definition of Confidemtidrmation.

“ Disputes” has the meaning set forth in Section 12.3(a)

“ DOE " means the U.S. Department of Education.

“ Educational Agency” means the DOE, an Accrediting Body or a state licensing agency

“ Educational Approval " means any Permit issued by an Educational Agency and necessamatandl to Ashford’s
operation of the Business School both on campus and véadiseducation, and Ashford’s eligibility to participate ineTit/
Programs.

“ Education Law ” means any law issued or administered by any Educational Agectyding any binding standard or
requirement of an Accrediting Body.

“ Effective Date” has the meaning set forth in the Preamble.

“ Expenses means, with respect to a Person, all reasonable costs and expenses! by or on behalf of such Person in
connection with the transactions contemplated hereby (incluiliimg &nd maintenance fees, employee compensation, fees and
disbursements of counsel and other charges in connectionhbtdtimiog and maintaining accreditation and compliance with Law and
the assertion of and defense against any claims arising meciion with the Transactions).

“ Forbes” has the meaning set forth in the Preamble.

“ Forbes Competitor” means a Person that, directly or indirectly, or througAfifiate or Subsidiary of such Person,
competes with Forbes or of any of its Affiliates in thesibass media and business publishing industry.

“ Forbes Indemnitees’ has the meaning set forth in Section 9.1




“ Forbes Termination Event” means (i) a material breach by Forbes of this Agreement, wheelth is not cured within thii
(30) days of receipt of notice from Licensee to Forbesa {Reputation Event, or (iii) a Bankruptcy Event with respeé€tdrbes.

“ Forbes Licensors’ means Forbes’ direct or indirect licensor(s).

“ FORBES Marks " means all Marks that include the word “Forbes” that are ownedmrolled by Forbes Licensors.
“ Foreign Activities " has the meaning set forth_ in Section 7.10

“ GAAP " means the United States generally accepted accounting principlésteoths applied.

“ Governmental Authority ” means any domestic or foreign nation or government, arg, gtatvince, municipality or other
political subdivision, branch or department thereof, anytctrilsunal, arbitrator, agency or other regulatory, adnmetiste or judicial
agency, commission or any other Person exercising executiisateg, judicial, regulatory or administrative functionsoofrelating
to government, including any Educational Agency.

“HLC " means the Higher Learning Commission of the North CeAsabciation of Colleges and Schools.

“ IFRS " has the meaning set forth in Section 7.2(a)(i)

“ Indebtedness’ with respect to a Person means, without duplication, (Qkdiyations for borrowed money, (ii) all obligatic
evidenced by bonds, debentures, notes or similar instrunfiéihtsll obligations under conditional sale, repurchasetber title
retention agreements, (iv) all obligations in respect of tiierida purchase price of property or services, (v) all Indebtslof others
guaranteed by such Person, (vi) all capital lease obligatioas¢ordance with GAAP) and (vii) all obligations, contingent o
otherwise, as an account party in respect of letters of ciettht;s of guaranty, bankers’ acceptances and similar instruments.

“ Indemnity Dispute Notice” has the meaning set forth in Section 9.3
“ Initial Term ” has the meaning set forth in Section 8.1

“ Intellectual Property " means the following items of intangible property: (a) pttewhether in the form of utility patents or
design patents and all pending applications for such patbhtsademarks, trade names, service marks, designs, logosjrteadeand
trade styles, whether or not registered, and all pending applis for registration of the same; (c) copyrights, wheath@ot
registered, and all pending applications for registratiohetame; (d) inventions, research records, trade secrets, coafidenti
information, product designs, engineering specificationsdaaaings, technical information, formulae, customer |sipplier lists
and market analyses; (e) Internet domain names and addresses, @ggmemail addresses and other source identifiers; and (f)
computer programs, including computer programs embodieghiicenductor chips or otherwise embodied, and related flovischar
programmer notes, updates and data, whether in object cesmde form.




“ Knowledge” means, with respect to a Person, the knowledge that woukhberrably expected to be obtained after due
inquiry of any Board member or senior executive of such Peesponsible for the matter in question.

“ Law " means any constitution, treaty, statute, law (includinggiplas of common law), code, rule, regulation, ordinance,
Order or agreement with or by any Governmental Authoritgluding any Education Law.

“ Liability " means any Indebtedness, commitment, obligation or liabiliigther or not known, asserted, accrued, contingent
or otherwise, including those arising under any Laws, AstmmContracts, or any Damages or equitable relief which mayesied
in connection with the foregoing.

“ License Year” means any calendar year during the Term of this Agreement, gkegfite first License Year shall run from
January 2, 2014 through December 31, 2014.

“ Licensed Activity " means (i) Ashford’s offering through the Business Stlod online and in-person courses, including as
part of a Degree Program or Certificate Program in the fidldsapuntancy, economics, finance, management, marketing and any
other business-related field solely to students enrolledpirogram culminating in the award of an associate, bachelamgster’s
degree or a certificate or enrolled in a course that leads to acaztenlitc continuing education credit or similar credit, ands(iigh
other activities as may be reasonably necessary in connectioafigiiing such courses or that are ancillary thereto, including
promotional activities (including paid search and social mexdieh(as Twitter/Facebook)), research activities, school store
merchandising activities of a scope that is customary for adailiper educational institution, and such other activities as lve
mutually agreed to by the parties from time to time.

“ Licensed Content” means (i) text from the U.S. edition of the print magatzited “Forbes,” “Forbes Life” and other Forbes
publications that may be mutually agreed to from time to {inRrint Content "), (ii) text and other content, including video, from
website forbes.corff Online Content™), and (iii) other content in the sole discretion of Forlyesluding video content or digital
content located in its archives and databases. No contenbsiddemed Licensed Content until Licensee has been notifiedtssFo
pursuant to Section 4that the content is available for use by Licensee.

“ Licensed Marks™ means the trademarks, service marks, trade dress, trade names, dames, logos and designs set forth
in Exhibit B or other marks that Forbes designates in writing by adsling marks to a revised Exhibita®d delivering such revised
Exhibit B to Licensee.

“ Licensee” has the meaning set forth in the Preamble.

“ Licensee Indemnitee$ has the meaning set forth in Section 9.2

“ Licensee-Requested Filingshas the meaning set forth in Section 2.4(a)




“ Licensee Termination Event’ means any (i) material breach by Licensee of this Agreement, Wwheetch is not cured
within thirty (30) days of receipt (or such other time esvfwled in the Agreement) of notice from Forbes, (ii) a Rajrt Event, (iii)
Conduct Default or (iv) a Regulatory Event.

“ Lien " means any (i) mortgage, pledge, lien, attachment, charge, hypavhecgtt of set-off or counterclaim, security
interest or other encumbrance, security agreement or trust geaungiobligation of any Person, (ii) option, right skufirst offer or
first refusal, (iii) easement, servitude, restrictive coveremtroachment, (iv) subordination agreement or arrangement or (
agreements to create or effect any of the foregoing.

“ Marks ” has the meaning set forth in Section 2.3(b)

“ Material Adverse Effect” means, when used in connection with any Person, any eventinsitance, change or effect that,
with or without the receipt of notice or the passage of timey, is reasonably likely to be materially adverse to thanbas, condition
(financial or other), assets, liabilities or results of openatof such Person.

“ Mediator " means, an independent and reputable third party selected by tih&@ oaunsent of the Parties (not to be
unreasonably withheld or delayed), knowledgeable and experientadémark-related matters, who will facilitate a confidential
review of the facts and circumstances and assist the partieeadtting a resolution.

“ Online Content” has the meaning set forth in the definition of Licensed €unt

“ Ordinary Course " means the ordinary course of the activities of Licensee censisith the past practices thereof.

“ Order " means any order, writ, injunction, award, judgment, decjgsioective, decree, ruling or assessment of any
Governmental Authority.

“ Organizational Documents” means, with respect to an entity, such entity’s certificatetmes of organization, formation,
incorporation or association, bylaws, regulations of the aad operating agreement (including limited liability compaartnershi
and shareholder agreements), in each case as modified and in effetitfeato time.

“ Other Required Filings ” has the meaning set forth in Section 2.4(a)

“ Performance Targets” means with respect to the Initial Term, Forbes having receweabgregate amount of Royalties
(giving effect to payments of the Minimum Guaranteed AmQusftat least $++ during the Initial Term.

“ Permits " means all permits, certificates, licenses, approvals, governnieamahises, accreditations and other authorization:
under applicable Law.

“ Person” means any individual, corporation, partnership, joint ventassociation, joint-stock company, limited liability

company, unlimited liability company, trust, unincorporabegianization, nonprofit entity, Governmental Authootyany other legal
entity.

[***] Confidential portions of this document haveén redacted and filed separately with the Comonissi




“ Print Content ” has the meaning set forth in the definition of Licensedt@an
“ Recipient” has the meaning set forth in the definition of Confidentidrmation.
“ Records” has the meaning set forth in Section 7.2(a)(i)

“ Regulatory Event” means (i) the termination or loss of Ashford’s eligilyito receive Title IV Funds or participate in Title
IV Programs by the DOE, (ii) Ashford is no longer acaesdiby a regional or national accreditor of higher educatiditutisns, or
(i) a regulatory development with respect to Bridgepohstford or the Business School that would reasonably beceegh to
prevent the continued conduct of the Licensed Activity.

“ Renewal Term” has the meaning set forth in Section 8.1

“ Representatives’ means, with respect to a Person, such Person’s officers,algeatanagers, employees, agents, direct anc
indirect equity holders, accountants, counsel, advisors, fimguscurces and other representatives.

“ Reputation Event” means any changes, circumstances or events that materially ancebdreftsct on the reputation or
value of the Licensed Marks, as determined in consultatidmaniediator.

“ Required Approvals” means any consent, approval, order, notice, authorizatiomer filing required to be made with or
obtained from any Educational Agency in connection with the elecutelivery and performance of the Transaction Documents anc
the consummation of the Transactions.

“ Required Disclosure” means any event required to be reported in public filingsibgnsee pursuant to either the Securities
Act of 1933, as amended, or the Securities Exchange Act of 492dnended, and the rules and regulations promulgated thereunde

“ Retention Period” has the meaning set forth in Section 7.2(a)

“ Revenue” means the revenue recognized by Licensee in accordance with U. @&ig a given time period that is
derived from students of Ashford’s Business School aieoenrolled in a program in the fields of accountancy, econpfiniaace,
management, marketing and any other business-related fididptlote and in-person, culminating in the award of an asgociat
bachelor’'s, master’s, or doctoral degree or a certificate. Fodavoe of doubt, U.S. GAAP revenue from students enrollad in
business program who take classes outside the business (gfogeneral education credits) will be deemed part of Revenug.&r
GAAP revenue from students enrolled in non- business gnogrho take classes inside the business school will be deetnealnof
Revenue. Notwithstanding the foregoing, Revenue also inclugaa@me, fees or sales generated through the association of the
Forbes brand with an activity of Licensee, including sale@fthndise, services, non-degree continuing education studiets, even
sponsorships, attendee fees and other such activities, estgriiincome, fees or sales are not derived from studentseenirotiegree
or certificate-granting programs of the Business Schooliged, however, if the amount of such income, fees and sales generated
through the association of the Forbes brand with the aetiwf Licensee that are not derived




from students enrolled in degree or certificate-granting progrof the Business School is less thaw in a given License Year,
such income, fees and sales shall not be included in Revenue.

“ Royalties” means, with respect to a License Year, the sum of (i) the profigA) the Revenue for such License Year times
(B) the applicable Royalty Percentage for such License Year.

“ Royalty Percentage’ means: (a) with respect to the first four (4) License YebtBelnitial Term,[**+*] percent {(**] %);
(b) with respect to the next four (4) License Years of th@lnierm,[***] percent (*+] %); and (c) with respect to the final four (4)
License Years of the Initial Term and all License Years theregft¢rpercent (*+] %).

“ Royalty Payment” has the meaning set forth in Section 5.1(b)(iii)

“ Royalty Statement” means, with respect to a License Year, a written statementjegbiiif an officer of Licensee, setting
forth a detailed computation of the Royalty Payment for siménse Year, including (i) a statement of the Revenue for siceimée
Year and (ii) the applicable Royalty Percentage used to computeyiadiBs.

“ Rules” has the meaning set forth in Section 12.3(a)

“ Schedules means the Disclosure Schedules to this Agreement, in theaigreed to and delivered by the parties at least
three (3) Business Days prior to the date hereof.

“ Signing Payment” means $15 million.
“ Specified Action” has the meaning set forth in Section 6.1(f)

“ Subsidiary ” means, with respect to a Person, any other Person Contogleech Person.

(3) years following the end of the Term) and, Hhd any other provision that, by its terms, contemplatesval past the termination
or expiration of this Agreement.

“ Surviving Sections” means Sections 2.2.3, 2.4(c), 3.7, 4.2, 4.3, 4.5(c),5.1,5.2,7.2,,8.2,8.3,9, 10, 11 (for three

“ Tax " means (i) all domestic or foreign federal, state, local, painterritorial or municipal taxes, charges, fees, imposts,
levies or other assessments, including all net income, altegmatiumum, gross receipts, wind-fall profits, producticapital, paidip
capital, sales, goods and services, adejalorem, value-added, transfer, transaction, franchise, profits, tomgrcapital stock,
license, greenmail, withholding (including Liability as ahhiblding agent), payroll, employment insurance, social sgcurit
unemployment, worker's compensation, welfare, excise, severaacg, ccupation, premium, escheat, environmental, property an
estimated taxes, customs duties, other taxes, fees, levids, tmHessments and charges of any kind whatsoever; and altinter
penalties, fines, additions to tax or other additional ansoinmposed by any taxing authority with respect thereto, venetisputed or
not, and (ii) any amount described in clause (i) for whiclkradh is liable (A) as a transferee or successor, (B)

[***] Confidential portions of this document haveén redacted and filed separately with the Comonissi




under Treas. Reg. § 1.1502-6, any comparable provision obtatherwise through operation of Law or (C) as a refudny tax
sharing, tax indemnity or tax allocation agreement, or any ettpress or implied agreement to indemnify any other Perstiy, o
contract or otherwise.

“ Term ” has the meaning set forth_ in Section 8.1

“ Territory ” means worldwide to the extent that Forbes has the righata the licenses set forth herein with respect to the
Licensed Marks or Licensed Content, as applicable, and subjegttiors7.10

“ Third Party Claim " has the meaning set forth in Section 9.3
“ Title IV Funds ” means funds disbursed or received under the Title IV Programs

“ Title IV Programs " means the programs of student financial assistance authoriZEteéolv of the Higher Education Act
of 1965, as amended.

“ Transaction Documents’ means this Agreement and all other documents contemplated/htrgéther with all schedules,
exhibits, annexes and appendices thereto.

“ Transaction Expenses means all third party fees and other Expenses incurred irecban with the evaluation,
authorization, preparation, negotiation, execution and perfarenainthe Transaction Documents, including making all filizugd
notifications and obtaining all consents in connection theheavid the fees and disbursements of investment bankenscifig
sources, accountants, legal counsel, experts and other consatidaigdvisors.

“ Transactions” means the transactions contemplated by the Transaction Documents.

“ WASC " means the Accrediting Commission for Senior Colleges anddudsities of the Western Association of Schools and
Colleges




EXHIBIT B

LICENSED MARKS

FORBES BUSINESS SCHOOL (U.S. Application Serial No583/699)
FORBES SCHOOL OF BUSINESS

FORBES SCHOOL OF BUSINESS AT ASHFORD UNIVERSITY




EXHIBIT C

LICENSEE-REQUESTED FILINGS AND OTHER REQUIRED FILIN GS

A. Licensee-Requested Filings
None
B. Other Required Filings:

None




EXHIBIT D

DOMAIN NAMES

forbesbusinesseducation.biz
forbesbusinesseducation.com
forbesbusinesseducation.net
forbesbusinessschool.biz
forbesbusinessschool.com
forbescollegeofbusiness.com
forbescontinuingeducation.com
forbeseducation.biz
forbeseducation.com
forbeseducation.net
forbesexecutiveeducation.com
forbesmba.com
forbesuniversity.com
forbesschool.net
forbesschool.biz
forbesmba.net
forbescertificate.com
forbescertificate.net
forbesms.com

forbesms.net
forbesschoolofbusiness.biz
forbesschoolofbusiness.com
forbesschool.com*
forbesbusinessschool.co.uk*
forbesbusinessschool.eu*
forbesbusinessschool.net*
forbesbusinessschool.org*
forbesbusinessschool.org.uk*
forbeseducation.org*

* These URLSs are in process of being registered by Forbes.




EXHIBIT E

APPROVED LOGOS AND BANNERS
[See attached]




EXHIBIT F

REQUIRED APPROVALS

None.



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N8-B39220, No. 333-164405, No. 3331571, Nc
333-179046, No. 333-185944 and No. 333-188738)ramth S-3 (No. 333-175724) of Bridgepoint Educatime, of our report dated March 17, 2014 , relating
to the consolidated financial statements and tfectfeness of internal control over financial repw, which appears in this Form 4K.

/sl PricewaterhouseCoopers LLP
Los Angeles, California
March 17, 2014



EXHIBIT 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Andrew S. Clark, certify that:
1. I have reviewed this Annual Report on FormKL6f Bridgepoint Education, Inc

2. Based on my knowledge, this report does notatony untrue statement of a material fact ort@nstate a material fact necessary to make the
statements made, in light of the circumstances wtieeh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and cfieWs of the registrant as of, and for, the pesipdesented in this report;

4, The registrant's other certifying officer(spdrare responsible for establishing and maintagimiisclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a15(f) and 18sl)) for
the registrant and have:

a. Designed such disclosure controls and procsdareaused such disclosure controls and procedoree designed under our supervision, to
ensure that material information relating to thgiserant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared,;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggifte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

C. Evaluated the effectiveness of the registraligslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thestegnt's internal control over financial reportihgt occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent eti@tuaf internal control over financial reportintg, the
registrant's auditors and the audit committee efrdgistrant's board of directors (or persons periftg the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are reasonably
likely to adversely affect the registrant's abilityrecord, process, summarize and report finaiiaimation; and

b. Any fraud, whether or not material, that innedvmanagement or other employees who have a signifiole in the registrant's internal control
over financial reporting.

Date: March 17, 2014

/sl ANDREW S. CLARK

Andrew S. Clark
President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Daniel J. Devine, certify that:
1. I have reviewed this Annual Report on FormKL6f Bridgepoint Education, Inc

2. Based on my knowledge, this report does notatony untrue statement of a material fact ort@nstate a material fact necessary to make the
statements made, in light of the circumstances wtieeh such statements were made, not misleaditigrespect to the period covered by this report;

3. Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and cfieWs of the registrant as of, and for, the pesipdesented in this report;

4, The registrant's other certifying officer(spdrare responsible for establishing and maintagimiisclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedxchange Act Rules 13a15(f) and 18sl)) for
the registrant and have:

a. Designed such disclosure controls and procsdareaused such disclosure controls and procedoree designed under our supervision, to
ensure that material information relating to thgiserant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared,;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggifte reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

C. Evaluated the effectiveness of the registraligslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thestegnt's internal control over financial reportihgt occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal daain the case of an annual report) that has madlieaffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(spdrhave disclosed, based on our most recent eti@tuaf internal control over financial reportintg, the
registrant's auditors and the audit committee efrdgistrant's board of directors (or persons periftg the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are reasonably
likely to adversely affect the registrant's abilityrecord, process, summarize and report finaiiaimation; and

b. Any fraud, whether or not material, that innedvmanagement or other employees who have a signifiole in the registrant's internal control
over financial reporting.

Date: March 17, 2014

/s/ DANIEL J. DEVINE

Daniel J. Devine
Chief Financial Officer




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report of Bridgepdfucation, Inc. (the "Company") on Form 10-K foe fperiod ended December 31, 2013, as filed with
the Securities and Exchange Commission on thetaatf (the "Report"), each of the undersignedihecertify, pursuant to 18 U.S.C. Section 1350adaptec
pursuant to Section 906 of the Sarbanes-Oxley A2062, that:

1. The Report fully complies with the requiremestSection 13(a) or 15(d) of the Securities ExgeaAct of 1934, as amended (the "Exchange
Act"); and
2. The information contained in the Report fairly mets, in all material respects, the financial cbodiand results of operations of the Comp

Dated: March 17, 2014

/s/ ANDREW S. CLARK

Andrew S. Clark,
President and Chief Executive Officer
(Principal Executive Officer)

Dated: March 17, 2014

/s/ DANIEL J. DEVINE

Daniel J. Devine,
Chief Financial Officer
(Principal Financial Officer)

This certification shall not be deemedétil! for purposes of Section 18 of the Exchange @éwcbtherwise subject to the liability of that sent This

certification shall not be deemed to be incorpatdte reference into any filing under the Securifies of 1933, as amended, or the Exchange Act, gxoethe
extent specifically incorporated by the Company istich filing.

A signed original of this certification hbsen provided to the Company and will be retaimgthe Company and furnished to the Securitiestamhange
Commission or its staff upon request.



Exhibit 99.1

Disclosure pursuant to Section 13(r) of the Securés Exchange Act of 1934

Pursuant to Section 13(r) of the Securities Exchahegt of 1934, Bridgepoint Education, Inc. (the tfstrant”), may be required to disclose in our airand
quarterly reports to the Securities and Exchangar@ission (the “SEC”"), whether the Registrant or ahits “affiliates” knowingly engaged in certaictavities,
transactions or dealings relating to Iran or wightain individuals or entities targeted by US ecguniwsanctions. Disclosure is generally requirechewbere the
activities, transactions or dealings were condugtempliance with applicable law. Because the $Efihes the term “affiliate” broadly, it includesyy entity
under common “control” with us (and the term “catitis also construed broadly by the SEC).

The description of the activities below has beaviged to the Registrant by Warburg Pincus LLC (“YyRffiliates of which: (i) beneficially own moréhan
10% of the Registrant’s outstanding common stoa{@mare members of its board of directors andbgieficially own more than 10% of the equity ietds of,
and have the right to designate members of thedtafadirectors of, Endurance International GrouplG”) and Santander Asset Management Investment
Holdings Limited, (“SAMIH"). EIG and SAMIH may thefore be deemed to be under common “control” withRegistrant; however, this statement is not
meant to be an admission that common control exists

As to EIG:

The disclosure below relates solely to activitienducted by EIG and its affiliates. The disclostioes not relate to any activities conducted byRbgistrant or
by WP and does not involve the Registrant’s or WRamagement. Neither the Registrant nor WP hashgdhvolvement in or control over the disclosed
activities of EIG, and neither the Registrant nd? Was independently verified or participated inptheparation of the disclosure. Neither the Regigtnor WP i
representing as to the accuracy or completene$e afisclosure nor do we or WP undertake any ofiigdo correct or update it.

The Registrant understands that EIG intends tdatiedn their next annual or quarterly SEC reploat:t

“Our business activities are subject to variousrietgons under U.S. export controls and trade eooshomic sanctions laws, including the U.S. Commerc
Department’s Export Administration Regulations &dnomic and trade sanctions regulations maintdigetie U.S. Treasury Department’s Office of Fomeig
Assets Control, or OFAC. If we fail to comply withese laws and regulations, we could be subjeai/tbor criminal penalties and reputational haim.
addition, if our third-party resellers fail to colppvith these laws and regulations in their deadinge could face potential liability or penalties ¥iolations.
Furthermore, U.S. export control laws and econasaitctions laws prohibit certain transactions witB..émbargoed or sanctioned countries, governments,
persons and entities.

Although we take precautions to prevent transastigith U.S. sanctions targets, we have in the idasttified limited instances of non-compliance witlese
rules and believe we have taken appropriate caveeattions in such instances. For example, on Ma&013, during a routine compliance scan of aw and
existing subscriber accounts, we discovered a ndscsiber account that was created on April 6, 20it88 information matching ORT France, identifieg b
OFAC as a Specially Designated National, or SDNleurthe Global Terrorism Sanctions RegulationsCFLR. Part 594. We had charged the subscriber
$114.10 for web hosting and domain name registra@vices at the time the account was opened @hduvknowledge of any SDN issue. Upon discowry
the potential SDN match, we promptly suspendedtiiscriber account, deactivated the website, lottk@dlomain name to prevent it from being transfiéanc
ceased providing services to the subscriber. \&& @omptly reported the potential SDN match to @FAo date, we have not received any correspondence
from OFAC regarding the matter.

Although we have implemented compliance measursatte designed to prevent transactions with laSctson targets, there is risk that in the futueeaw our
resellers could provide our solutions or servigestich targets despite such compliance measurisscdiid result in negative consequences to ugjdintgy
government investigations, penalties and reputatibarm.

Changes in our solutions or changes in export anpabit regulations may create delays in the intrtidncand sale of our solutions in international keds,
prevent our subscribers with international operetifftom deploying our solutions or, in some capesyent the export or import of our solutions taaie
countries, governments or persons altogether. Ailayge in export or import regulations, shift in grdorcement or scope of existing regulations,hange in
the countries, governments, persons or technoldaigsted by such regulations, could result in elesed use of our solutions or decreased abiligxport or se
our solutions to existing or potential subscribeith international operations. Any decreased useunfsolutions or limitation on our ability to exper sell our
solutions could adversely affect our business it condition and operating results.”




As to SAMIH:

The disclosure below relates solely to activitiesducted by SAMIH and its non-U.S. affiliates. Tdisclosure does not relate to any activities cotetliby the
Registrant or by WP and does not involve our or $uRanagement. Neither the Registrant nor WP haamachvolvement in or control over the disclosed
activities of SAMIH, and neither the Registrant MéP has independently verified or participatedhia preparation of the disclosure. Neither the Reggis nor
WP is representing to the accuracy or completeoiege disclosure nor do we or WP undertake anigabibn to correct or update it.

The Registrant understands that SAMIH’s affiliatgend to disclose in their next annual or quayt&EC report that an Iranian national, residenbhenU.K.,

who is currently designated by the U.S. and the.Wrder the Iran Sanctions regime, holds two imaest accounts with Santander Asset Management UK
Limited, a subsidiary of SAMIH and part of the Barsantander group. The accounts have remainedhftbreughout 2013. The investment returns are being
automatically reinvested, and no disbursements haeae made to the customer. Total revenue in cdionewith the investment accounts in 2013 was £24d
net profits in 2013 were negligible relative to theerall profits of Banco Santander, S.A.



