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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2013
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-34272

BRIDGEPOINT EDUCATION, INC.

(Exact name of registrant as specified in its @rart

Delaware 59-3551629
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

13500 Evening Creek Drive North, Suite 600
San Diego, CA 92128
(Address, including zip code, of principal execatiffices)

(858) 668-2586
(Registrant's telephone number, including area)code

None
(Former name, former address and former fiscal, yeananged since last report)

Indicate by check mark whether the registrant @b filed all reports required to be filed by SectiB or 15(d) of the Securities Exchange Act 0f4193
during the preceding 12 months (or for such shqrégiod that the registrant was required to filetsteports), and (2) has been subject to suchyfilin
requirements for the past 90 days. Y&b No O

Indicate by check mark whether the registrant iisnitted electronically and posted on its corpo¥alieb site, if any, every Interactive Data File

required to be submitted and posted pursuant te Rfb of Regulation S-T (§232.405 of this chapderjng the preceding 12 months (or for such shorter

period that the registrant was required to submit gost such files). Ye&l No O

Indicate by check mark whether the registrantlaage accelerated filer, an accelerated filer, aaccelerated filer, or a smaller reporting comp&se
the definitions of “large accelerated filer,” “adeated filer” and “smaller reporting company” imle 12b-2 of the Exchange Act.

Large accelerated fildd Accelerated filelx] Non-accelerated fileld Smaller reporting comparid
(Do not check if a
smaller reporting company)

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxge Act). YesO No

The total number of shares of common stock outdatgras of October 31, 2013, was 54,576,091 .
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PART I—FINANCIAL INFORMATION

ltem 1. Financial Statements.
BRIDGEPOINT EDUCATION, INC.
Condensed Consolidated Balance Sheets
(Unaudited)
(In thousands, except par value)

As of
September 30, 2013

As of
December 31, 2012

ASSETS
Current assets:
Cash and cash equivalents $ 431,76: $ 255,96
Investments 35,22: 136,96°
Accounts receivable, net 51,12 67,92’
Deferred income taxes 11,03: 10,93¢
Prepaid expenses and other current assets 16,057 19,81(
Total current assets 545,19¢ 491,60!
Property and equipment, net 94,57( 95,96¢
Investments 86,27¢ 121,73t
Student loans receivable, net 11,93¢ 15,14:
Goodwill and intangibles, net 11,97 10,73¢
Deferred income taxes 13,28 13,26¢
Other long-term assets 1,951 2,33(
Total assets $ 765,19( $ 750,78
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 9,32: $ 4,58¢
Accrued liabilities 43,567 44,64(
Deferred revenue and student deposits 126,44 175,05
Total current liabilities 179,33t 224,28!
Rent liability 26,29¢ 25,17:
Other long-term liabilities 8,74t 9,75¢
Total liabilities 214,37! 259,217
Commitments and contingencies (see Note 12)
Stockholders' equity:
Preferred stock, $0.01 par value:
20,000 shares authorized; zero shares issued #stdmding at both September 30, 2013, and
December 31, 2012 — —
Common stock, $0.01 par value:
300,000 shares authorized; 61,759 issued and 54i45fanding at September 30, 2013; 61,406
issued and 54,099 outstanding at December 31, 2012 61¢ 614
Additional paid-in capital 163,67 151,70¢
Retained earnings 522,06¢ 474,59¢
Accumulated other comprehensive income 28 222
Treasury stock, 7,307 shares at cost at both Septedd, 2013, and December 31, 2012 (135,579 (135,579
Total stockholders' equity 550,81! 491,57(
Total liabilities and stockholders' equity $ 76519 $ 750,78

The accompanying notes are an integral part oktheadensed consolidated financial statements.




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 share:
Basic
Diluted

BRIDGEPOINT EDUCATION, INC.

Condensed Consolidated Statements of Income

(Unaudited)
(In thousands, except per share amounts)

Three Months Ended September

Weighted average number of common shares outsigndied in computing

earnings per share:
Basic
Diluted

30, Nine Months Ended September 3(

2013 2012 2013 2012
$ 18561: $ 252,07t $ 60517( $ 758,81!
92,20¢ 90,98t 299,89! 260,48¢
64,50 96,73¢ 179,63. 273,971
16,05( 17,24 53,34« 57,83¢
172,76: 204,96 532,87: 592,29!
12,851 47,10¢ 72,29¢ 166,52(
787 95t 2,63¢ 2,49:
13,63¢ 48,06¢ 74,93t 169,01:
3,50¢ 18,24 27,46¢ 63,96
$ 10,13 $ 29,82( $ 47,47C $ 105,04¢
$ 0.1¢ $ 0.5¢ $ 08¢ $ 2.0C
0.1¢ 0.5: 0.8t 1.87
54,33¢ 53,18« 54,20 52,57¢
56,431 55,75¢ 55,79¢ 56,08¢

The accompanying notes are an integral part oktheadensed consolidated financial statements.




BRIDGEPOINT EDUCATION, INC.
Condensed Consolidated Statements of Comprehensiveeome
(Unaudited)
(In thousands)

Three Months Ended September 30,  Nine Months Ended September 30,

2013 2012 2013 2012
Net income $ 10,13t % 29,82( % 4747C 3 105,04¢
Other comprehensive income (loss), net of tax:
Unrealized gains (losses) on investments 10 30¢€ (199 94t
Comprehensive income $ 10,14 $ 30,12¢ $ 4727¢ $ 105,99

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




BRIDGEPOINT EDUCATION, INC.
Condensed Consolidated Statement of Stockholdersghity
(Unaudited)

(In thousands)

Accumulated

Common Stock Additional Other
Paid-in Retained Comprehensive Treasury
Shares Par Value Capital Earnings Income Stock Total
Balance at December 31, 2012 61,40¢ $ 614 $ 151,70¢ $ 47459t $ 22z $ (13557) $ 491,57
Stock-based compensation — — 10,70« — — — 10,70«
Exercise of stock options 16¢ 2 1,24¢ — — — 1,25(
Excess tax benefit of option
exercises and restricted stock, net of
tax shortfall — — 48¢ — — — 482
Stock issued under employee stoc
purchase plan 62 1 603 — — — 604
Stock issued under restricted stock
plan 11t 1 (1,08)) — — — (2,080
Exercise of warrants 7 — 8 — — — 8
Net income — — — 47,47( — — 47,47(
Unrealized losses on investments
net of tax — — — — (199 — (199

The accompanying notes are an integral part oktheadensed consolidated financial statements.




BRIDGEPOINT EDUCATION, INC.
Condensed Consolidated Statements of Cash Flows
(Unaudited)
(In thousands)

Nine Months Ended September 3(

2013 2012
Cash flows from operating activities
Net income $ 47,47C $ 105,04
Adjustments to reconcile net income to net cashigeal by operating activities:
Provision for bad debts 53,64¢ 52,41¢
Depreciation and amortization 15,86 12,76
Amortization of premium/discount 3,59¢ 5,38¢
Stock-based compensation 10,70¢ 9,91t
Excess tax benefit of option exercises (863 (8,446
Loss on impairment of student loans receivable 79C —
Net realized gain on sale of securities (62 —
Changes in operating assets and liabilities:
Accounts receivable (36,05¢) (90,18¢)
Prepaid expenses and other current assets 3,39¢ (3,987)
Student loans receivable 21¢ (5,730
Other long-term assets 37¢ 1,971
Accounts payable and accrued liabilities 3,69¢ 19,36:
Deferred revenue and student deposits (48,610) (13,19)
Other liabilities 107 8,26¢
Net cash provided by operating activities 54,27 93,58t¢
Cash flows from investing activities
Capital expenditures (12,737 (20,807)
Purchases of investments (26,729 (173,51)
Restricted cash — 25
Capitalized curriculum development costs (3,519 (4,130
Sales and maturities of investments 161,85¢ 151,51:
Net cash provided by (used in) investing activities 119,87 (46,909
Cash flows from financing activities
Proceeds from exercise of stock options 1,25( 2,24C
Tax withholdings related to net issuance of stoutioms — (10,419
Excess tax benefit of option exercises 863 8,44¢
Proceeds from the issuance of stock under emplstpet purchase plan 604 707
Proceeds from the exercise of warrants 8 2
Issuance of restricted stock (2,080 —
Net cash provided by financing activities 1,64t 977
Net increase in cash and cash equivalents 175,79 47,65¢
Cash and cash equivalents at beginning of period 255,96 133,92
Cash and cash equivalents at end of period $ 431,76: $ 181,57
Supplemental disclosure of non-cash transactions:
Purchase of equipment included in accounts payaideaccrued liabilities $ 95 % 2,07¢

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




BRIDGEPOINT EDUCATION, INC.

Notes to Condensed Consolidated Financial StatemanfUnaudited)

1. Nature of Business

Bridgepoint Education, Inc. (together with its sidieries, the “Company”), was incorporated in 189@l is a provider of postsecondary
education services. Its wholly-owned subsidiarkeshford University and University of the Rockiese @academic institutions that offer
associate's, bachelor's, master's and doctoratgrsgonline, as well as at their traditional cangsuscated in lowa and Colorado, respectiy

2. Summary of Significant Accounting Policies
Principles of Consolidatior

The condensed consolidated financial statementsdadhe accounts of Bridgepoint Education, Ina &g wholly-owned subsidiaries.
Intercompany transactions have been eliminatedmsalidation.

Unaudited Interim Financial Information

The condensed consolidated financial statemertteeo€fompany have been prepared in accordance edgthuating principles generally
accepted in the United States of America (“GAAR) ihterim financial information and with the insttions to Form 10-Q and Rule 10-01 of
Regulation S-X. Accordingly, these financial stagts do not include all of the information and fames required by GAAP for complete
financial statements and should be read in conjometith the consolidated financial statementsudeld in the Company's Annual Report on
Form 10-K for the year ended December 31, 2012iclwivas filed with the Securities and Exchange Casimn (“SEC”) on March 12, 2013
and amended on May 17, 2013. In the opinion of rpament, these financial statements include allstajents (consisting of normal recurring
adjustments) considered necessary to present stdé@ment of the Company's condensed consolifiatattial position, results of operations
and cash flows as of and for the periods presented.

Operating results for any interim period are natessarily indicative of the results that may beeexgd for the full year. The year-end
condensed consolidated balance sheet data wevedérom audited financial statements, but do nolide all disclosures required by GAAP
for complete annual financial statements.

Use of Estimates

The preparation of the condensed consolidated diahatatements in conformity with GAAP requiresrmagement to make estimates
assumptions that affect the reported amounts icdheensed consolidated financial statements. Aotsalts could differ from those estima

Revision of Previously Issued Financial Stateme!

During the first quarter of 2013, the Company idféeed a $7.2 million out of period adjustment faddebt expense related to the aging
of the Company's accounts receivable, which shbalaé been recognized during the year ended Dece3db@012. The Company evaluated
the cumulative impact of this item on prior peri@® determined to revise its previously issuedrfaial statements to reflect the impact of
correction. Prior periods have been revised in eotian with the filing of the Company's Form 10-'013.

After the revisions described above, the Compatgrslensed consolidated financial statements apepdyostated. The table below
presents the impact of this revision on the Com[sargnsolidated balance sheet data as of Decerib032, the consolidated statement of
income data and consolidated cash flow data foy#ae ended December 31, 2012, as well as the ingpaihe quarterly periods during the
year ended December 31, 2012. There was no impalee tcash flows from operating activities in afiyh@ periods presented due to
revision. The following table is presented in thauds, except per share data:




BRIDGEPOINT EDUCATION, INC.

Notes to Condensed Consolidated Financial StatementUnaudited) (Continued)

As Reported As Revised As Reported As Revised As Reported As Revised As Reported As Revised

March 31, 2012 June 30, 2012 September 30, 2012 December 31, 2012
Consolidated balance sheet data:
Accounts receivable, net $ 92850 $ 91,12¢ $ 99617 $ 91,13¢ $ 111,01 $  99,91¢ $ 75177 $ 67,920
Deferred income taxes N/A N/A N/A N/A N/A N/A $ 8,22 $ 10,93¢
Total current assets $ 442,890 $ 441,16¢ $ 468,24 $ 459,76 $ 463,60t $ 452,51! $ 496,14 $ 491,60
Total assets $ 684,17: $ 68244 $ 73159 $ 723,11 $ 747,19¢ $ 736,09 $ 755,32 $ 750,78
Accrued liabilities $ 6740¢ $ 66,75t $ 57,85 $ 54,65( $ 56,60¢ $ 52,31 N/A N/A
Total current liabilities $ 261,22¢ $ 260,57 $ 251,22( $ 248,01 $ 236,12 $ 231,92! N/A N/A
Total liabilities $ 289,95( $ 289,29¢ $ 28254: $ 279,33 $ 269,76 $ 265,56! N/A N/A
Retained earnings $ 384,21 $ 383,14¢ $ 431,67t $ 426,401 $ 463,12. $ 456,22¢ $ 479,14 $ 474,59
Total stockholders’ equity $ 394,22: $ 393,15 $ 449,05¢ $ 443,78 $ 477,42¢ $ 470,53: $ 496,11 $ 491,57
Total liabilities and stockholders’ equity $ 684,17. $ 682,44 $ 731,59 $ 723,11 $ 747,19C $ 736,09¢ $ 75532¢ $ 750,78
Three Months Ended
March 31, 2012 June 30, 2012 September 30, 2012 December 31, 2012
Consolidated statement of income data:
Instructional costs and servicés $ 8250C $ 84,22/ $ 7852¢ $ 8527 $ 8837¢ $ 90,98¢ $ 105,87 $ 102,03
Total costs and expenses $ 198,08¢ $ 199,80t $ 180,76t $ 187,52 $ 202,35 $ 204,96 $ 184,25. $ 180,41:
Operating income $ 5235 $ 50,62¢ $ 7553t $ 68,78. $ 49,72 $ 47,10¢ $ 25100 $ 28,94«
Income before income taxes $ 5303 $ 51,31 $ 7639 $ 69,63¢ $ 5067 $ 48,06« $ 2598 $ 29,82
Income tax expense $ 19,99¢ $ 19,34: $ 2893 $ 26,37¢ $ 19,23 $ 18,24« $ 9,96: $  11,45(
Net income $ 3304 $ 3197 $ 47,45¢ $  43,25¢ $ 3144 $ 29,82 $ 16,01¢ $ 18,37
Earnings per share:
Basic $ 0.6¢ $ 0.61 $ 09C $ 0.82 $ 05¢ % 0.5¢€ $ 03C $ 0.3¢
Diluted $ 05¢ $ 0.57 $ 08/ % 0.77 $ 05€¢ $ 0.5¢ $ 02¢ $ 0.3¢
Year to Date Period Ended
March 31, 2012 June 30, 2012 September 30, 2012 December 31, 2012
Consolidated statement of income data:
Instructional costs and servic8s $ 82500 $ 84,22 $ 161,02! $ 169,50: $ 249,39 $ 260,48¢ $ 355,27. $ 362,52
Total costs and expenses $ 198,08: $ 199,80¢ $ 378,85( $ 387,32 $ 581,200 $ 592,29! $ 76545 $ 772,70
Operating income $ 52358 $ 50,62¢ $ 127,88¢ $ 11941 $ 177,61: $ 166,52 $ 202,71+ $ 195,46
Income before income taxes $ 5303 $ 51,310 $ 129,42« $ 120,94 $ 180,100 $ 169,01 $ 206,080 $ 198,83
Income tax expense $ 1999 $ 19,34: $ 48,927 $ 4571¢ $ 68,15¢ $ 63,960 $ 7812: $ 7541
Net income $ 3304 $ 3197 $ 8049¢ $ 75,22¢ $ 111,94. $ 105,04¢ $ 127,96. $ 123,42
Earnings per share:
Basic $ 064 $ 0.61 $ 152 % 1.4¢4 $ 21 $ 2.0C $ 24: 3% 2.3t
Diluted $ 05¢ $ 0.57 $ 14: % 1.3¢ $ 20C $ 1.8 $ 22¢ % 2.2]
Consolidated statement of cash flow data:
Net income $ 3304 $ 31,97: $ 8049¢ $ 7522 $ 111,94 $ 105,04¢ $ 127,96 $ 123,42
Provision for bad debts $ 1494 $ 16,66¢ $ 24920 $ 33,40 $ 41327 $ 52,41¢ $ 6644 $ 73,69
Deferred income taxes N/A N/A N/A N/A N/A N/A $ (7,269 $ (9,979
Accounts payable and accrued liabilites $ 27,508 $ 26,85 $ 21,70C $ 18,49 $ 2355¢ $ 19,36: N/A N/A

(1) The amounts in the “as reported” column fotrmstional costs and services above reflect reifladsamounts for each respective period. For dofut
information, see also Note 3, “Reclassification.”






BRIDGEPOINT EDUCATION, INC.

Notes to Condensed Consolidated Financial StatementUnaudited) (Continued)

Accounts Receivable and Allowance for Doubtful Acsus

Accounts receivable consists of student accouetsivable, which represent amounts due for tuitiechnology fees and other fees from
currently enrolled and former students. Studenitegaly fund their education through grants antlans under various Title IV programs,
tuition assistance from military and corporate esgpls or personal funds.

Accounts receivable are stated at the amount mamagfeexpects to collect from outstanding balan€esaccounts receivable, an
allowance for doubtful accounts is estimated by ag@ment based on (i) an assessment of individealats receivable over a specific aging
and amount (and all other balances on a pooled basied on historical collection experience) c@ifsideration of the nature of the receivable
accounts and (iii) potential changes in the busimesconomic environment. The provision for balitslés recorded within the instructional
costs and services line in the condensed consetidaitements of income.

Student Loans Receivable and Loan Loss Rese

Student loans receivable consist of loans to gedli§tudents and have a repayment period of 1&¥ean the date of graduation or
withdrawal from the Company's institutions. Theeneist rate charged on student loans is a fixedbfaggher 4.5% or 0.0% depending upon the
repayment plan selected. If the student selectsatieeof 0.0% , the student must pay $50 per monttihe loan while enrolled in school and
during the six months of grace period (after graidmeor withdrawal) before the repayment periodibegOn the 0.0% student loans, the
Company imputes interest using the rate that wbaldsed in a market transaction with similar terim&rest income on student loans is
recognized using the effective interest methodiamdcorded within other income in the condenseatolidated statements of income. Reve
recognized related to student loans was immateuahg each of the three and nine months endeceBdyatr 30, 2013 and September 30,
2012 , respectively.

Student loans receivable are stated at the amoan&dgement expects to collect from outstanding lsakaror tuition related student Ic
receivables, the Company estimates an allowanodoiaotful accounts, similar to that of accountsiegble, based on (i) an assessment of
individual loans receivable over a specific agind amount (and all other balances on a pooled basisd on historical collection experience).
(i) consideration of the nature of the receivadeounts, (jii) potential changes in the businessconomic environment and (iv) related FICO
scores and other industry metrics. The relatedigiav for bad debts is recorded within the instiatl costs and services line in the condel
consolidated statements of income.

For non-tuition related student loans, the Compailizes an impairment methodology. Under this noelttiogy, management determines
whether a loan would be impaired if it is probathlat the Company will be unable to collect all amswdue in accordance with the contractua
terms of the individual loan agreement. This assess is based on an analysis of several factolgdimgy aging history and delinquency
trending, the risk characteristics and loan pertoroe of the specific loans, as well as current @cion conditions and industry trends. Base
these factors, the Company considers loans to paifed when they reach a delinquency status tlaaines specialized collection efforts. The
Company records a loss reserve for the full bodkevaf the impaired loans. For the three and nioetims ended September 30, 2013, there
was $0.5 million and $0.8 million , respectivelgcorded for loan loss reserves. The loan lossvesemaintained at a level deemed adequate
by management based on a periodic analysis ofithieidual loans and is recorded within the instiatal costs and services line in the
condensed consolidated statements of income.

Recently Adopted Accounting Pronouncemel

In July 2012, the Financial Accounting Standardaifiq“FASB”) issued Accounting Standards Update§tR) 2012-02, which amends
Accounting Standards Codification Topic 39@&sting Indefinite-Lived Intangible Assets for linpeent. The amended standard reduces the
cost and complexity of testing indefinite-livedangible assets, other than goodwill, for impairmgnallowing companies to perform a
gualitative assessment to determine whether fuithpairment testing is necessary, similar in apphda the goodwill impairment test. The
guidance provided in ASU 20122 is effective for annual and interim impairmesgts performed for fiscal years beginning aftert&aper 15
2012. The Company adopted ASU 2012-02, effectimeidey 1, 2013, and such adoption did not have anmaheffect on our condensed
consolidated financial statements.
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BRIDGEPOINT EDUCATION, INC.

Notes to Condensed Consolidated Financial StatementUnaudited) (Continued)

In February 2013, the FASB issued ASU 2013R&porting of Amounts Reclassified Out of Accumdl@ther Comprehensive Income
or AOCI, which amends Accounting Standards CodiiicaTopic 220 Comprehensive IncomeaJnder ASU 2013-02, an entity is required to
provide information about the amounts reclassifiatiof AOCI by component in a single note or onfioee of the financial statements. The
guidance provided in ASU 2013-02 is effective fatierim and annual reporting periods beginning dtecember 15, 2012. The Company
adopted ASU 2013-02, effective January 1, 2013,sainth adoption did not have a material effect ancomdensed consolidated financial
statements.

3. Reclassification

Effective in the fourth quarter of 2012, the Compamade changes in the presentation of its operatipgnses. The Company determi
that these changes would better reflect industagtmes and would provide more meaningful inforaraths well as increased transparency to
its operations. The Company believes its expersescaassified better represent the operationaigésmand the business initiatives that have
been implemented. The Company has reclassified peidods to conform to the new presentation. Theas no change to the total amount of
operating expenses as a result of the reclassificat

The following table depicts the Company's operaérgenses as previously reported, as well as diymeelassified, on its condensed
consolidated statements of income for each oftiteetmonth periods noted below (in thousands):

March 31, June 30, September 30, December 31,

2012 2012 2012 2012
Instructional costs and services (as reported) $ 68,47F $ 65,39F $ 75,69¢ $ 105,87!
Impact of reclassification 14,02¢ 13,13( 12,67« —
Instructional costs and services (as reclassified) 82,50( 78,52t 88,37: 105,87!
Impact of bad debt revision 1,724 6,754 2,61z (3,84))
Instructional costs and services (as reclassifietravised) 84,22¢ 85,27¢ 90,98¢ 102,03-
Admissions advisory and marketing (as reported) 80,06: 78,60¢ 90,29: 65,23¢
Impact of reclassification 9,97¢ 8,58¢ 6,44: —
Admissions advisory and marketing (as reclassified) 90,04: 87,19 96,73 65,23¢
General and administrative (as reported) 49,54¢ 36,76: 36,36¢ 13,13¢
Impact of reclassification (24,009 (21,71¢ (19,117 —
General and administrative (as reclassified) 25,54 15,041 17,247 13,13¢
Total costs and expenses (as reclassifiedeuised) $ 199,80t § 187,52( $§ 20496° $ 180,41

For additional information, see also Note 2, “Sumyra Significant Accounting Policies - Revision Bfeviously Issued Financial Statements.”
4. Earnings Per Share

Basic earnings per share is calculated by dividieigincome by the weighted average number of conshanes outstanding for the
period. Diluted earnings per share is calculatedibigling net income by the sum of (i) the weightagtrage number of common shares
outstanding for the period and (ii) potentiallyudive securities outstanding during the periodhé effect is dilutive.

Potentially dilutive common shares for each ofttiree and nine months ended September 30, 201Septdmber 30, 201,Zonsisted ¢
incremental shares of common stock issuable uppexircise of options and upon the settlementsificéed stock units.

11




BRIDGEPOINT EDUCATION, INC.

Notes to Condensed Consolidated Financial StatementUnaudited) (Continued)

The following table sets forth the computation asiz and diluted earnings per share for the peiiutisated (in thousands, except per
share data):

Three Months Ended September

30, Nine Months Ended September 3(
2013 2012 2013 2012

Numerator:

Net income $ 10,13t % 29,82( $  47,47C $ 105,04
Denominator:

Weighted average number of common shares outsgndin 54,33¢ 53,18« 54,20: 52,57¢

Effect of dilutive options and restricted stocktsni 1,99¢ 2,34¢ 1,49 3,261

Effect of dilutive warrants 98 22¢ 97 252

Diluted weighted average number of common sharestanding 56,43 55,75¢ 55,79¢ 56,08¢
Earnings per share:

Basic earnings per share $ 0.1¢ $ 0.5¢ $ 0.8¢ $ 2.0C

Diluted earnings per share $ 0.1t $ 05: $ 0.8t $ 1.87

For the periods indicated below, the computatiodilitive common shares outstanding excludes eedpiions and restricted stock ur
to purchase shares of common stock because tfeit @fas anti-dilutive.

Three Months Ended September

30, Nine Months Ended September 3(
(in thousands) 2013 2012 2013 2012
Options 2,56¢ 3,40¢ 3,49: 1,36¢
Restricted stock units — — 1 —
5. Significant Balance Sheet Accounts
Receivables, Net
Receivables, net, consist of the following (in thands):
As of As of
September 30, 2013 December 31, 2012
Accounts receivable $ 102,78: $ 114,63!
Less allowance for doubtful accounts (51,659 (46,709
Accounts receivable, net $ 51,12: $ 67,92°
Student loans receivable (non-tuition related) $ 7,95 % 9,27¢
Student loans receivable (tuition related) 5,64: 8,171
Student loans receivable 13,59¢ 17,45(
Less allowance for doubtful accounts (1,660 (2,307%)
Student loans receivable, net $ 11,93¢ $ 15,14

As of September 30, 2013 and December 31, 20Xkte thas $1.7 million and $0.6 million , respectyvelf current net student loans
receivable included within net accounts receivaBtadent loans receivable is presented net of elayed
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BRIDGEPOINT EDUCATION, INC.

Notes to Condensed Consolidated Financial StatementUnaudited) (Continued)

discount, and the balances approximated fair valwach balance sheet date. The Company estintetdalit value of the student loans
receivable by discounting the future cash flowsigsiurrent rates for similar arrangements. Therapsions used in this estimate are
considered unobservable inputs and are thereftegaazed as Level 3 measurements under accougdiaignce.

The following table presents the changes in th@aalhce for doubtful accounts for the periods ingidgin thousands):

Beginning Charged to Ending
Balance Expense Deductions(1) Balance
Allowance for doubtful accounts receivable:
For the nine months ended September 30, 2013 $ (46,709 $ 54,03¢ $ 49,08 $ (51,659
For the nine months ended September 30, 2012 (35,627 52,42« 45,11 (42,939
Allowance for student loans receivable (tuitioratetl):
For the nine months ended September 30, 2013 $ (2,307) $ (387 $ 26C $ (1,660
For the nine months ended September 30, 2012 (2,339 (6) — (2,337)

(1) Deductions represent accounts written off, neecbveries

For the non-tuition related student loans recewatble Company monitors the credit quality usireglirscores, aging history and
delinquency trending. The loan reserve methodolsggviewed on a quarterly basis. Delinquency ésrttain factor of determining if a loan is
impaired. If a loan were determined to be impaimetirest would no longer accrue. For the threerdnd months ended September 30, 2013 ,
there was $0.5 million and $0.8 million , respeelyy of loans that were impaired, and as of Sep&rib, 2013 an immaterial amount of loa
had been placed on non-accrual status.

Prepaid Expenses and Other Current Assets

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

As of As of
September 30, 2013 December 31, 2012
Prepaid expenses $ 10,25¢ $ 9,36
Prepaid licenses 3,061 5,86¢
Prepaid insurance 1,18¢ 1,13¢
Interest receivable 647 2,221
Other current assets 911 1,22¢
Total prepaid expenses and other current assets $ 16,057 $ 19,81(
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Property and Equipment, Net

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

Land
Buildings and building improvements
Furniture, office equipment and software
Leasehold improvements
Vehicles
Total property and equipment
Less accumulated depreciation and amortization

Total property and equipment, net

Goodwill and Intangibles, Net

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

Goodwill and indefinite-lived intangibles

Definite-lived intangible assets
Less accumulated amortization
Definite-lived intangible assets, net

Total goodwill and intangibles, net

As of As of
September 30, 2013 December 31, 2012
7,091 7,091
28,52( 25,43(
94,14¢ 85,70¢
24,41( 23,75¢
147 147
154,31 142,13¢
(59,747 (46,167
94,57( 95,96¢
As of As of
September 30, 2013 December 31, 2012
$ 3,42¢ 3,42¢
$ 13,49¢ 9,97¢
(4,946 (2,669
8,55( 7,31%
$ 11,97 10,73¢

For the three months ended September 30, 2013eptdrBber 30, 2012 , amortization expense was $llidmand $0.4 million ,
respectively. For the nine months ended Septenthe2®L3 and September 30, 2012 , amortization esgemas $2.3 million and $1.0 million ,
respectively. The Company estimates that the rengaamortization expense for those intangibles tiiave been placed into service as of
September 30, 2013, will be approximately $0.9iaml, $3.3 million , $2.2 million and $0.5 millioover the remaining fiscal years ending
December 31, 2013 , December 31, 2014 , Decemh@035b and December 31, 2016, respectively.
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Accrued Liabilities

Accrued liabilities consist of the following (indhsands):

As of As of
September 30, 2013 December 31, 2012
Accrued salaries and wages $ 13,227 $ 11,58t
Accrued bonus 1,88: 1,60:
Accrued vacation 9,55¢ 8,99:
Accrued expenses 17,51« 15,92
Accrued income taxes payable 1,38¢ 6,53¢
Total accrued liabilities $ 43561 $ 44,64(

There was a reduction in force during the secoraidtquof 2013 to help better align personnel reseaipvith the impact of previously
announced institutional initiatives regarding elments. We recognized $5.9 million of severancescfis wages and benefits during the
second quarter for this reduction in force. Thalteeverance amount was charged as $4.8 milliamstouctional costs and services, $0.3
million to admissions advisory and marketing exgsnsind $0.8 million to general and administragixpenses. These costs were fully paid
during the third quarter of 2013 from existing cashhand. There were no additional severance oogither related contract termination costs
since that time.

Deferred Revenue and Student Deposits

Deferred revenue and student deposits consisedbttowing (in thousands):

As of As of
September 30, 2013 December 31, 2012
Deferred revenue $ 32,76 $ 44,967
Student deposits 93,68/ 130,09(
Total deferred revenue and student deposits $ 126,44 $ 175,05

6. Investments

The following tables summarize the fair value imfation of short and long-term investments as ot&aper 30, 2013 , and
December 31, 2012 , respectively (in thousands):

As of September 30, 2013

Level 1 Level 2 Level 3 Total
Demand notes $ — 3 65z $ — 652
Corporate notes and bonds — 21,35¢ — 21,35¢
Total $ — 3 22,01 $ — 22,01:

As of December 31, 2012

Level 1 Level 2 Level 3 Total
Demand notes $ — 3 415 $ — 3 41F
Corporate notes and bonds — 148,80: — 148,80:
Total $ — % 149,21¢ $ — % 149,21¢
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The above tables do not include amounts relat@vEstments classified as other investments, ssdeadificates of deposit, which are
carried at amortized cost. The amortized cost ohs$avestments approximated fair value at eachnisalaheet date. The assumptions used in
these fair value estimates are considered as oliservable inputs and are therefore categorizéges 2 measurements under the accountin
guidance. The balances of such other investments $89.5 million at September 30, 2013 , and $16%lkon as of December 31, 2012 . The
balances of total combined short-term and long-tesrastments was $121.5 million and $258.7 milli@s of September 30, 2013 , and
December 31, 2012 , respectively.

The Company records the changes in unrealized gaith4osses on its investments arising during #regd in other comprehensive
income. For the three months ended September 3@, &@d 2012 , the Company recorded net unrealiaed @f $10,000 and $308,000 ,
respectively, in other comprehensive income whieheanet of tax expense of $9,000 and $187,00(pectisely. For the nine months ended
September 30, 2013 and 2012 , the Company recardetlunrealized loss of $194,000 , and a net lineglagain of $945,000respectively, it
other comprehensive income which were net of tarebeof $115,000 and tax expense of $565,000paets/ely.

7 . Credit Facilities

On April 13, 2012, the Company entered into a $80an revolving line of credit (“Facility”) pursuat to an Amended and Restated
Revolving Credit Agreement (“Revolving Credit Agneent”) with the lenders signatory thereto and Cacagras administrative agent for the
lenders. The Revolving Credit Agreement amendeddated and superseded any prior loan documentheATompany's option, the Company
may increase the size of the Facility up to $10Mieni, in certain minimum increments, subjecthe terms and conditions of the Revolving
Credit Agreement. Additionally, the Company mayuest swing-line advances under the Facility up3ariilion in the aggregate.

Under the Revolving Credit Agreement and the doaitmexecuted in connection therewith (collectivée “Facility Loan Documenty,’
the lenders have agreed to make loans to the Comgrahissue letters of credit on the Company's lbedubject to specific terms and
conditions. The Facility has a term of three yeaard matures on April 13, 2015. Interest and feesugtng under the Facility are payable
quarterly in arrears and principal is payable atumity. The Company may terminate the Facility ufioe days notice, without premium or
penalty, other than customary breakage fees.

For any advance under the Facility, interest witirae at either the “Base Rate” or the “Eurodoliased Rate,” at the Company's option.
The Base Rate means, for any day, 0.5% plus tteegteof: (1) the prime rate for such day, (2)Fkderal Funds Effective Rate in effect on
such day, plus 1.0% , and (3) the daily adjustifBQR rate, plus 1.0% . The Eurodollar-based Ratansgfor any day, 1.5% plus the quotient
of (1) the LIBOR Rate, divided by (2) a percentageal to 100% minus the maximum rate on such datdigh Comerica is required to
maintain reserves on “Eurocurrency Liabilities"dedined in Regulation D of the Board of Governdirthe Federal Reserve System. For any
advance under the swing line, interest will acaueither the Base Rate or, if made available@ocdbmpany by the swing line lender, at the
lender's option, a different rate quoted by sucllée. For any letter of credit issued on the Comgjsamehalf under the Facility, the Company is
required to pay a fee of 1.50% of the undrawn arhotisuch letter of credit plus a letter of crediting fee. The Company is also required to
pay a facility fee of 0.25% of the aggregate committ then in effect under the Facility, whetherduseunused.

The Facility Loan Documents contain other custonafiymative, negative and financial maintenanceetr@ants, representations and
warranties, events of default, and remedies upcgvant of default, including the acceleration dbtdend the right to foreclose on the collatera
securing the Facility. The Company was in compkawith all financial covenants in the Facility LoBocuments as of September 30, 2013 .

As security for the performance of the Companylgabons under the Facility Loan Documents, therpany granted the lenders a first
priority security interest in substantially all tie Company's assets, including its real property.

As of September 30, 2013 , and up to the datdin§fithe Company had no borrowings outstandingeutide Facility. As of
September 30, 2013 , the Company used the aviyalmider the line of credit to issue letters addit aggregating $5.8 million .
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Surety Bond Facility

As part of its normal business operations, the Gomps required to provide surety bonds in cerséd@tes in which the Company does
business. In May 2009, the Company entered intoetysbond facility with an insurance company toydde such bonds when applicable. As
of September 30, 2013 , the total available suvetyd facility was $12.0 million and the Company lgglied surety bonds totaling $7.0
million .

8. Stock-Based Compensation

The Company recorded $3.3 million and $3.4 millidrstock-based compensation expense for the thoegh®s ended September 30,
2013 and 2012, respectively, and $10.7 million $® million of stock-based compensation expeonséhe nine months end&eptember 3(
2013 and 2012, respectively. The related incomdé¢gefit was $1.2 million and $1.3 million for ttteee months ended September 30, 2013
and 2012 , respectively, and $4.0 million and $8ilfion for the nine months ended September 303281d 2012 , respectively.

There were 13,060 restricted stock units (“RSUs&nted during the three months ended Septemb@03@3, at a grant date fair value of
$16.52 . During the three and nine months endete8dger 30, 2013 , approximately 0.2 million RSUsted and were released.

The Company did not grant any options to purchhsees of common stock during the three months eBagtember 30, 2013 . During
the three months ended September 30, 2013 , opgbgnachase 0.2 million shares of common stoclevesercised.

As of September 30, 2013, there was unrecogniastpensation cost of $15.5 million related to uneésiptions and RSUs.

9. Warrants

The Company has issued warrants to purchase coratock to various employees, consultants, licenasodslenders with exercise prices
ranging from $1.125 to $9.00 . Each warrant reprissthe right to purchase one share of common stexbkf September 30, 201 3varrants t
purchase 0.1 million shares of common stock reratstanding. The Company has not issued any warsimte 2005. During the three
months ended September 30, 2013 , there were dppatety 7,000 warrants to purchase shares of constamk exercised. All outstanding
warrants are currently exercisable and expire ocebwer 1, 2013.

10. Income Taxes

The Company's current estimated annual effectigenre tax rate that has been applied to normalrrieguwperations for the nine
months ended September 30, 2013, was 38.9% . ®hmp&ny's actual effective income tax rate was 3@at%he nine months ended
September 30, 2013 . The actual effective ratéhi®mnine months ended September 30, 2013 diffeosd the Company's estimated annual
effective tax rate due to the impact of discredens on the Company's income before the provisiomémme taxes, primarily the recognitior
$1.9 million of gross unrecognized tax benefits #rereversal of accrued interest related to thedaf the statute of limitations, offset by
increases to other gross unrecognized tax berafitselated accrued interest.

At September 30, 2013, and December 31, 2012Cdmepany had $8.1 million and $9.3 million of grassecognized tax benefits,
respectively, of which $5.3 million and $6.6 mitig respectively, would impact the effective incotae rate if recognized.

The Company is subject to U.S. federal income takraultiple state tax jurisdictions. The 2002 thgb?012 tax years remain open to
examination by major taxing jurisdictions to whitte Company is subject.

The Company's continuing practice is to recognizerest and penalties related to uncertain taxipasiin income tax expense. Accrued
interest and penalties related to uncertain taitipos as of September 30, 2013 and as of DeceBhe2012 , was $1.8 million and $1.7
million , respectively.
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The California Franchise Tax Board commenced aiit afithe Company's 2008 and 2009 California incdenereturns in October 2011.
The Company does not expect any significant adjesteresulting from this audit.

It is reasonably possible that the amount of thecwgnized tax benefit will change during the reXimonths, however the Company
does not expect the potential change to have arialagéfect on the results of operations or finahgiosition in the next year.

11. Regulatory

The Company is subject to extensive regulationdolefal and state governmental agencies and adogeldddies. In particular, the
Higher Education Act of 1965, as amended (“Highdudation Act”), and the regulations promulgatedéhader by the U.S. Department of
Education (“Department”) subject the Company tasigant regulatory scrutiny on the basis of nummrstandards that institutions of higher
education must satisfy in order to participatehia various federal student financial assistancgraros under Title IV of the Higher Education
Act.

Ashford University and University of the Rockieg dooth currently regionally accredited by the Highearning Commission of the
North Central Association of Colleges and Scha“*HLC").

WASC Grant of Initial Accreditation of Ashford Uarsity. On July 10, 2013, the WASC Senior College andvesity Commission
(“WASC") granted Initial Accreditation to Ashford Universifyr five years, until July 15, 2018. This WASCiaatpermits Ashford Universit
to designate WASC as its accreditor of record foppses of eligibility to participate in the Tillé programs, subject to (i) the Department's
prior approval, (ii) the university's voluntary Wwitrawal from HLC, (iii) receipt of acknowledgment HLC, and (iv) release of HLC's relevant
records to WASC. WASC found that the university fesponded to its previously expressed concerdgeflithat Ashford University is in
substantial compliance with WASC standards andoisteed a process for monitoring progress in imgeting recommendations in several
areas related to growth, infrastructure, studeteinteon and student outcomes. As part of the manggorocess, the university will host WASC
in a Special Visit in spring 2015. The universityeinds to transition from HLC to WASC, name WASGtasccreditor of record for Title IV
purposes, and designate its San Diego, Califoatgities as its main campus and its Clinton, lam&mpus as an additional location, subject to
approval by the Department. Ashford University faily submitted its request for such approvals ®Bepartment on Jul y 17, 2013. On
November 4, 2013, the Department notified Ashfordvdrsity that the Department will approve the @maity's change in accreditor,
recognizing WASC as Ashford University’s accredi@iong with the renewal of certification for canied participation in the Title IV, HEA
programs. The Department anticipates completingeitiew and approval of the university’s applicatior change in accreditor, and issuing a
new Program Participation Agreement, within thetriew weeks.

Application for Licensure by California BPPEo be eligible to participate in Title IV progranes) institution must be legally authorized
to offer its educational programs by the stateshich it is physically located. Effective July 1021, the Department established new
requirements to determine if an institution is ddaeed to be legally authorized by a state. SegtiRgion - State Authorization” in the
Company’s Annual Report on Form 10-K for the yaaaledd December 31, 2012, which was filed with th€ ®8 March 12, 2013, and
amended on May 17, 2013. In connection with itagition to WASC accreditation, Ashford Universithaps to designate its San Diego,
California facilities as its main campus for Tith purposes, subject to approval by the Departm&iSC-accredited institutions operating in
California are not required to obtain additiongbagval from the State of California, DepartmentGainsumer Affairs, Bureau for Private
Postsecondary Education, or BPPE, in order to ¢pémahe state. Under the Department’s state aizttion rule, an institution must be
approved or licensed on a basis other than acatimxfitin instances in which it is not establishgchame as an educational institution by a ¢
through a charter, statute, constitutional provisir other action issued by an appropriate siggaey or entity. On May 21, 2013, the
Department published a notice stating that it wqartlvide an extension of the effective date ofdtate authorization rule until July 1, 2014 to
qualifying institutions that obtain from a stateexplanation of how the extension of time wouldmpiétthe state to comply with the regulatio
The California Department of Consumer Affairs hesued a letter explaining the need for an extengisrit is uncertain how the Department
will interpret the state authorization rule or #ygplicability of the extension of time, the univigrsubmitted an Application for Approval to
Operate an Accredited Institution to BPPE on Septami0, 2013. Once licensed by BPPE, the univevgityno longer be exempt from certe
laws and regulations applicable to private, posbadary educational institutions. These laws agdlegions entail certain California reporting
requirements, including but not limited to, emplamhdata, certain changes of ownership and control,
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faculty and programs, and student refund poli@ssyell as the triggering of other state and fddatalent employment data reporting and
disclosure requirements.

HLC Accreditation of Ashford Universit@n July 18, 2013, Ashford University provided a ntoring report to HLC stating that it had
been granted Initial Accreditation by WASC for fiyears and that the university intends to name WASG@s accreditor of record, subject to
approval by the Department. However, if the Departhdoes not recognize the change of accredittireodesignation of San Diego, Califor
as its main campus and Clinton, lowa as an additimeation, or if the Department has not yet retped the change of accreditor or campus
designations, the university would be requireddstitHLC in a focused evaluation on or before Decaniy, 2013 to examine retention,
graduation and the university's progress in reaglthe identified issues. Unless the universithdiaws from HLC prior to such date, the H
Board of Trustees will consider information prowdde the July 2013 monitoring report and the Decenit®13 focused evaluation at its
meeting in February 2014 and take action as apjatepiSuch action could include placing the insititu on notice or probation, a show-cause
order or withdrawal of accreditation. Loss of adit&ion would denigrate the value of our instituis' educational programs and would cause
them to lose their eligibility to participate intlE IV programs, which would have a material adeezffect on enrollments, revenues, financial
condition, cash flows and results of operations.

On September 4, 2013, Ashford University receivéetter from HLC, stating that on August 30, 20HB.C's Board of Trustees removed
the university from Notice because the HLC Boartkdeined that the university had resolved the corcéhat led to the institution being
placed on Notice. The HLC Board maintained the ireguent that the university host HLC in a focuseadleation on or before December 15,
2013 to examine retention, graduation and the usityes progress in resolving the issues identifiethe Notice action. This requirement will
remain in effect until the university resigns itatss.

Request for information from Ashford Universitylbya College Student Aid Commissi@n September 22, 2012, the lowa College
Student Aid Commission requested that Ashford Unsitye provide the commission with certain inforneatiand documentation related to,
among other matters, the denial of Ashford Uniwgisiapplication for WASC accreditation, the unsigrs compliance with HLC criteria and
policies, a teach-out plan in the event that Agthtdniversity is unsuccessful in obtaining WASC &clitation and is sanctioned by HLC, and
information relating to admissions employees, ngtoei financial aid, availability of books, crediialance authorizations, and academic and
financial support and advisement services to stisddine commission requested that Ashford Univemidvide the requested information by
November 12, 2012 and make a-person presentation during the commission's mgetnNovember 16, 2012. The university made the
presentation and continues to work with the comimiis® ensure they receive timely accreditatiomted updates.

Negotiated Rulemakinghe Department held negotiated rulemaking publarings in May and June 2013 and has indicatedtisat
activity is part of a series of rulemaking effaidsachieve a long-term agenda in higher educatonded on access, affordability, academic
quality and completion. Recent hearings have fatasetopics including, but not limited to, cash mgement of Title IV program funds, state
authorization for programs offering distance orespondence education, gainful employment, creditcdock hour conversions, changes n
to theClery Actby theViolence Against Women Act of 2QR3L. 113-4), and the definition of “adverse creéir PLUS borrowers.

In June 2013, the Department announced its intemdie@stablish a negotiated rulemaking committgerépare proposed regulations that
would establish standards for programs that pregtaigents for gainful employment in a recognizecupation, referred to below as the Not
The Notice sought nominees for the two sessiomsiittst of which occurred on September 9-11, 20i@ the second of which was scheduled
for October 21-23, 2013, but has been delayed Isecafithe partial, temporary government shutdowmdvance of the first negotiated
rulemaking session, the Department issued draftiaégry language for discussion purposes. The ditifirs from the gainful employment
regulations previously promulgated by the Departimehich were vacated by the U.S. Court of Appéaighe District of Columbia Circuit, i
several significant ways, including: (i) tightenitite debt-to-earnings ratios that programs must mesder to be considered passing and
establishing a new “zone” alternative for programith debt-to-earnings ratios that are neither pagssbor failing, (ii) decreasing the number of
years for which a program may fail to meet the -to-earnings ratios before losing Title 1V eligibjlfrom three out of four years to two out of
three years, and (iii) eliminating the loan repaytmate metric. The repayment rate metric is thepanent of the current gainful employment
rule which was held to be arbitrary and capricibyghe court, resulting in invalidation of the eatrule. This rulemaking process is expecte
produce new regulations, which, if published irafiform after November 1, 2013 and on or beforeétober 1, 2014, would take effect in J
2015.
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The Notice stated that the Department plans tdksbtacommittees to address the other rulemakisigels in the coming months.
Department representatives have advised institsitiosit committees could be established in Febromkyarch 2014. Compliance with
additional regulations, and/or regulatory scrutingt results in the Company's institutions beirggadly out of compliance with these
regulations, could result in direct and indirecstscof compliance, fines, liabilities, sanctiondawsuits, which could have a material adverse
effect on enrollments, revenues, financial conditicash flows and results of operations.

Cohort Default Ratel-or each federal fiscal year, the Department catesla rate of student defaults over a two-yeasuragwy period for
each educational institution which is known as@h'tart default rate.” An institution may lose itsg#bility to participate in the Direct Loan and
Pell programs if, for each of the three most reéedéral fiscal years for which information is daale, 25% or more of its students who
became subject to a repayment obligation in thderfa fiscal year defaulted on such obligationtry énd of the following federal fiscal year.
In addition, an institution may lose its eligibjlito participate in the Direct Loan program if éshort default rate exceeds 40% in the most
recent federal fiscal year for which default rdtase been calculated by the Department. Ashfordéisity's two-year cohort default rates for
the 2011, 2010 and 2009 federal fiscal years, w@r&% , 10.2% , and 15.3% , respectively. The year cohort default rates for the Univer
of the Rockies for the 2011, 2010 and 2009 fedesedl years, were 4.9% , 4.0% and 3.3% , respelgtiv

12. Commitments and Contingencies

From time to time, the Company is a party to vasitawsuits, claims and other legal proceedingsahaé in the ordinary course of
business. When the Company becomes aware of a otgdotential claim, it assesses the likelihooduy loss or exposure. If it is probable 1
a loss will result and the amount of the loss camdasonably estimated, the Company records ditlydioir the loss. If the loss is not probable
or the amount of the loss cannot be reasonablyatdd, the Company discloses the nature of thefgpelaim if the likelihood of a potential
loss is reasonably possible and the amount invalvethterial. Below is a list of material legal peedings to which the Company or its
subsidiaries is a party.

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

In January 2011, Ashford University received alfaadit report from the OIG regarding the compliameidit commenced in May 2008
and covering the period July 1, 2006 through Juhe807. The audit covered Ashford University's adstration of Title IV program funds,
including compliance with regulations governingtitigional and student eligibility, awards and diskements of Title IV program funds,
verification of awards and returns of unearned fuddring that period, and its compensation of fai@raid and recruiting personnel during the
period May 10, 2005 through June 30, 2009.

The final audit report contained audit findingsech case for the period July 1, 2006 through 3002007, which are applicable to
award year 2006-2007. Each finding was accompanyezhe or more recommendations to the Departm@ffiise of Federal Student Aid
(“FSA™). Ashford University provided FSA a detailedsponse to OIG’s final audit report in Februadg 2. For further details regarding the
audit report, please refer the section titled “Ratjon - Department Regulation of Title IV ProgramSompliance reviews, audits and reports,’
in Part I, Item 1 of the Company's Annual Reporfonm 10-K for the year ended December 31, 201&was filed with the SEC on March
12, 2013, and amended on May 17, 2013. If the F&fewo determine to assess a monetary liabiligoonmence other administrative action,
Ashford University would have an opportunity to test the assessment or proposed action througmastrative proceedings, with the right
seek review of any final administrative actionlie federal courts.

lowa Attorney General Civil Investigation of AshfdrUniversity

In February 2011, Ashford University received frtime Attorney General of the State of lowa (“lowdokhey General”) a Civil
Investigative Demand and Notice of Intent to Prac€€ID") relating to the lowa Attorney Generaltsvestigation of whether certain of the
university's business practices comply with lowastoner laws. Pursuant to the CID, the lowa Attor@eyeral has requested documents anc
detailed information for the time period Januar2Q08 to present. On June 24, 2013 and Octobe&?®3, representatives from the Company
and Ashford University met with the lowa Attornegfieral to discuss the status of the investigatimhaapotential resolution involving
injunctive relief and a monetary payment. Ashfomiuérsity is cooperating with the investigation ar@hnot predict the eventual scope,
duration or outcome of the investigation at thisetior whether a potential resolution can be reacheé result, the Company cannot
reasonably estimate a range of
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loss for this action and accordingly has not actraugy liability associated with this action. Howevéwe are able to resolve this matter, we
believe any such resolution would result in matgréyments and certain non-monetary remedies.

New York Attorney General Investigation of Bridgejpd Education, Inc.

In May 2011, the Company received from the Attor@mneral of the State of New York (“NY Attorney &eal”) a Subpoena relating to
the NY Attorney General's investigation of whettiter Company and its academic institutions have ¢iechvith certain New York state
consumer protection, securities and finance lawssint to the Subpoena, the NY Attorney Genemrbquested from the Company and its
academic institutions documents and detailed inédion for the time period March 17, 2005 to pres&éhe Company is cooperating with the
investigation and cannot predict the eventual scdpetion or outcome of the investigation at thise.

North Carolina Attorney General Investigation of Aford University

In September 2011, Ashford University received frii@ Attorney General of the State of North CamfNC Attorney General”) an
Investigative Demand relating to the NC Attorneyn&ml's investigation of whether the universityisibess practices complied with North
Carolina consumer protection laws. Pursuant tdrtiestigative Demand, the NC Attorney General leagiested from Ashford University
documents and detailed information for the timeqeedanuary 1, 2008 to present. Ashford Univerisityooperating with the investigation and
cannot predict the eventual scope, duration oraraécof the investigation at this time.

California Attorney General Investigation of For-Rifit Educational Institutions

In January 2013, the Company received from therA#tp General of the State of California (“CA AttesnGeneral”) an Investigative
Subpoena relating to the CA Attorney General'sstigation of for-profit educational institutionsufBuant to the Investigative Subpoena, the
CA Attorney General has requested documents amdettinformation for the time period March 1, 2@0%resent. On July 24, 2013, the CA
Attorney General filed a petition to enforce cartaategories of the Subpoena related to recordésdarad electronic marketing data. On
September 25, 2013, we reached an agreement wilAbAttorney General to produce certain categafahe documents requested in the
petition and stipulated to continue the hearinghenpetition to enforce from October 3, 2013 toutam 9, 2014. The Company cannot predict
the eventual scope, duration or outcome of thestigation at this time. As a result, the Companyncd reasonably estimate a range of loss fc
this action and accordingly has not accrued arbjliip associated with this action.

Stevens v. Bridgepoint Education, In

In February 2011, the Company received a copyaninaplaint filed as a class action lawsuit naming @ompany, Ashford
University, LLC, and certain employees as defenslartie complaint was filed in the Superior Courthaf State of California in San Diego ¢
was captione@tevens v. Bridgepoint Education, It April 2011, the Company received a copy of a ptaimt filed as a class action lawsuit
naming the Company and Ashford University, LLCda$endants. The complaint was filed in the SupeCiourt of the State of California in
San Diego, and was captionklbore v. Ashford University, LLCIn May 2011, the Company received a copy of aplamt filed as a class
action lawsuit naming the Company as a defenddre.cbmplaint was filed in the Superior Court of 8tate of California in San Diego on
May 6, 2011, and was caption8dnchez v. Bridgepoint Education, 1idl. three of these complaints generally alleged tha plaintiffs and
similarly situated employees were improperly deriedain wage and hour protections under Califolaia

In October 2011, the above named cases were cdatali because they involved common questions bhfatlaw, withStevens v.
Bridgepoint Education, Indesignated as the lead case. In April 2012, thefaom entered into a settlement agreement with iiatjffs of
the above named cases to settle the claims orsswide basis. Under the terms of the settlememeagent, the Company agreed to pay an
amount to settle the plaintiffs' claims, plus aalated payroll taxes. The Company accrued a $10l®mexpense in connection with the
settlement agreement during the three months elidech 31, 2012. On August 24, 2012, the Court gréfinal approval of the class action
settlement and entered a final judgment in accarelavith the terms of the settlement agreement. Jétilement was paid out prior to
December 31, 2012.
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Securities Class Actiol

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. Franke naming the Company, Andrew Clark, DaBievine and Jane McAuliffe as defendants for all§gethking false and materially
misleading statements regarding the Company's eéssiand financial results, specifically the conoeait of accreditation problems at Ashford
University. The complaint asserts a putative cfes$od stemming from May 3, 2011 to July 6, 201X ubstantially similar complaint was a
filed in the same court by Luke Sacharczyk on dmly2012 making similar allegations against the Gany, Andrew Clark and Daniel Devir
The Sacharczyk complaint asserts a putative ckxssdstemming from May 3, 2011 to July 12, 201ipaly, on July 26, 2012, another
purported securities class action complaint waslfih the same court by David Stein against theesdefendants based upon the same gener:
set of allegations and class period. The complailiégie violations of Sections 10(b) and 20(a)ef ecurities Exchange Act of 1934 and F
10b-5 promulgated thereunder and seek unspeciftetetary relief, interest, and attorneys’ fees.

On October 22, 2012, the Sacharczyk and Steinrectieere consolidated with the Franke action andCingrt appointed the City of
Atlanta General Employees Pension Fund and the SeasnLocal 677 Health Services & Insurance Pldea plaintiffs. A consolidated
complaint was filed on December 21, 2012 and thea@my filed a motion to dismiss on February 19,2@n September 13, 2013, the Court
granted the motion to dismiss with leave to amemdfleged misrepresentations relating to Ashfoniversity’s quality of education, the
WASC accreditation process, and the Company’s @iimiforecasts. The Court denied the motion to éisrfor alleged misrepresentations
concerning Ashford University’s persistence raféwe plaintiff did not file an amended complaintthg October 31, 2013 deadline and
therefore the case will now proceed to discovery.

The Company believes the lawsuit is without merid &tends to vigorously defend against it. Howebecause of the many questions o
fact and law that may arise, the outcome of thgsll@roceeding is uncertain at this point. Basetherinformation available to the Company at
present, it cannot reasonably estimate a rangeseffbr this action and accordingly has not accargdliability associated with this action.

Shareholder Derivative Actiol

On July 24, 2012, a shareholder derivative complaas filed in California Superior Court by Alonkartinez. In the complaint, the
plaintiff asserts a derivative claim on the Compatehalf against certain of its current and foroféicers and directors. The complaint is
entitledMartinez v. Clark, et al, and generally alleges that the individual defersibreached their fiduciary duties of candor, gfziith and
loyalty, wasted corporate assets and were unjestiighed. The complaint seeks unspecified mone#igf and disgorgement on behalf of the
Company, as well as other equitable relief andagigs’ fees. On September 28, 2012, a substaniaiiyar shareholder derivative complaint
was filed in California Superior Court by David Agb-Laroche. In the complaint, the plaintiff asseatderivative claim on the Company's
behalf against certain of its current and forméicefs and directors. The complaint is entithdblph-Laroche v. Clark, et al.and generally
alleges that the individual defendants breacheid fideiciary duties of candor, good faith and Idyalwasted corporate assets and were unjust
enriched.

On October 11, 2012, the Adolph-Laroche action eassolidated with the Clark action and the cas®ig entitledin re Bridgepoint,
Inc. Shareholder Derivative Actic. A consolidated complaint was filed on December2l& 2 and the defendants filed a motion to stay th
case while the underlying securities class actgrending. The motion was granted by the Court pril A1, 2013. A status conference was
held on October 10, 2013, during which the Coutleoed the stay continued but permitted the plditdifeceive copies of any discovery
responses served in the underlying securities eletésn.
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Guzman v. Bridgepoint Education, Inc.

In January 2011, Betty Guzman filed a class adaarsuit against the Company, Ashford University &hrdversity of the Rockies in the
U.S. District Court for the Southern District oflfarnia. The complaint is entitle@Guzman v. Bridgepoint Education, Inc., et,and alleges
that the defendants engaged in misrepresentatibottier unlawful behavior in their efforts to reitrand retain students. The complaint asser
a putative class period of March 1, 2005 throughgtesent. In March 2011, the defendants filed iamdo dismiss the complaint, which was
granted by the Court with leave to amend in Oct@tdrl.

In January 2012, the plaintiff filed a first ameddmmplaint asserting similar claims and the salassqeriod, and the defendants filed
another motion to dismiss. In May 2012, the Couahted the University of the Rockies' motion tondiss and granted in part and denied in
part the motion to dismiss filed by the Company Astiford University. The Court also granted therlé leave to file a second amended
complaint. In August 2012, the plaintiff filed acesmd amended complaint asserting similar claimsthagame class period. The second
amended complaint seeks unspecified monetary religjorgement of all profits, various other edoigarelief, and attorneys' fees. The
defendants filed a motion to strike portions of seeond amended complaint, which was granted ingpar denied in part. On March 14, 2013,
the Company filed a motion to deny class certifaafor students enrolled on or after May 2007 wishford University adopted a binding
arbitration policy. On August 23, 2013, the Cowrhigéd the motion finding that although “some” alisgass members in this case may have
signed an enforceable arbitration agreement, thés shot demonstrate an overbroad or unascertainisie that forecloses certification at this
stage of the proceedings. On September 23, 2086 E dlrt entered an order bifurcating discovery ewnitting only class certification
discovery to take place until the plaintiff's matiéor class certification, which is due to be filed or before April 30, 2014, is decided.

The Company believes the lawsuit is without merid &tends to vigorously defend against it. Howebecause of the many questions o
fact and law that may arise, the outcome of thgsll@roceeding is uncertain at this point. Basetherinformation available to the Company at
present, it cannot reasonably estimate a rangeseffbr this action and accordingly has not accaredliability associated with this action.

Qui Tam Complaints

In December 2012, the Company received noticetti®at).S. Department of Justice had declined tovetee in agui tamcomplaint filed
in the U.S. District Court for the Southern Distra¢ California by Ryan Ferguson and Mark T. Pacheeder the Federal False Claims Act on
March 10, 2011 and unsealed on December 26, 20#2cdse is entitlednited States of America, ex rel., Ryan FergusahMark T. Pachec
v. Bridgepoint Education, Inc., Ashford Universityd University of the Rockie§hequi tamcomplaint alleges, among other things, that since
March 10, 2005, the Company caused its institufigistiford University and University of the Rockiés violate the Federal False Claims Act
by falsely certifying to the U.S. Department of Edtion that the institutions were in compliancetwitirious regulations governing the Title
programs, including those that require complianitk federal rules regarding the payment of incemttampensation to enroliment personnel,
student disclosures, and misrepresentation in atiomewith the institutions' participation in thél& 1V programs. The complaint seeks
significant damages, penalties and other reliefApnil 30, 2013, the relators petitioned the Cdartvoluntary dismissal of the complaint
without prejudice. The U.S. Department of Justitezifa notice stipulating to the dismissal and@weirt granted the dismissal on June 12,
2013.

In January 2013, the Company received notice teattS. Department of Justice had declined tovetes in aqui tamcomplaint filed in
the U.S. District Court for the Southern Distri€¢t@alifornia by James Carter and Roger Lengyel uttie Federal False Claims Act on July 2,
2010 and unsealed on January 2, 2013. The casétlecUnited States of America, ex rel., James Carter Rader Lengyel v. Bridgepoint
Education, Inc., Ashford Universi. Thequi tamcomplaint alleges, among other things, that sineedW 2005, the Company and Ashford
University have violated the Federal False Clainslay falsely certifying to the U.S. Departmentafucation that Ashford University was in
compliance with federal rules regarding the paynoémicentive compensation to enroliment persoimebnnection with the institution's
participation in Title IV programs. Pursuant totipslation between the parties, the relators faedamended complaint on May 10, 2013. The
amended complaint is substantially similar to thiginal complaint and seeks significant damagesafies and other relief. The Company
intends to vigorously defend against the allegatiget forth in the amended complaint and filed éiondo dismiss on June 24, 2013, which is
currently pending.
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Employee Class Action

On October 24, 2012, a class action complaint vied in California Superior Court by former empley®larla Montano naming the
Company and Ashford University as defendants. Hse ¢s entitled/arla Montano v. Bridgepoint Education and Ashftidiversity. The
complaint asserts a putative class consisting ofiéo employees who were terminated in January 20@82July 2012 as a result of a mass
layoff, relocation or termination and alleges ttiegt defendants failed to comply with the notice pagment provisions of the California
WARN Act. A substantially similar complaint, engt Dilts v. Bridgepoint Education and Ashford Univéysiwas also filed in the same court
on the same day by Austin Dilts making similar géidons and asserting the same putative classcdiglaints seek back pay, the cost of
benefits, penalties and interest on behalf of ttative class members, as well as other equitatilef and attorneys' fees.

The Company and Ashford University intend to vigesly defend against these actions. On January®3,2he Company filed motions
to compel binding arbitration with the Court, whisfere granted on May 20, 2013. The parties arbamptocess of selecting an arbitrator.

13. Subsequent Events

On October 31, 2013, the Company entered intoem$ie agreement (the “Forbes Agreement”) with Fomkeation Holdings LLC
(“Forbes™), a subsidiary of Forbes Media LLC, pwastito which the Company has licensed certain inadks and print and online content
from Forbes, as well as certain intellectual propand other benefits. The Forbes Agreement hasital term ending on December 31, 2025,
with an option to renew for subsequent 12 year semtrthe Company's election, subject to certainlitioms. Under the agreement, the
Company made a one-time payment of $15.0 millichiamequired to pay royalties based on a percermmégnnual revenues attributable to
Ashford University’s business-related programs. Tloenpany's royalty payment obligation is subjea %2.5 million annual minimum and a
provision that no annual royalty payment shalldxedr than that paid in the preceding year, sultgecertain exceptions.
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Item 2. Management's Discussion and Analysis &inancial Condition and Results of Operations.

The following Management's Discussions and Anatysignancial Condition and Results of OperatioosMD&A, should be read in
conjunction with our condensed consolidated finahsiatements and related notes in Part I, Iteni this report. For additional context with
which to understand our financial condition anduks of operations, see the MD&A included in Paritem 7 of our Annual Report on
Form 1(-K for the year ended December 31, 2012 , fileth tie SEC on March 12, 2013, and amended on Ma2Q13, as well as the
consolidated financial statements and related notegained therein.

Forward-Looking Statements

This MD&A and other sections of this report contéforward-looking statements” as defined by theedadirbor provisions of the Private
Securities Litigation Reform Act of 1995. Thesdetaents include information relating to future egefuture financial performance,
strategies, expectations, competitive environmegg,lation and availability of financial resourc&sich forward-looking statements may
generally be identified by words such as “may,”dkh” “would,” “potential,” “continue,” “expects,*anticipates,” “future,” “intends,” “plans,”
“believes,” “estimatesand similar expressions, as well as statementsifuture tense, although their absence does nan that a statement
not forward-looking. Such forward-looking statengeate necessarily estimates based upon curremiriafmn and involve a number of risks
and uncertainties. Such statements should be viewthccaution. Actual events or results may diffesterially from the results anticipated in
these forward-looking statements as a result @freety of factors. These forwaltdeking statements may include, without limitatistatemen
regarding:

» Ashford University's plans in response to thengiof initial accreditation by the WASC Senior l[ége and University Commission,
or WASC; and the transition of accreditor from Higher Learning Commission of the North Central @gation of Colleges and
Schools, or HLC, to WASC,;

» the acceptance and related impact of Ashford/é&isity's Application for Approval to Operate ancAedited Institution submitted to
the State of California, Department of Consumeaikf, Bureau for Private Postsecondary Education;

» the effectiveness of improvements in our accounpirggesses in remediating internal control deficies
» our ability to comply with changing regulatory réguments
* expectations regarding financial position, resofteperations, liquidity and enrollment at our ingions;

e projections, predictions, expectations, estimateforecasts as to our business, financial aredadpnal results and future economic
performance, including, but not limited to, ourceté to enhance our processes and procedures apoudcounts receivable and
anticipated savings from the second quarter 20d@atén in force;

e new initiatives focused on student success andeaciadyjuality

e expectations regarding the adequacy of our aadhcash equivalents and other sources of liqufditpngoing operations, planned
capital expenditures and working capital requiretsen

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:

Forward-looking statements should not be readgsasantee of future performance or results andneilinecessarily be accurate
indications of the timing of such performance @ulées. Forward-looking statements are based onmritdton available at the time those
statements are made and management's good faihdebf that time with respect to future evemtd are subject to risks and uncertainties
that could cause actual performance or resultiffeer dnaterially from those expressed in or suggedty the forward-looking statements. See
“Risk Factors” in Part Il, Item 1A of this reporrfa discussion of some of these risks and unogeai
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Overview

We are a provider of postsecondary education sssviour academic institutions, Ashford Universitgl &niversity of the Rockies, offer
associate's, bachelor's, master's and doctoratgmzgonline as well as at their traditional campuseated in lowa and Colorado, respectively
As of September 30, 2013, our institutions offempdroximately 1,560 courses, 80 degree programhd4 specializations. We are also
focused on developing innovative new technologidsiprove the way students learn, such as Conttel|larhuze and Waypoint Outcomes,
and the mobile learning platforms for our instibuis.

Key operating dat:

In evaluating our operating performance, our mameegg focuses in part on revenue, operating incamepariod end enroliment at our
institutions, both online and campus-based. Thewohg table, which should be read in conjunctiathvour condensed consolidated financial
statements contained elsewhere in this reportepte®ur key operating data for the three and mioeths ended September 30, 2013 and 201
(in thousands, except for enroliment data):

Three Months Ended September

30, Nine Months Ended September 3(
2013 2012 2013 2012

Consolidated Statement of Income Data: (unaudited)
Revenue $ 185,61: $ 252,07t $ 60517( $ 758,81!
Operating Income 12,85 47,10¢ 72,29¢ 166,52(
Consolidated Other Data:
Period end enroliment (1)

Online 67,48¢ 90,14" 67,48t 90,14°

Campus 1,08(C 1,211 1,08( 1,211
Total 68,56¢ 91,35¢ 68,56¢ 91,35¢

(1) We define enrollments as the number of acdiuelents on the last day of the financial reporfiagod. A student is considered active if
the student attended a class within the prior 3% da is on an institutionally-approved break moekceed 45 days, unless the student he
graduated or provided a notice of withdrawal.

Key enroliment trend:

Enrollment at our academic institutions decrea€ed% from 81,810 at December 31, 2012 , to 68,5&eptember 30, 2013 .
Enrollment decreased 24.9% from 91,358 studerieptember 30, 2012 to 68,566 at September 30,.2013

For the three months ended September 30, 201had/@ew student enroliments of approximately 12,5@fmpared with new student
enrollments of approximately 20,500 for the sanméoplen 2012 , a decrease of 39.0% . The followtaigle presents new student enrollments
for the five most recent quarters and compares tioeime same periods in the previous year:

Q32012 Q4 2012 Q12013 Q2 2013 Q32013
Current period 20,50( 9,26( 13,30( 10,60( 12,50(
Prior year period 22,00( 13,50( 24.27" 19,30( 20,50(
Percentage change (6.89% (31.9% (45.29% (45.)% (39.0%

In recent quarters, we have generally experienaetine in new student enroliments. We believeimary driver for the recent decline
is fewer admissions counselors and student inquioydinators, as a result of our various operationanges and business initiatives. We also
believe that the new student enrollment has befectafl by the more stringent student preparedmasparformance initiatives we have adc
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Trends and uncertainties regarding revenue and coning operations

Ashford University made changes to its operatiordlausiness initiatives as part of its reapplicafior initial accreditation from WASC.
These initiatives included hiring new leadershippiementing smaller class sizes, expanding miniragetlevels for students, implementing
the Ashford Promise (an initiative that allows stntb a full refund for all tuition and fees throuble third week of a student's first class), hi
additional full-time faculty, and implementing n@rogram review models. Many of these initiativeséheesulted in higher expense to the
organization, primarily in the areas of instructbnosts and services, as well as contributedgaebent decline in new enrollment and
resulting decline in revenue.

In the prior year, we made changes in the pregentaf our operating expenses and have reclasgfied periods to conform to that new
presentation. Management determined that thesegebamould better reflect industry practices andldipuovide more meaningful informati
as well as increased transparency to our operatiiaselieve that the reclassification better repnés the operational changes and the but
initiatives that have been implemented. These ssiflaations had no effect on previously repor@dlitoperating expenses or retained earn

There was a reduction in force during the secoradtquof 2013 to help better align personnel resmaigvith the impact of previously
announced institutional initiatives regarding ehmants. We recognized $5.9 million of severancescfis wages and benefits during the
second quarter for this reduction in force. Thaltseverance amount was charged as $4.8 milliarstauctional costs and services, $0.3
million to admissions advisory and marketing exgsnand $0.8 million to general and administragixpenses. These costs were fully paid
during the third quarter of 2013 from existing cashhand. There were no additional severance costfher related contract termination costs
since that time. The savings from this reductiofoice is anticipated to be approximately $8.0 ignllthrough December 31, 2013.

Although we continue to see a demand for postsergretiucation and Title IV funds continue to beilade to current and prospective
students, our historical results and trends, iriolg@nrollments, instructional costs and serviees, admissions advisory and marketing
expenses may not be indicative of our future result

Liquidity and capital resources and anticipated dtg expenditures

We have financed our operating activities and ehpitpenditures during 2013 and 2012 primarily tigio cash provided by operating
activities. At September 30, 2013 , we had casth eguivalents and investments totaling $553.3aniind no long-term debt. Based on our
current level of operations and anticipated growténrollments, we believe that our cash flow froperating activities, our existing cash and
cash equivalents and other sources of liquidity pribvide adequate funds for ongoing operatiorsnpéd capital expenditures and working
capital requirements for at least the next 12 marfior the year ending December 31, 2013 , we éxjapital expenditures to be
approximately $18.0 million .

Recent Developmen

WASC Grant of Initial Accreditation of Ashford Uarsity. On July 10, 2013, WASC granted Initial Accreddatto Ashford University
for five years, until July 15, 2018. This WASC actipermits Ashford University to designate WASGtasccreditor of record for purposes of
eligibility to participate in the Title IV programsubject to (i) the Department's prior approvigl tiie university's voluntary withdrawal from
HLC, (iii) receipt of acknowledgment by HLC, and)(release of HLC's relevant records to WASC. WASBINd that the university has
responded to its previously expressed concerngepithat Ashford University is in substantial cormpte with WASC standards and
established a process for monitoring progress plédmenting recommendations in several areas retatgtbwth, infrastructure, student
retention and student outcomes. As part of the taong process, the university will host WASC isgecial Visit in spring 2015. The
university intends to transition from HLC to WAS&ame WASC as its accreditor of record for TitlegiWposes, and designate its California
facilities as its main campus and its Clinton, lav@anpus as an additional location, subject to agtoy the Department. Ashford University
formally submitted its requ est for such approvalthe Department on July 17, 2013. On Novemb@043, the Department notified Ashford
University that the Department will approve theuamsity’s change in accreditor, recognizing WASQAakford University’s accreditor, along
with the renewal of certification for continued p@pation in the Title IV, HEA programs. The Depaent anticipates completing its review
and approval of the university’s application fomolge in accreditor, and issuing a new Programdfaaition Agreement, within the next few
weeks.

Application for Licensure by California BPPEo be eligible to participate in Title IV progranes) institution must be legally authorized
to offer its educational programs by the stateshich it is physically located. Effective July 1021, the Department established new
requirements to determine if an institution is édaeed to be legally authorized by a state. See
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“Regulation - State Authorization” in the Company@snual Report on Form 10-K for the year ended Ddwer 31, 2012, filed with the SEC
on March 12, 2013, and amended on May 17, 2018ommection with its transition to WASC accredibati Ashford University plans to
designate its San Diego, California facilitiestasmain campus for Title IV purposes, subject tprapal by the Department. WASC-accredited
institutions operating in California are not re@uirto obtain additional approval from the Stat€afifornia, Department of Consumer Affairs,
Bureau for Private Postsecondary Education, or BRP&der to operate in the state. Under the Diapant’s state authorization rule, an
institution must be approved or licensed on a batsisr than accreditation in instances in whidh itot established by name as an educationa
institution by a state through a charter, stated@stitutional provision, or other action issueddoyappropriate state agency or entity. On May
21, 2013, the Department published a notice stakiagit would provide an extension of the effeetdate of the state authorization rule until
July 1, 2014 to qualifying institutions that obtdiom a state an explanation of how the extensfdimree would permit the state to comply with
the regulations. The California Department of ConsuAffairs has issued a letter explaining the nfeeén extension. As it is uncertain how
the Department will interpret the state authorzatiule or the applicability of the extension @hé, the university submitted an Application for
Approval to Operate an Accredited Institution toHEPon September 10, 2013. Once licensed by BPRHRriversity will no longer be exempt
from certain laws and regulations applicable togte, post-secondary educational institutions. &i@ws and regulations entail certain
California reporting requirements, including but himited to, employment data, certain changesvaf@rship and control, faculty and
programs, and student refund policies, as welhagriggering of other state and federal studemnileyment data reporting and disclosure
requirements.

HLC Accreditation of Ashford Universit@n July 18, 2013, Ashford University provided a ntoring report to HLC stating that it had
been granted Initial Accreditation by WASC for fiyears and that the university intends to name WAS@s accreditor of record, subject to
approval by the Department. However, if the Departhdoes not recognize the change of accreditthreodesignation of San Diego, Califor
as its main campus and Clinton, lowa as an additimeation, or if the Department has not yet ratped the change of accreditor or campus
designations, the university would be requireddstitHLC in a focused evaluation on or before Deaamis, 2013 to examine retention,
graduation and the university's progress in reagltine identified issues. Unless the universithdiaws from HLC prior to such date, the H
Board of Trustees will consider information provdde the July 2013 monitoring report and the Decen#®13 focused evaluation at its
meeting in February 2014 and take action as apiatepiSuch action could include placing the insititu on notice or probation, a show-cause
order or withdrawal of accreditation. Loss of aclitation would denigrate the value of our instibms' educational programs and would cause
them to lose their eligibility to participate intlE IV programs, which would have a material adeegfect on enrollments, revenues, financial
condition, cash flows and results of operations.

On September 4, 2013, Ashford University receivéetter from HLC, stating that on August 30, 20HB8C's Board of Trustees removed
the university from Notice because the Board deitegththat the University had resolved the concérasled to the institution being placed on
Notice. The Board maintained the requirement thatuniversity host HLC in a focused evaluation obe&fore December 15, 2013 to exarr
retention, graduation and the University's progiesssolving the issues identified in the Notio#éi@n. This requirement will remain in effect
until the University resigns its status.

Negotiated Rulemakinghe Department held negotiated rulemaking publarings in May and June 2013 and has indicatedthisat
activity is part of a series of rulemaking effaidsachieve a long-term agenda in higher educatonded on access, affordability, academic
quality and completion. Recent hearings have fatasetopics including, but not limited to, cash mgement of Title IV program funds, state
authorization for programs offering distance orespondence education, gainful employment, creditcdock hour conversions, changes n
to theClery Actby theViolence Against Women Act of 2QR3L. 113-4), and the definition of “adverse creéir PLUS borrowers.

In June 2013, the Department announced its intemdie@stablish a negotiated rulemaking committgerépare proposed regulations that
would establish standards for programs that pregtaigents for gainful employment in a recognizecupation. The Department's Notice
sought nominees for the two sessions, the firsttoth occurred on September 9-11, 2013 and thenseabwhich was scheduled for October
21-23, 2013, but has been delayed because of thalpéetnporary government shutdown. In advance efitlst negotiated rulemaking sess|
the Department issued draft regulatory languageéinussion purposes. The draft differs from thefghemployment regulations previously
promulgated by the Department, which were vacayetthé U.S. Court of Appeals for the District of Goibia Circuit, in several significant
ways, including: (i) tightening the debt-to-earrsmgtios that programs must meet in order to bsidered passing and establishing a new
“zone” alternative for programs with debt-to-eagsmatios that are neither passing nor failing,d@creasing the number of years for which a
program may fail to meet the debt-to-earnings saiefore losing Title IV eligibility from three owaf four years to two out of three years, and
(iii) eliminating the loan repayment rate metritieTrepayment rate metric is the component of the
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current gainful employment rule which was held ¢odbbitrary and capricious by the court, resultmgvalidation of the entire rule. This
rulemaking process is expected to produce new atigak, which, if published in final form after Newber 1, 2013 and on or before
November 1, 2014, would take effect in July 2C

The Notice stated that the Department plans tdkstacommittees to address the other rulemakisigels in the coming months.
Compliance with a new gainful employment regulattonild result in some of our institutions' programesoming ineligible for Title IV
funding or subject to disclosure or other obligasidimiting their attractiveness. Compliance wittd@ional regulations, and/or regulatory
scrutiny that results in our institutions beingegkdly out of compliance with these regulationsiid¢oesult in direct and indirect costs of
compliance, fines, liabilities, sanctions or lawsuwhich could have a material adverse effectronliments, revenues, financial condition,
cash flows and results of operations.

Cohort Default Ratelor each federal fiscal year, the Department catesla rate of student defaults over a two-yeasurag®y period for
each educational institution which is known as@h'art default rate.” An institution may lose itsgébility to participate in the Direct Loan and
Pell programs if, for each of the three most reéedéral fiscal years for which information is daale, 25% or more of its students who
became subject to a repayment obligation in thderfa fiscal year defaulted on such obligationtry énd of the following federal fiscal year.
In addition, an institution may lose its eligibjlito participate in the Direct Loan program if éshort default rate exceeds 40% in the most
recent federal fiscal year for which default rtase been calculated by the Department. Ashfordéisity's two-year cohort default rates for
the 2011, 2010 and 2009 federal fiscal years, @w@r&% , 10.2% , and 15.3% , respectively. The year cohort default rates for the Univer
of the Rockies for the 2011, 2010 and 2009 fedéesedl years, were 4.9% , 4.0% and 3.3% , respelgtiv

The August 2008 reauthorization of the Higher EdiocaAct included significant revisions to the régunents concerning cohort default
rates. Under the revised law, the period for wisitldents' defaults on their loans are includetiéncalculation of an institution's cohort defaull
rate was extended by one additional year, whigxjmcted to increase the cohort default rates fmtinstitutions. That change was effective
with the calculation of institutions' cohort defardtes for the federal fiscal year ending Septer8be 2009, which rates were calculated and
issued by the Department in September 2012. Thauapnt will not impose sanctions based on ratksiizded under this new methodology
until three consecutive years of rates have bekenleted, which is expected to occur in 2014. Uthtdt time, the Department will continue to
calculate rates under the old calculation methatlisnpose sanctions based on those rates. The ddaisealso increases the threshold for
ending an institution's participation in the relswaitle IV programs from 25% to 30%, effective faral three-year cohort default rates
published on or after the 2012 federal fiscal y&@ae revised law changes the threshold for placémeprovisional certification to 30% for
two of the three most recent fiscal years for whiwh Department has published official thyesr cohort default rates. Ashford University's
University of the Rockies' three-year cohort defaatles for the 2010 cohort were 16.3% and 8.0%paetively. The three-year cohort default
rates for the 2009 cohort were 19.8% and 3.3% &hférd University and University of the Rockiesspectively.

Seasonality

Our operations are generally subject to seasosadis. While we enroll students throughout the yaar fourth quarter revenue generally
is lower than other quarters due to the holidaykia December. We generally experience a seagwralase in new enrollments in August
and September of each year when most other collgksiniversities begin their fall semesters.

Critical Accounting Policies and Use of Estimates

For the nine months ended September 30, 2013g there no material changes to the critical accagrtblicies and estimates discussec
in “MD&A-Critical Accounting Policies and Use of Esates” included in Part Il, ltem 7 of our AnnuRéport on Form 10-K for the year
ended December 31, 2012 , filed with the SEC onckld2, 2013 , and amended on May 17, 2013.
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Results of Operations

The following table sets forth the condensed cddat#d statements of income data as a percentageeariue for each of the periods
indicated:

Three Months Ended Nine Months Ended Septembe
September 30, 30,
2013 2012 2013 2012
Revenue 100.(% 100.(% 100.(% 100.(%
Costs and expenses:
Instructional costs and services 49.7 36.1 49.€ 34.:
Admissions advisory and marketing 34.¢ 38.4 29.7 36.1
General and administrative 8.5 6.9 8.8 7.7
Total costs and expenses 93.C 81.4 88.1 78.1
Operating income 7.0 18.€ 11.¢ 21.¢
Other income, net 04 04 0.4 0.3
Income before income taxes 7.4 19.C 12.5 22.2
Income tax expense 1.9 7.2 4.t 8.4
Net income 5.5% 11.8% 7.€% 13.8%

Three Months Ended September 30, 2013 Comparedhiee@& Months Ended September 30, 2012

Revenue. Our revenue for the three months ended Septedihe@013 , was $185.6 million , representing erel@se of $66.5 million ,
or 26.4% , as compared to revenue of $252.1 miftiwrthe three months ended September 30, 201%.dBtrease was primarily due to the
enrollment decline of 24.9% , from 91,358 studexttSeptember 30, 2012 , to 68,566 students at Gbpte30, 2013 . There was also a decline
in technology fees between periods due to the meedhi new student enroliments between periods,edisas the change in technology fee
structure for Ashford University. Effective Janudry2013, Ashford University eliminated the oneditechnology fee of $1,290 it charged
online students, and replaced it with a $50 persmuoharge. We earned technology fees of $1.9omjlbr 1.0% of revenue, for the three
months ended September 30, 2013 , compared todlegiynfees of $14.8 million, or 5.9% of revenue, tioe three months ended
September 30, 2012 . The decline in revenue wamlbhaoffset by a decrease in institutional schishaps of $4.3 million in the aggregate
between periods, as well as a 2.75% tuition inaedfective April 1, 2013. The offsetting tuitiomcdrease accounted for approximately 7.8% o
the change in revenue between periods.

Instructional costs and services. Our instructional costs and services for theghmonths ended September 30, 2013 , were $92.2
million , representing an increase of $1.2 milliar 1.3% , as compared to instructional costssamdices of $91.0 milliofor the three month
ended September 30, 2012 . Specific increases betpariods were in corporate support services @ Bbllion, facilities costs of $1.6
million, direct compensation in the areas of academanagement, financial aid support and studentcas of $0.9 million and information
technology costs of $0.7 million. These increasesveubstantially offset by decreases in instruetes of $2.8 million, bad debt expense of
$2.2 million, financial aid processing fees of $initlion, and license fees of $0.6 million. Insttienal costs and services increased, as a
percentage of revenue, to 49.7% for the three nsostded September 30, 2013 , as compared to 36rit¥efthree months ended
September 30, 2012 . The increase of 13.6% , ascamptage of revenue, included relative increasdgéect compensation of 4.0%, corporate
support services of 3.7%, facilities of 1.9%, bathtdexpense of 1.5%, information technology costs 2%, and instructor fees of 0.7%. As a
percentage of revenue, bad debt expense was 9ra¥tefthree months ended September 30, 2013 , cechpa 7.5% for three months ended
September 30, 2012 . We continue to focus on ernmguocir processes and procedures around our accgodivable.

Admissions advisory and marketing. Our admissions advisory and marketing expefusebe three months ended September 30, 201
were $64.5 million , representing a decrease ofZ88llion , or 33.3% , as compared to admissiahssory and marketing expenses of $96.7
million for the three months ended September 3022 pecific factors contributing to the overakdease between periods were decreases
advertising costs of $11.2 million, in related cangation of $11.0 million due to fewer admissiond eelated personnel, corporate support
services of $6.3 million, facilities costs of $2.1
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million and information technology costs of $1.4lmnh. Our admissions advisory and marketing expenas a percentage of revenue,
decreased to 34.8% for the three months endedr8bpte30, 2013 , from 38.4% for the three monthsedriSieptember 30, 2012 . The decreas
of 3.6% as a percentage of revenue was primargytduhe relative decreases in corporate supporices of 2.9%, advertising costs of 0.7%
and selling compensation of 0.3%.

General and administrative. Our general and administrative expenses fothtttee months ended September 30, 2013, were $16.1
million , representing a decrease of $1.1 millian 6.9% , as compared to general and adminisgr&ipenses of $17.2 million for the three
months ended September 30, 2012 . The overall @selietween periods was primarily due to decreasethigr @dministrative of $1.2 milliol
administrative compensation of $0.9 million, andfpssional fees of $0.6 million. These decreases wemarily offset by increases in
corporate support services of $0.7 million, andrdejation of $0.6 million. Our general and admirdtitze expenses, as a percentage of
revenue, increased to 8.5% for the three monthedB8éptember 30, 2013, from 6.9% for the threethsoended September 30, 2012 . The
increase of 1.6% as a percentage of revenue wasailyf due to increases in administrative compeaosaif 1.0%, depreciation of 0.9%,
information technology costs of 0.3%, professideak of 0.2%, and administrative other of 0.2%.SEhi@creases were offset by a decrease i
corporate support services of 0.8%.

Other income, net. Other income, net, was $0.8 million for thesthmonths ended September 30, 2013 , as compa$ddtaillion
for the three months ended September 30, 2012egsepting a decrease of $0.2 million . The decreaseprimarily due to decreased interest
income on lower investment balances during theoperi

Income tax expense. We recognized income tax expense for the threeths ended September 30, 2013 and 2012 , oidiBién and
$18.2 million , respectively, at effective tax mt#f 25.7% and 38.0% , respectively. The decreaseri effective tax rate between periods was
primarily due to the expiration of the statuteiofitations on a prior tax year which triggered tekease of $1.9 million of tax reserve.

Net income. Net income was $10.1 million for the three nienénded September 30, 2013 , compared to net @06$29.8 million
for the three months ended September 30, 2012¢r@ase of $19.7 million , as a result of the fiacthscussed above.

Nine Months Ended September 30, 2013 Compared to Ninentls Ended September 30, 2012

Revenue. Our revenue for the nine months ended SepteBhez013 , was $605.2 million , representing aekese of $153.6 million ,
or 20.2% , as compared to revenue of $758.8 miftiorthe nine months ended September 30, 2012s. ddtrease was primarily due to the
enrollment decline of 24.9% , from 91,358 studentSeptember 30, 2012 , to 68,566 students at®bpte30, 2013 . There was also a decline
in technology fees between periods due to the meeahi new student enroliments between periods,gdisas the change in technology fee
structure for Ashford University. Effective Janudry2013, Ashford University eliminated the oneditechnology fee of $1,290 it charged
online students, and replaced it with a per coamsgge of $50. We earned technology fees of $18libm or 2.3% of revenue, for the nine
months ended September 30, 2013 , compared todieghynfees of $46.5 million, or 6.1% of revenue, thee nine months end&kptember 3(
2012 . The decline in revenue was partially offsef decrease in institutional scholarships of $7ilion in the aggregate between periods, as
well as a 2.75% tuition increase effective ApriRD13. The offsetting tuition increase accountadafiproximately 10.6% of the change in
revenue between periods.

Instructional costs and services. Our instructional costs and services for tmenmmonths ended September 30, 2013 , were $299.9
million , representing an increase of $39.4 milljar 15.1% , as compared to instructional costssamvices of $260.5 million for the nine
months ended September 30, 2012 . Specific incsdast®veen periods were direct compensation inréesaof academic management,
financial aid support and student services of $2fillon (including $4.8 million of severance chasyfrom the second quarter of 2013),
corporate support services of $15.2 million, faigiti costs of $6.1 million, information technologgsts of $4.5 million, and bad debt expense
of $1.2 million. These increases were partiallyseffby decreases in instructor fees of $5.5 millao financial aid processing fees of $2.5
million. Instructional costs and services, as apetage of revenue, increased to 49.6% for themimths ended September 30, 2013, as
compared to 34.3% for the nine months ended Seme8th 2012 . The increase of 15.3% included raddticreases in direct compensation of
5.7%, corporate support services of 3.1%, bad egnse of 2.0%, facilities costs of 1.7%, infolioratechnology costs of 1.3%, and
instructor fees of 0.6%. As a percentage of revebad debt expense was 8.9% for the nine monthsde8dptember 30, 2013 , compared to
6.9% for nine months ended September 30, 2012 .
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Admissions advisory and marketing. Our admissions advisory and marketing expefugetbe nine months ended September 30, 201:
were $179.6 million , representing a decrease dfffillion , or 34.4% , as compared to admiss@ahgsory and marketing expenses of
$274.0 million for the nine months ended Septen®¥e2012 . Specific factors contributing to the @lledecrease between periods were
decreases in selling compensation of $38.1 millioa to fewer admissions and related personnelpcatg support services of $19.5 million,
advertising costs of $23.9 million, information k@ology costs of $6.2 million, and facilities coefsp6.0 million. Our admissions advisory ¢
marketing expenses, as a percentage of revenueaded to 29.7% for the nine months ended SepteB®h@013 , from 36.1% for the nine
months ended September 30, 2012 . The decreasé%f,&s a percentage of revenue, included reldteecases in corporate support service
of 2.8%, selling compensation of 2.1%, advertigingts of 1.1%, and information technology cost8.6%%.

General and administrative. Our general and administrative expenses fonihe months ended September 30, 2013, were $53.3
million , representing a decrease of $4.5 milliam 7.8% , as compared to general and adminiseraiypenses of $57.8 million for the nine
months ended September 30, 2012 . The overall dseteetween periods was due to the $10.8 milligal Isettlement in 2012 that did not
occur in 2013, as well as decreases in other adtrative costs of $3.4 million, and facilities cosf $0.6 million. These decreases were offse
by increases in corporate support services of Bdlln, professional fees of $1.4 million, depraon and amortization of $3.2 million, and
administrative compensation of $0.9 million. Ounggal and administrative expenses, as a percenfaggenue, increased to 8.8% for tiine
months ended September 30, 2013 , compared tofor7#te nine months ended September 30, 2012 irfdnease of 1.1%as a percentage
revenue, included increases in administrative corsaiion of 1.2%, depreciation and amortization.8#& and professional fees of 0.5%.
These increases were primarily offset by a decrizaksgal expense of 1.4%.

Other income, net. Other income, net, was $2.6 million for theenmonths ended September 30, 2013 , as compa$2dSanillionfor
the nine months ended September 30, 2012 , repirgem increase of $0.1 million . The increase mamarily due to increased interest
income on higher average cash balances.

Income tax expense. We recognized income tax expense for the niopths ended September 30, 2013 and 2012 , of $2illidn and
$64.0 million , respectively, at effective tax mt#f 36.7% and 37.8% , respectively. The decreaseri effective tax rate between periods was
primarily due to the expiration of the statuteiofitations on a prior tax year which triggered tekease of $1.9 million of tax reserve.

Net income. Net income was $47.5 million for the nine manémded September 30, 2013 , compared to net inobBED5.0 million
for the nine months ended September 30, 2012 ¢redse of $57.5 million , as a result of the fextliscussed above.

Liquidity and Capital Resources

We financed our operating activities and capitgenditures during the nine months ended Septenthe2(33 and 2012 , primarily
through cash provided by operating activities. @ash and cash equivalents were $431.8 million pteBeber 30, 2013 , and $256.0 million at
December 31, 2012 . At September 30, 2013 , anémbker 31, 2012 , we had investments of $121.5anilind $258.7 million , respectively.

We manage our excess cash pursuant to the quianetitaitd qualitative operational guidelines of oaslt investment policy. Our cash
investment policy is managed by our chief finanoificer and has the following primary objectivgseserving principal, meeting our liquidity
needs, minimizing market and credit risk, and piing after-tax returns. Under the policy's guidetinwe invest our excess cash exclusively i
high-quality, U.S. dollar-denominated financialtisnents. For a discussion of the measures weousdtigate the exposure of our cash
investments to market risk, credit risk and interate risk, see Part |, Item 3, “Quantitative ahahlitative Disclosures About Market Risk,” of
this report.

There was only a slight decrease in the fair vafueur short and long-term investments at SepterBBeR013 as compared to Deceml|
31, 2012. We believe that any fluctuations we haeently experienced are temporary in nature anthaiatain that while some of our
securities are classified as available-for-salehaase the ability and intent to hold them until mdy, if necessary, to recover their full value.

Available borrowing facilities

On April 13, 2012, we entered into a $50 millionokring line of credit, or the Facility, pursuantan Amended and Restated Revolving
Credit Agreement, or the Revolving Credit Agreemaith the lenders signatory thereto and Comeassa,
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administrative agent for the lenders. The Revolvimgdit Agreement amended, restated and supersenqutior loan agreements. At our
option, we may increase the size of the Facilityaip100 million (in certain minimum incrementsypgect to the terms and conditions of the
Revolving Credit Agreement. Additionally, we mayuest swing-line advances under the Facility up3anillion in the aggregate.

Under the Revolving Credit Agreement and the doaimexecuted in connection therewith, collectivelferred to as the Facility Loan
Documents, the lenders have agreed to make loamsdad issue letters of credit on our behalf,extlip the terms and conditions of the
Facility Loan Documents. The Facility has a ternthoée years and matures on April 13, 2015. Intexed fees accruing under the Facility are
payable quarterly in arrears and principal is pé&yabmaturity. We may terminate the Facility ugime days notice, without premium or
penalty, other than customary breakage fees.

The Facility Loan Documents contain other custonafiymative, negative and financial maintenancees@ants, representations and
warranties, events of default, and remedies upcgvant of default, including the acceleration dbtdend the right to foreclose on the collatera
securing the Facility. As security for the performa of our obligations under the Facility Loan Dm&nts, we granted the lenders a first
priority security interest in substantially all @fir assets, including our real property.

For more information about the Facility Loan Docunise see Note 7 , “ Credit Facilities ,” to our densed consolidated financial
statements which are included elsewhere in thigrtep

As of September 30, 2013, we had no borrowingstantiing under the Facility. As of September 3Q,320we used the availability
under the Facility to issue letters of credit aggteng $5.8 million .

Title IV funding

Our institutions derive the substantial majoritytledir respective revenues from various federalesttifinancial assistance programs
authorized under Title 1V of the Higher EducationotAOur institutions are subject to significantukgory scrutiny on the basis of numerous
standards that the institutions must satisfy ireotd participate in Title IV programs. For moréoirmation regarding Title IV programs and
regulation thereof, see “Regulation” in Part Inité of our Annual Report on Form 10-K for the yeaded December 31, 2012 , filed with the
SEC on March 12, 2013, and amended on May 17,.ZH8balance of revenues derived by our instihgtis from military and government
reimbursement, payments made in cash by individuailsmbursement from corporate affiliates, priviatens and internal loan programs.

If we were ineligible to receive Title IV fundingur liquidity would be significantly impacted. Thiening of disbursements under Title
programs is based on federal regulations and dalityab successfully and timely arrange financiad for our students. Title IV funds are
generally provided in multiple disbursements befeesearn a significant portion of tuition and feesl incur related expenses over the period
of instruction. Students must apply for new loand grants each academic year. These factors, #geith the timing of our students
beginning their programs, affect our revenues gratating cash flow.

Operating activities

Net cash provided by operating activities was $54ilBon and $93.6 million for the nine months eddgeptember 30, 2013 and 2012,
respectively. The overall decrease of $39.3 millietween the two periods was primarily relatechteodecrease of $57.6 million in net income
between periods, as well as the decrease in thgyehia deferred revenue and student deposits 6f45rillion between periods due to the
declining enrollment. These decreases to cash¢edy operating activities were offset by an iasgeto cash provided by operating activi
due to the decrease in growth of accounts recedvafih 54.1 million between periods. We expectdotinue to generate cash from our
operating activities for the foreseeable future.

Investing activities

Net cash provided by investing activities was $2X8illion for the nine months ended September Bd3and net cash used in operat
activities was $46.9 million for the nine monthgled September 30, 2012 . During the nine monthed8&ptember 30, 2013 , we had
purchases of investments of $26.7 million and satekmaturities of $161.9 million . This comparegtrchases of investments of $173.5
million and sales and maturities of $151.5 milliarthe same period in 2012 . Capital expendituoesHe nine months ended September 30,
2013, were $11.7 million , compared with $20.8liaml for the nine months ended September 30, 2042 will continue to invest in
information technology and computer equipment, af w
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as continuing to invest in infrastructure to supploe expansion of our ground campuses. We expeatapital expenditures to be
approximately $18.0 million for the year ended Dmber 31, 2013.

Financing activities

Net cash provided by financing activities was $tiion and $1.0 million for the nine months endgeptember 30, 2013, and 2012 ,
respectively. During each of the nine months erfsigptember 30, 2013 , and September 30, 2012 asktgrovided by financing activities
includes the cash provided by option exercisedudicg any related tax benefit of those option eisas, and shares issued through the
employee stock purchase plan. The nine months eBdptember 30, 2013 also includes cash used fearise of restricted stock, net of any
related tax withholdings. The nine months endede®eper 30, 2012 also includes cash used for theitékoldings related to net issuance of
stock options.

We may utilize commercial financing and lines cddit for the purpose of expansion of our onlineitess infrastructure and to expand
and improve our ground campuses in Clinton, lowéi@alorado Springs, Colorado. Based on our cutex@ of operations and anticipated
growth in enroliments, we believe that our caslwffoom operations, existing cash and cash equitsland other sources of liquidity will
provide adequate funds for ongoing operations,adrcapital expenditures and working capital resqagnts for at least the next 12 months.

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,
entered into a surety bond facility with an insw&eompany to provide such bonds when requiredfSeptember 30, 2013, our total
available surety bond facility was $12.0 milliordathe surety had issued bonds totaling $7.0 mikdiorour behalf under such facility.

Recent Accounting Pronouncements Not Yet Adopted

In July 2013, the Financial Accounting Standardamq“FASB”) issued Accounting Standards Update§tX) No. 2013-11, 1incomes
Taxes (Topic 740): Presentation of an Unrecognikax Benefit When a Net Operating Loss Carryforwar&jmilar Tax Loss, or a Tax Credit
Carryforward Exists” ASU 2013-11 addresses the diversity in practegarding financial statement presentation of aecognized tax
benefit when a net operating loss carryforwardmralar tax loss, or a tax credit carryforward egisthe guidance requires an unrecognized ta
benefit, or a portion of, to be presented in tharficial statements as a reduction to the relatiirdd tax asset for a net operating loss
carryforward, a similar tax loss, or a tax creditrgforward. To the extent the net operating Ieasydorward, a similar tax loss, or a tax credit
carryforward is not available at the reporting datsettle any additional income taxes that woeklit from the disallowance of a tax position.
The unrecognized tax benefit should be presentéteifinancial statements as a liability and noa asduction of the related deferred tax asse
The amendments in this standard are effectiveeiponting periods beginning after December 15, 204tB, early adoption permitted. The
adoption of ASU 2013-11 is not expected to haveatenal impact on our Condensed Consolidated FinhStatements.

ltem 3. Quantitative and Qualitative DisclosuresAbout Market Risk.

Market and credit risk

Pursuant to our cash investment policy, we attdmptitigate the exposure of our cash and investsienmarket and credit risk by
(i) diversifying concentration risk to ensure that are not overly concentrated in a limited nundfdmancial institutions, (ii) monitoring and
managing the risks associated with the nationakibgrand credit markets, (iii) investing in U.S.lldo-denominated assets and instruments
only, (iv) diversifying account structures so tigg maintain a decentralized account portfolio wittmerous stable, highly-rated and liquid
financial institutions and (v) ensuring that oweastment procedures maintain a defined and spexifipe such that we will not invest in
higher-risk investment accounts, including finahsiaaps or derivative and corporate equities. Aditwly, under the guidelines of the policy,
we invest our excess cash exclusively in high-gydll.S. dollar-denominated financial instruments.

Despite the investment risk mitigation strategiesamploy, we may incur investment losses as atreuhusual and unpredictable
market developments and we may experience redagedtiment earnings if the yields on investmentsmdekto be low risk remain low or
decline further in this time of economic uncertgirih addition, unusual and unpredictable markeetippments may also create liquidity
challenges for certain of the assets in our investmportfolio.
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We have no derivative financial instruments orvegive commodity instruments.
Interest rate risk

To the extent we borrow funds, we would be subiectuctuations in interest rates. As of Septen8®r2013 , we had no borrowings
under the Facility.

Our future investment income may vary from expéatest due to changes in interest rates. At Septee2013 , a 10% increase or
decrease in interest rates would not have a mbbeniact on our future earnings, fair value or clistvs related to interest earned from cash,
cash equivalents or investments.

Iltem 4. Controls and Procedures.

Evaluation of disclosure controls and procedur

Our disclosure controls and procedures are designerdsure that information required to be disaddsg us in reports that we file or
submit under the Securities Exchange Act of 1984mended (“the Exchange Act”), is recorded, prasgssummarized and reported within
the time periods specified in the SEC's rules anoh$. Disclosure controls and procedures includiaoat limitation, controls and procedures
designed to ensure that information required tdibelosed by us in reports we file or submit urttier Exchange Act is accumulated and
communicated to our management, including our praiexecutive officer and principal financial aféir, or persons performing similar
functions, as appropriate to allow timely decisioegarding required disclosure.

Under the supervision and with the participatiomof management, including the CEO and the CFQraméed out an evaluation of the
effectiveness of our disclosure controls and prooesi as defined in Rules 13a-15(e) and 15@) under the Exchange Act, as of the end «
period covered by this report. Our CEO and CFO kated that our disclosure controls and procedur®wot effective as of September 30,
2013, due to the material weakness in our interaatrol over financial reporting described below.

Material weakness in internal control over finandiaeporting

We disclosed in Item 9AControls and Proceduresf our annual report on Form XJA, for the year ended December 31, 2012, thake
were matters that constituted a material weakmesari internal control over financial reporting n#aterial weakness is a deficiency, or
combination of deficiencies, in internal controkovinancial reporting, such that there is a reab@mpossibility that a material misstatement o
the company's annual or interim financial statem&rili not be prevented or detected on a timelysas

We have concluded that there was a material weaknésternal control over financial reporting,vas did not maintain effective intern
controls over the accounting for accounts recea®pecifically, we determined 1) that the prodes&stimating the allowance for doubtful
accounts in 2012 was not designed to appropriatebyrporate all relevant qualitative factors andh@t accounts receivable aging was not
correct. These control deficiencies resulted inrehwasion of the Company's consolidated finandiatesnents for the year ended December 31,
2012 and each of the interim periods during figesr 2012 related to the accounting for the vadunatif the Company's accounts receivable.
We have performed procedures over the estimatinéoallowance for doubtful accounts to validateah®unt of the revision. We believe we
have corrected the financial accounting effectthe$e items, which resulted in an immaterial ineecia bad debt expense, and we revised ou
consolidated financial statements for the year didlecember 31, 2012 and each of the interim peiioéiscal year 2012, related to the
accounting for the allowance for doubtful accounts.

We are committed to remediating the control deficies that constitute the material weakness byemphting changes to our internal
control over financial reporting. Our CFO is respibie for implementing changes and improvementléninternal control over financial
reporting and for remediating the control deficiesdhat gave rise to the material weakness.

Remediation efforts

We continue to take steps to remediate the underiyauses of the material weakness. Through thietfiree quarters of 2013, we have
taken specific actions to improve in the area ebaats receivable including:

« implementing additional oversight and revi
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« performing additional analytical procedures Jiidking detailed analysis of the accounts receivaglag, and of the allowance for
doubtful accounts as a percentage of the receisable

» gathering insights from operational personnel tsuea a better understanding of account balanceseasdns for fluctuatior
» looking at other internal and external factors ptigdly impacting receivable balances at a moragligegated leve
* implementing a lookack analysis to ensure that historical estimatesain appropriat

* monitoring the receivable sub-populations toueas deeper understanding of how student behavitie institutions affects related
receivable balances; and

e engaging a third party to review and validak thceivable supepulations

We will continue to maintain appropriate focus bis tcritical accounting area going forward. We &edi these measures will remediate
the identified control deficiencies and strengtirgarnal control over financial reporting. Certaifithe remediation measures described above
are subject to our internal controls testing aral@ation processes, which we are in process of tging. Certain of these changes have not
been in operation for a sufficient period of timeeffectively measure their operating effectiveness

Changes in internal control over financial reportip

There were changes in internal control over finaln@porting, as discussed above undeetmediation efforts during the period
covered by this report that have materially affdcte are reasonably likely to materially affeatr internal control over financial reporting.
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PART Il—OTHER INFORMATION
ltem 1. Legal Proceedings.

Refer to Note 12, “Commitments and Contingenciegsgur quarterly consolidated financial statemémtfuided in Part I, Iltem 1 of this
report, for legal proceedings, which note is incogbed by reference into this ltem 1 of Part Il.
Item 1A. Risk Factors.

Investing in our common stock involves risk. Iniadd to the risk factors set forth below, you shibecarefully consider the risk factors
discussed in Part I, Item 1A of our Annual Reporform 10-K for the year ended December 31, 2Gl@d with the SEC on March 12, 2013
and amended on May 17, 2013. Additional risks amgkrtainties not currently known to us or that werently deem to be immaterial also
may materially adversely affect our business, fai@ncondition or operating results.

If the Department of Education does not approve tinensfer of Ashford University's accreditation fra HLC to WASC, the designation «
its San Diego facilities as the university's maiampus, and its Clinton campus as an additional Itioa for Title IV purposes, Ashford
University will be required to consolidate a sigiént portion of its educational administration andctivity, business operations and
executive and administrative leadership in HLC's b central region or the institution could losestaccreditation, which would result in
management distraction, business disruption and bavmaterial adverse impact on our financial coridit, cash flows and results of
operations.

On July 10, 2013, the WASC Senior College and UWsitye Commission, or WASC, granted Initial Accredion to Ashford University
for five years, until July 15, 2018. This WASC actipermits Ashford University to designate WASGtasccreditor of record for purposes of
eligibility to participate in the Title IV programsubject to (i) the prior approval of the U.S. Bement of Education, or the Department, (ii)
the universitys voluntary withdrawal from the Higher Learning Qoission of the North Central Association of Collegad Schools, or HL(
(i) receipt of acknowledgment by HLC, and (iv)ease of HLC's relevant records to WASC. The Ursitgrintends to transition from HLC to
WASC, name WASC as its accreditor of record foleTliV purposes, and designate its California fdesi as its main campus and its Clinton,
lowa campus as an additional location, subjecpfraval by the Department. Ashford University follmaubmitted its request for such
approvals to the Department on July 17, 2013. OvelNtber 4, 2013, the Department notified Ashfordvdrsity that the Department will
approve the university’s change in accreditor, gaizing WASC as Ashford University’s accreditomd with the renewal of certification for
continued participation in the Title IV, HEA progna. In its November 4th letter, the Departmeniestahat it anticipates completing its review
and approval of the university’s application fomolge in accreditor, and issuing a new Programdfaaition Agreement, within the next few
weeks, although we cannot predict any action byDipartment with certainty.

On July 18, 2013 Ashford University provided a moring report to the Higher Learning CommissiorHfC stating that it had been
granted Initial Accreditation by WASC for five yeaand that the university intends to name WASQsaadcreditor of record, subject to
approval by the Department. However, if the Departhdoes not recognize the change of accreditottentedesignation of the university's
main campus in Clinton, lowa to an additional lémaiand the designation of its San Diego, Califaffiaicilities as our main campus, the
university will be required to complete specifies, following its implementation plan, to establmesence in HLC's region as required
pursuant to HLC's jurisdictional requirements. dididion, if the Department has not yet recognizezichange in accreditor and the
redesignation of campuses, Ashford University idlrequired to host HLC in a focused evaluatiomobefore December 15, 2013 to exan
retention, graduation and the university's proghesssolving the identified issues. Unless thevarsity withdraws from HLC prior to such
date, the HLC Board of Trustees will consider infation provided in the July 2013 monitoring repeontl the December 2013 focused
evaluation at its meeting in February 2014 and tat®n as appropriate. Such action could includeipg the institution on notice or
probation, a show-cause order or withdrawal of editation.

We cannot predict with certainty any Departmeniglen, or its timing, with respect to Ashford Unigéy’s July 17, 2013 submission
requesting the Department’s approval of WASC apritwary accreditor, its San Diego, California faigis as the location of its main campus,
and of Clinton, lowa as its additional locationthé& university does not obtain Department approféts change in accreditor on the timeline
set forth in the Department's November 4, 201&ietr designation of campuses, or otherwise isired to comply with HLC's jurisdictional
requirements, it would be required to implementaa io consolidate a significant portion of its edtional administration and activity, busin
operations and executive and administrative ledifera HLC's 19-state north central region, whictuld result in management distraction,
business disruption and have a material adversetesh our financial condition, cash flows and hesof operations. If the institution is
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required to implement such a plan and is unsucgesstould result in a loss of accreditation, aeiwould denigrate the value of the
institution’s educational programs and would catise lose its eligibility to participate in Title/ programs, which would have a material
adverse effect on enrollments, revenues, finarciatlition, cash flows and results of operations.

In connection with its transition to WASC accredifan, Ashford University has submitted an applicati to the California Bureau for
Private Postsecondary Education. Denial or undudaleof the application could have a material adversffect on enrollments, Title I’
eligibility, revenues, financial condition, cashdlvs and results of operations. Approval of the dpation will entail a greater reporting
burden on the university and could result in incread regulatory or political scrutiny of the univets.

To be eligible to participate in Title IV prograngs) institution must be legally authorized to offsreducational programs by the states
in which it is physically located. Effective July 2011, the Department established new requirenmtertstermine if an institution is considered
to be legally authorized by a state. See “ReguiatiState Authorization” in the Company’s Annualp@g on Form 10-K for the year ended
December 31, 2012, which was filed with the SEQviarch 12, 2013, and amended on May 17, 2013. Imection with its transition to
WASC accreditation, Ashford University plans toigeste its San Diego, California facilities asntain campus for Title IV purposes, subject
to approval by the Department. WASC-accreditedtintsins operating in California are not requiredobtain additional approval from the
State of California, Department of Consumer AffaBareau for Private Postsecondary Education, d?BFn order to operate in the state.
Under the Department’s state authorization ruldpatitution must be approved or licensed on ashasier than accreditation in instances in
which it is not established by name as an educaltiostitution by a state through a charter, stgtatnstitutional provision, or other action
issued by an appropriate state agency or entityM@y 21, 2013, the Department published a notiatrgf that it would provide an extension
of the effective date of the state authorizatide until July 1, 2014 to qualifying institutionsathobtain from a state an explanation of how the
extension of time would permit the state to compith the regulations. The California DepartmenCainsumer Affairs has issued a letter
explaining the need for an extension. As it is utaie how the Department will interpret the stati¢harization rule or the applicability of the
extension of time, the university submitted an Aggtion for Approval to Operate an Accredited Ihgton to BPPE on September 10, 2013.
The university has no reason to believe thatdesnsing application will be denied or subject tdwe delay, but either event could have a
material adverse effect on enroliments, revenueané€ial condition, cash flows and results of ofierss.

If the application is granted, the university with longer be exempt from certain laws and reguiatipplicable to private, posécondar
educational institutions. These laws and regulatiemtail certain California reporting requiremeimsjuding but not limited to, employment
data, certain changes of ownership and contraliifipand programs, and student refund policiesyelsas the triggering of other state and
federal student employment data reporting and assck requirements. The additional reporting asdldsure could result in material
additional costs to comply with regulatory requissits and increased regulatory or political scrutiiithe university.

Additional regulations or regulatory scrutiny restihg from negotiated rulemaking by the Departmenit®ducation could result in increase
compliance costs, fines, sanctions or lawsuits, @fhcould have a material adverse effect on enroltit® revenues, financial condition, cas
flows and results of operation:

The Department held negotiated rulemaking publarings in May and June 2013 and has indicatedligactivity is part of a series of
rulemaking efforts to achieve a long-term agendaigher education focused on access, affordabditademic quality and completion. Recent
hearings have focused on topics including, butindted to, cash management of Title IV programdsnstate authorization for programs
offering distance or correspondence education fgiadmployment, credit and clock hour conversiaisgnges made to tii&ery Actby the
Violence Against Women Act of 2QP3L. 113-4), and the definition of “adverse créélir PLUS borrowers.

In June 2013, the Department announced its intemdi@stablish a negotiated rulemaking committgerépare proposed regulations that
would establish standards for programs that pregtaidents for gainful employment in a recognizecupation. The Department's Notice
sought nominees for the two sessions, the firgtto€h occurred on September 9-11, 2013 and thenseafbwhich was scheduled for October
21-23, 2013, but has been delayed because of thalpéetnporary government shutdown. In advance efitlst negotiated rulemaking sessi
the Department issued draft regulatory languageifmussion purposes. The draft differs from thefghemployment regulations previously
promulgated by the Department, which were vacayetthé U.S. Court of Appeals for the District of Goibia Circuit, in several significant
ways, including: (i) tightening the debt-to-earrsmgtios that programs must meet in order to bsidered passing and establishing a new
“zone” alternative for programs with debt-to-eagsmatios that are neither passing nor failing d@icreasing the number of years for which a
program may fail to meet the debt-to-earnings satiefore losing Title 1V eligibility from three owff four years to
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two out of three years, and (iii) eliminating tloauh repayment rate metric. The repayment rate eristthe component of the current gainful
employment rule which was held to be arbitrary eapricious by the court, resulting in invalidatiofithe entire rule. This rulemaking process
is expected to produce new regulations, whichublighed in final form after November 1, 2013 amdoo before November 1, 2014, would
take effect in July 2015.

The Notice stated that the Department plans tdkstacommittees to address the other rulemakisigels in the coming months.
Department representatives have advised institsitiosit committees could be established in Febroiakjarch 2014. Compliance with a new
gainful employment regulation could result in soofi@ur institutions' programs becoming ineligibte Title IV funding or subject to
disclosure or other obligations limiting their atttiveness. Compliance with additional regulati@msl/or regulatory scrutiny that results in our
institutions being allegedly out of compliance wiitlese regulations, could result in direct andricticosts of compliance, fines, liabilities,
sanctions or lawsuits, which could have a matedalerse effect on enrollments, revenues, finaraoiatiition, cash flows and results of
operations.

As a result of changes that have been made, or iayequired by the accreditors of our institutiorto our operational relationships with
our institutions and to their operations and busieag models, our historical financial and businessstdts may not necessarily be
representative of future results.

In connection with the transition of Ashford Unigdy to WASC accreditation and our efforts to stane our operations to meet evolving
regulatory expectations, our institutions have magerational changes and launched various new éssinitiatives, and additional changes
may be required. These changes and initiativesidieel hiring new leadership, implementing smallasslsizes, requiring minimum age-levels
for students, implementing the Ashford Promiseifétiative that allows students a full refund fdk taition and fees through the third week «
student's first class), hiring additional full-tirfeculty, and implementing new program review med#any of these initiatives result in higher
expense to the organization, primarily in the aafdastructional costs and services. In additiva,have made changes in our organizational
structure and operational relationships with owdeenic institutions to ensure their academic inddpace and satisfaction of accreditation-
related requirements. Some of these changes aratirés have contributed to declines in new sta@emollments. Accordingly, our historical
results and trends, including enroliments, admissedvisory and marketing expenses and instrudtansis and services, may not be
indicative of our future results and there can s&usance that changes to our operational relatiprgth our institutions or other changes we
have made, or may make in the future, will not havexdverse impact on regulatory compliance, satisin of accreditation-related standards,
or our financial condition, cash flows and resolt®perations.

We have identified a material weakness in our irmat control over financial reporting which could finot remediated, result in material
misstatements in our financial statements.

We have concluded that there is a material weakingagernal control over financial reporting, as @id not maintain effective internal
controls over the accounting for accounts recea®pecifically, we determined 1) that the prodes&stimating the allowance for doubtful
accounts in 2012 was not designed to appropriateblyrporate all relevant qualitative factors andh@t accounts receivable aging was not
correct. Although we have performed testing todek the accuracy of the corrected aging and cereicthe appropriate qualitative factors,
management has determined that our disclosureatsr@ind procedures and internal control over fir@meporting were not effective as of
December 31, 2012, March 31, 2013, June 30, 205&ptember 30, 2013.

Under standards established by the Public Compaepunting Oversight Board, a material weaknessdisfigiency, or combination of
deficiencies, in internal control over financiapogting, such that there is a reasonable possiltilat a material misstatement of our annual or
interim financial statements will not be preventedietected and corrected on a timely basis. See‘dém 4. Controls and Procedures.” The
existence of this issue could adversely affecbusreputation or investor perceptions of us. Waticoie to take steps to remediate the
underlying causes of the material weakness, priynmiough making improvements in the accountingcpsses, including additional oversight
and review, and performing additional analyticalqgadures. We expect to incur additional costs réatiad this material weakness. The act
that we are taking are subject to ongoing seniaragament review, as well as audit committee ovetsig

Although we plan to complete this remediation pescas quickly as possible, we cannot at this tistienate how long it will take, and
our measures may not prove to be successful indietireg this material weakness. If our remedial sueas are insufficient to address the
material weakness, or if additional material wealses or significant deficiencies in our internaitcol over financial reporting are discovered
or occur in the future, our consolidated finansi@tements may contain material misstatements anxcbwld be required to restate our finan
results. In addition, if we are unable to succdbsfu
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remediate this material weakness and if we arelartalproduce accurate and timely financial statesieour stock price may be adversely
affected and we may be unable to maintain compdiavith applicable stock exchange listing requireteen

Enrollment and revenues could decrease if governmiition assistance offered to military personnislsuspended, or if such assistance
reduced or eliminated.

As of September 30, 2013, approximately 23.8% ofiostitutions' students were affiliated with thditary, some of whom are eligible
receive tuition assistance from the governmentcivkliey may use to pursue postsecondary degrems. Betober 1, 2013 until October 16,
2013, the U.S. federal government entered intodsiwa resulting in the suspension of military tuitiassistance. In response, Ashford
University implemented a Military Tuition AssistanGrant that covers the equivalent of tuition dasise payments for impacted students
starting courses during that period. Although gowegntal tuition assistance programs were resunithviog the shutdown, if such programs
are again suspended or otherwise reduced or elietinanroliment could suffer, which could have aarial adverse effect on our financial
condition, cash flows and results of operationsilR&ons in tuition assistance could also negatieffect our compliance with the 90/10 rule.
See the risk factor entitled Our institutions could lose eligibility to particigpe in Title IV programs or face other sanctionthiéy derive more
than 90% of their respective revenues from thesgnams’ in Part 1, Item 1A of our Annual Report on Fori®-K, which was filed with the
SEC on March 12, 2013, and amended on May 17, 28ddtionally, if in response to future reductiomssuspensions in military tuition
assistance, we determine to reinstitute our MilifBwition Assistance Grant or a similar program, per student revenue from military
affiliated personnel would decline.

Our bad debt expense as a percentage of revenubiglsrelative to our competitors. If we are unable remedy the underlying causes our
bad debt expense could increase, which could haveaterial adverse effect on our financial conditipoash flows and results of operations.

Our bad debt expense is high relative to our coitgustand has increased from 6.9% of revenueshfonine months endegkeptember 3
2012 to 8.9% for the nine months ended Septemhe2®(B . We believe our bad debt expense is priyndiven by operational policies,
timing of financial aid processing and collectioamagement. If we are unable to make appropriategesaour bad debt expense could
increase, which could have a material adverse teffeour financial condition, cash flows and resait operations.

Item 2. Unregistered Sales of Equity Securitiesnd Use of Proceeds.
None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Not Applicable.

ltem 5. Other Information.

Item 1.01- Entry into a Material Definitive Agreement.

On October 31, 2013, Bridgepoint Education, Ina Ashford University (collectively, “we” and “ourgntered into a license agreement
(the “Forbes Agreement”) with Forbes Education Hayg LLC (“Forbes”), a subsidiary of Forbes MediaQ, pursuant to which we have
licensed certain trademarks and print and onlimgezd from Forbes, as well as certain intellecpraperty and other benefits. The Forbes
Agreement has an initial term ending on Decembe825, with an option to renew for subsequent &2ryerms at our election, subject to
certain conditions. Under the agreement, we maateeatime payment of $15 million on October 31, 26h8 are required to pay royalties
based on a percentage of annual revenues attributalBshford University’s business-related progsa@ur royalty payment obligation is
subject to a $2.5 million annual minimum and a Bion that no annual royalty payment shall be lothen that paid in the preceding year,
subject to certain exceptions.
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Item 5.02 Departure of Directors or Certain OffiseElection of Directors; Appointment of Certainfioérs; Compensatory Arrangements
Certain Officers.

On November 1, 2013, the Company informed its fpalcaccounting officer of its decision to hire @wprincipal accounting officer. It
is anticipated that the current principal accountifficer will remain in his role until a new priipal accounting officer is announced.
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Item 6.

Exhibits.

Exhibit Description

3.1 Amended and Restated Certificate of Incorporatinoofporated by reference to Exhibit 3.1 to therk@0-Q
filed on May 21, 2009).

3.2 Second Amended and Restated Bylaws (incorporatedfbyence to Exhibit 3.4 to the Form S-1 filed on
March 20, 2009).

4.1  Specimen of Stock Certificate (incorporated &fgrence to Exhibit 4.1 to the Form S-1 filed onr&ha30, 2009).

4.2 Second Amended and Restated Registration Rightsefgent (incorporated by reference to Exhibit 4.théo
Form S-1 filed on September 4, 2009).

10.1 Amended and Restated 2009 Stock Incentive Plaorfiocated by reference to Exhibit 10.1 to the F8rk filed
on May 16, 2013).

31.1 Certification of Andrew S. Clark, President and &titxecutive Officer, pursuant to Rule 13a-14(a)%d-14(a)
of the Securities and Exchange Act of 1934, as &diopursuant to Section 302 of the Sarbabriey Act of 2002

31.z Certification of Daniel J. Devine, Chief Financ@fficer, pursuant to Rule 13a-14(a) or 15d-14(alhef Securities
and Exchange Act of 1934, as adopted pursuantdtiocBe302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarks@ct of
2002, executed by Andrew S. Clark, President anidf®xecutive Officer, and Daniel J. Devine, Chid@fiancial
Officer.

101 The following financial information from our Quarkg Report on Form 10-Q for the quarterly periodied

September 30, 2013, filed with the SEC on Novenih@013, formatted in Extensible Business Reporting
Language (“XBRL"): (i) the Condensed Consolidateald®ce Sheets as of September 30, 2013, and Dec8&mbe
2012; (ii) the Condensed Consolidated Statementiscoime for the three and nine months ended Setefth
2013 and 2012; (iii) the Condensed Consolidatete8tants of Comprehensive Income for the three amel n
months ended September 30, 2013 and 2012; (ijtimelensed Consolidated Statement of Stockholdqtlgye
for the nine months ended September 30, 2013hé/Lbndensed Consolidated Statements of Cash Foowse
nine months ended September 30, 2013 and 2014ygridiotes to Condensed Consolidated Financiak®tants.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf
the undersigned thereunto duly authorized.

BRIDGEPOINT EDUCATION, INC.

November 5, 2013 /s/ DANIEL J. DEVINE

Daniel J. Devine
Chief Financial Officer
(Principal financial officer and duly authorized to
sign on behalf of the registrant)
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EXHIBIT 31.1

CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Andrew S. Clark, certify that:

1.

2.

| have reviewed this Quarterly Report on Fo@¥lof Bridgepoint Education, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ort@amstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

The registrant's other certifying officer(spdrare responsible for establishing and maintaimiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a15(f) and 15d-15(f)) for the registrard have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

C. Evaluated the effectiveness of the registralisslosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d. Disclosed in this report any change in thegtegnt's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceporting; and

The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing 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 affectrbgistrant's ability to record, process, summaaizé report financial
information; and

b. Any fraud, whether or not material, that innedumanagement or other employees who have a sigmiifiole in the
registrant's internal control over financial repugt

Date: November 5, 2013

/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

[, Daniel J. Devine, certify that:

1.

2.

| have reviewed this Quarterly Report on Fo@¥lof Bridgepoint Education, In

Based on my knowledge, this report does notatomny untrue statement of a material fact ort@amstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

The registrant's other certifying officer(spdrare responsible for establishing and maintaimiisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a15(f) and 15d-15(f)) for the registrard have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodgiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

C. Evaluated the effectiveness of the registralisslosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

d. Disclosed in this report any change in thegtegnt's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant's internal control over finahceporting; and

The registrant's other certifying officer(spdrhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing 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 affectrbgistrant's ability to record, process, summaaizé report financial
information; and

b. Any fraud, whether or not material, that innedumanagement or other employees who have a sigmiifiole in the
registrant's internal control over financial repugt

Date: November 5, 2013

/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 quarterly report of Bridgagdeducation, Inc. (the "Company") on Form 10-@tlee period ended September 30,
2013, as filed with the Securities and Exchange @@sion on the date hereof (the "Report"), eadhefundersigned hereby certify, pursuant
to 18 U.S.C. Section 1350, as adopted pursuarg¢td® 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities ExchangeoA 1934, as amend
(the "Exchange Act"); and

2. The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of
operations of the Company.

Dated: November 5, 2013

/sl ANDREW S. CLARK

Andrew S. Clark,
President and Chief Executive Officer
(Principal Executive Officer)

Dated: November 5, 2013

/s DANIEL J. DEVINE

Daniel J. Devine,
Chief Financial Officer
(Principal Financial Officer)

This certification shall not be deemedetii! for purposes of Section 18 of the Exchange éwcttherwise subject to the liability of that
section. This certification shall not be deemetiédncorporated by reference into any filing unither Securities Act of 1933, as amended, or
the Exchange Act, except to the extent specifidaltprporated by the Company into such filing.

A signed original of this certification hasen provided to the Company and will be retaimgthe Company and furnished to the
Securities and Exchange Commission or its stafhupquest.



