
 

 













 

Master of Science in Nursing (RN to MSN Bridge Program) with a specialization in Public Health
Master of Science in Nursing with a specialization in Informatics
Master of Science in Nursing (RN to MSN Bridge Program) with a specialization in Informatics
Master in Business Administration
Master in Business Administration with specializations in Entrepreneurship, Finance, Information Management, Pharmaceutical Marketing
and Management, and Project Management
Master in Education with specializations in Curriculum Development and Outcomes Assessment, Education Technology, Transformational
Leadership, and eLearning Pedagogy

Doctorate Degrees
Doctorate of Science in Computer Science
Doctorate in Education Leadership and Learning with specializations in K-12, Higher Education, Organizational Leadership, Organizational
Psychology, and Health Care Administration

Independent online classes (10-weeks in duration) start on alternating Tuesday’s every month. Aspen plans to shift all students to 8-week
course lengths by the fall of 2016.

Sales and Marketing

Following Mr. Michael Mathews becoming Aspen’s Chief Executive Officer in May 2011, Mr. Mathews and his team has made significant
changes to Aspen’s sales and marketing program, specifically spending a significant amount of time, money and resources on our
proprietary Internet marketing program. What is unique about Aspen’s Internet marketing program is that we have no plans in the near
future to utilize third-party online lead generation companies to attract prospective students. To our knowledge, most if not all for-profit
online universities utilize multiple third-party online lead generation companies to obtain a meaningful percentage of their prospective
student leads. Aspen’s executive officers have many years of expertise in the online lead generation and Internet advertising industry,
which for the foreseeable future will allow Aspen to cost-effectively drive all prospective student leads internally. This is a competitive
advantage for Aspen because third-party leads are typically unbranded and non-exclusive (lead generation firms typically sell prospective
student leads to multiple universities), therefore the conversion rate for those leads tends to be appreciably lower than internally generated,
Aspen branded, proprietary leads.

Employees

As of July 12, 2016, we had 70 full-time employees, and 101 adjunct professors, of which 61% are doctorally prepared. None of our
employees are parties to any collective bargaining arrangement. We believe our relationships with our employees are good.

Corporate History

Aspen Group was incorporated on February 23, 2010 in Florida as a home improvement company intending to develop products and sell
them on a wholesale basis to home improvement retailers. In June 2011, Aspen Group changed its name to Elite Nutritional Brands, Inc.
and terminated all operations. In February 2012, Aspen Group reincorporated in Delaware under the name Aspen Group, Inc.

Aspen University was incorporated on September 30, 2004 in Delaware. Its predecessor was a Delaware limited liability company
organized in Delaware in 1999. In May 2011, Aspen merged with Education Growth Corporation, or EGC. Aspen survived the EGC
merger. EGC was a start-up company controlled by Mr. Michael Mathews. Mr. Mathews became Aspen’s Chief Executive Officer upon
closing the EGC merger. On March 13, 2012, Aspen Group acquired Aspen in the Reverse Merger.
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Regulation

Students attending Aspen finance their education through a combination of individual resources, corporate reimbursement programs and
Title IV Programs participation. The discussion which follows outlines the extensive regulations that affect our business. Complying with
these regulations entails significant effort from our executives and other employees. Our Chief Academic Officer has two unique roles:
overseeing our accreditation and regulatory compliance and seeking to improve our academic performance. Accreditation and regulatory
compliance is also expensive. Beyond the internal costs, we began using education regulatory counsel in the summer of 2011, as our
current Chief Executive Officer focused his attention on compliance. Aspen participates in the federal student financial aid programs
authorized under Title IV. For the fiscal year ended April 30, 2016, approximately 28% of our cash-basis revenues for eligible tuition and
fees were derived from the Title IV Programs. In connection with a student’s receipt of Title IV Program funds, we are subject to extensive
regulation by the DOE, state education agencies and the DEAC. In particular, the Title IV Programs, and the regulations issued thereunder
by the DOE, subject us to significant regulatory scrutiny in the form of numerous standards that we must satisfy. To participate in Title IV
Programs, a school must, among other things, be:
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Code of Conduct Related to Student Loans. As part of an institution’s program participation agreement with the DOE, HEOA requires that
institutions that participate in Title IV Programs adopt a code of conduct pertinent to student loans. For financial aid office or other
employees who have responsibility related to education loans, the code must forbid, with limited exceptions, gifts, consulting arrangements
with lenders, and advisory board compensation other than reasonable expense reimbursement. The code also must ban revenue-sharing
arrangements, “opportunity pools” that lenders offer in exchange for certain promises, and staffing assistance from lenders. The institution
must post the code prominently on its website and ensure that its officers, employees, and agents who have financial aid responsibilities are
informed annually of the code’s provisions. Aspen has adopted a code of conduct under the HEOA which is posted on its website. In
addition to the code of conduct requirements that apply to institutions, HEOA contains provisions that apply to private lenders, prohibiting
such lenders from engaging in certain activities as they interact with institutions. Failure to comply with the code of conduct provision
could result in termination of our participation in Title IV Programs, limitations on participation in Title IV Programs, or financial
penalties.

Misrepresentation. The Higher Education Act and current regulations authorize the DOE to take action against an institution that
participates in Title IV Programs for any “substantial misrepresentation” made by that institution regarding the nature of its educational
program, its financial charges, or the employability of its graduates. Effective July 1, 2011, DOE regulations expanded the definition of
“substantial misrepresentation” to cover additional representatives of the institution and additional substantive areas and expands the parties
to whom a substantial misrepresentation cannot be made. The regulations also augment the actions the DOE may take if it determines that
an institution has engaged in substantial misrepresentation. Under the final regulations, the DOE may revoke an institution’s program
participation agreement, impose limitations on an institution’s participation in Title IV Programs, or initiate proceedings to impose a fine or
to limit, suspend, or terminate the institution’s participation in Title IV Programs.

Credit Hours. The Higher Education Act and current regulations use the term “credit hour” to define an eligible program and an academic
year and to determine enrollment status and the amount of Title IV Program aid an institution may disburse during a payment period.
Recently, both Congress and the DOE have increased their focus on institutions’ policies for awarding credit hours. DOE regulations define
the term “credit hour” in terms of a certain amount of time in class and outside class, or an equivalent amount of work. The regulations also
require accrediting agencies to review the reliability and accuracy of an institution’s credit hour assignments. If an accreditor identifies
systematic or significant noncompliance in one or more of an institution’s programs, the accreditor must notify the Secretary of Education.
If the DOE determines that an institution is out of compliance with the credit hour definition, the DOE could require the institution to repay
the incorrectly awarded amounts of Title IV Program aid. In addition, if the DOE determines that an institution has significantly overstated
the amount of credit hours assigned to a program, the DOE may fine the institution, or limit, suspend, or terminate its participation in the
Title IV Programs.

Compliance Reviews. We are subject to announced and unannounced compliance reviews and audits by various external agencies,
including the DOE, its Office of Inspector General, state licensing agencies, and accrediting agencies. As part of the DOE’s ongoing
monitoring of institutions’ administration of Title IV Programs, the Higher Education Act and DOE regulations require institutions to
submit annually a compliance audit conducted by an independent certified public accountant in accordance with Government Auditing
Standards and applicable audit standards of the DOE. These auditing standards differ from those followed in the audit of our financial
statements contained herein. In addition, to enable the DOE to make a determination of financial responsibility, institutions must annually
submit audited financial statements prepared in accordance with DOE regulations. Furthermore, the DOE regularly conducts program
reviews of education institutions that are participating in the Title IV Programs, and the Office of Inspector General of the DOE regularly
conducts audits and investigations of such institutions. In August 2010, the Secretary of Education announced in a letter to several
members of Congress that, in part in response to recent allegations against proprietary institutions of deceptive trade practices and
noncompliance with DOE regulations, the DOE planned to strengthen its oversight of Title IV Programs through, among other approaches,
increasing the number of program reviews.

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

We also may be subject, from time to time, to complaints and lawsuits relating to regulatory compliance brought not only by our regulatory
agenc�.









 

DEAC recently revised its policy pertinent to changes in legal status, control, ownership, or management. The policy revisions add
definitions of the situations under which DEAC considers a change in legal status, control, ownership, or management to occur, describe the
procedures that an institution must follow to obtain approval, and clarify the options available to DEAC. Among other revisions, DEAC
defines a change of ownership and control as a change in the ability to direct or cause the direction of the actions of an institution,
including, for example, the sale of a controlling interest in an institution’s corporate parent. Failure to obtain prior approval of a change of
ownership and control will result in withdrawal of accreditation under the new ownership. The policy also requires institutions to undergo a
post-change examination within six months of a change of ownership. The revisions clarify that after such examination, DEAC will make a
final decision whether to continue the institution’s accreditation. In addition, if an institution is acquired by an entity that owns or operates
other distance education institutions, the amendments clarify that any such institutions must obtain DEAC approval within two years of the
change of ownership or accreditation may be withdrawn. The policy revisions define a change of management as the replacement of the
senior level executive of the institution, for example the President or Chief Executive Officer. In addition, the revisions clarify that before
undertaking such a change, an institution must seek DEAC’s prior approval by explaining when the change will occur, the rationale for the
change, the executive’s job description, the new executive’s qualifications, and how the change will affect the institution’s ability to
comply with all DEAC accreditation standards. DEAC may take any action it deems appropriate in response to a change of management
request. The Reverse Merger was considered a change of control event under DEAC’s policy. In February 2012, DEAC informed Aspen
that it had approved the change of ownership, with several conditions that are consistent with DEAC’s change of ownership procedures and
requirements. These conditions included: (1) that Aspen agree to undergo an examination visit by a committee; (2) that an updated Self-
Evaluation Report be submitted four to six weeks prior to the on-site visit; (3) that Aspen submit a new Teach-Out Resolution form as soon
as the Reverse Merger had closed; and (4) that Aspen provide written confirmation to DEAC by February 20, 2012 that it agreed to and
would comply with the stated conditions. We provided the requested information to DEAC. The examination visit occurred in August
2012.

On September 28, 2012, the DOE approved Aspen's change of control and extended its provisional certification until September 30, 2013.
On February 9, 2015, the DOE notified Aspen that it had the choice of posting a letter of credit for 25% of all Title IV funds and remain
provisionally certified or post a 50% letter of credit and become permanently certified. We elected to post a 25% letter of credit and remain
provisionally certified – increasing our letter of credit to $1,122,485. In November of 2015, the DOE informed Aspen that they no longer
need to post a letter of credit. It was subsequently released.

When a change of ownership resulting in a change of control occurs at a for-profit institution, the DOE applies a different set of financial
tests to determine the financial responsibility of the institution in conjunction with its review and approval of the change of ownership. The
institution generally is required to submit a same-day audited balance sheet reflecting the financial condition of the institution immediately
following the change in ownership. The institution’s same-day balance sheet must demonstrate an acid test ratio of at least 1:1, which is
calculated by adding cash and cash equivalents to current accounts receivable and dividing the sum by total current liabilities (and
excluding all unsecured or uncollateralized related party receivables). The same-day balance sheet must also demonstrate positive tangible
net worth. If the institution does not satisfy these requirements, the DOE may condition its approval of the change of ownership on the
institution’s agreeing to post a letter of credit, provisional certification, and/or additional monitoring requirements, as described in the
above section on Financial Responsibility. The time required for the DOE to act on a change in ownership and control application may vary
substantially. As a result of the change of ownership, Aspen delivered a $264,665 letter of credit to the DOE in accordance with the
standards identified above. Thereafter, as described above, this letter of credit was increased to $1,122,485. In November of 2015, the DOE
informed Aspen that it no longer needed to post a letter of credit and released the existing letter of credit.

A change of control also could occur as a result of future transactions in which Aspen is involved. Some corporate reorganizations and
some changes in the Board are examples of such transactions. Moreover, the potential adverse effects of a change of control could
influence future decisions by us and our shareholders re�t nd o.



 

Possible Acquisitions. In addition to the planned expansion through Aspen’s new marketing program, we may expand through acquisition
of related or synergistic businesses. Our internal growth is subject to monitoring and ultimately approval by the DEAC. If the DEAC finds
that the growth may adversely affect our academic quality, the DEAC can request us to slow the growth and potentially withdraw
accreditation and require us to re-apply for accreditation. The DOE may also impose growth restrictions on an institution, including in
connection with a change in ownership and control. While acquisitions of online universities would be subject to approval by the DEAC,
approval of businesses which supply services to online universities or which provide educational services and/or products may not be
subject to regulatory approval or extensive regulation. An acquisition of an online university that is regionally accredited could shorten the
average expected timeframe for Aspen University’s degree programs to be granted regional accreditation. Having degree programs that are
regionally accredited could allow Aspen to be eligible to offer degree programs that lead toward licensure, as well as provide a brand ‘halo
effect’ that degree programs of regionally accredited institutions enjoy.

ITEM 1A. RISK FACTORS.
 
Investing in our common stock involves a high degree of risk. You should carefully consider the following Risk Factors before deciding
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Although our management has successfully implemented a debtless education business model, it may not be successful long-term.

Mr. Michael Mathews, our Chief Executive Officer, has developed a debtless education business model designed to substantially increase
our student enrollment and reducing and/or eliminating student debt among Aspen’s student body. While results to date have been as
anticipated, there are no assurances that this marketing campaign will continue to be successful. Among the risks are the f�nt
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Because we rely on third party administration and hosting of learning management system software for our online classroom, if
that third party were to cease to do business or alter its business practices and services, it could have an adverse impact on our
ability to operate.

Beginning in June 2014, our online classroom began employing the Desire2Learn learning management system named Brightspace. The
system is a web-based portal that stores and delivers course content, provides interactive communication between students and faculty, and
supplies online evaluation tools. We rely on third parties to host and help with the administration of it. We further rely on third parties, the
D2L agreement and our internal staff for ongoing support and customization and integration of the system with the rest of our technology
infrastructure. If D2L were unable or unwilling to continue to provide us with service, we may have difficulty maintaining the software
required for our online classroom or updating it for future technological changes. Any failure to maintain our online classroom would have
an adverse impact on our operations, damage our reputation and limit our ability to attract and retain students.

Because the personal information that we or our vendors collect may be vulnerable to breach, theft or loss, any of these factors
could adversely affect our reputation and operations.

Possession and use of personal information in our operations subjects us to risks and costs that could harm our business. Aspen uses a third
party to collect and retain large amounts of personal information regarding our students and their families, including social security
numbers, tax return information, personal and family financial data and credit card numbers. We also collect and maintain personal
information of our employees in the ordinary course of our business. Some of this personal information is held and managed by certain of
our vendors. Errors in the storage, use or transmission of personal information could result in a breach of student or employee privacy.
Possession and use of personal information in our operations also subjects us to legislative and regulatory burdens that could require
notification of data breaches, restrict our use of personal information, and cause us to lose our certification to participate in the Title IV
Programs. We cannot guarantee that there will not be a breach, loss or theft of personal information that we store or our third parties store.
A breach, theft or loss of personal information regarding our students and their families or our employees that is held by us or our vendors
could have a material adverse effect on our reputation and results of operations and result in liability under state and federal privacy statutes
and legal or administrative actions by state attorneys general, private litigants, and federal regulators any of which could have a material
adverse effect on our business, financial condition, results of operations and cash flows.

Because the CAN-SPAM Act imposes certain obligations on the senders of commercial emails, it could adversely impact our ability
to market Aspen’s educational services, and otherwise increase the costs of our business.  

The Controlling the Assault of Non-Solicited Pornography and Marketing Act of 2003, or the CAN-SPAM Act, establishes requirements
for commercial email and specifies penalties for commercial email that violates the CAN-SPAM Act. In addition, the CAN-SPAM Act
gives consumers the right to require third parties to stop sending them commercial email.

The CAN-SPAM Act covers email sent for the primary purpose of advertising or promoting a commercial product, service, or Internet
website. The Federal Trade Commission, a federal consumer protection agency, is primarily responsible for enforcing the CAN-SPAM
Act, and the Department of Justice, other federal agencies, State Attorneys General, and Internet service providers also have authority to
enforce certain of its provisions.

The CAN-SPAM Act’s main provisions include:

Prohibiting false or misleading email header information;
Prohibiting the use of deceptive subject lines;
Ensuring that recipients may, for at least 30 days after an email is sent, opt out of receiving future commercial email messages
from the sender;
Requiring that commercial email be identified as a solicitation or advertisement unless the recipient affirmatively permitted the
message; and
Requiring that the sender include a valid postal address in the email message.

The CAN-SPAM Act also prohibits unlawful acquisition of email addresses, such as through directory harvesting and transmission of
commercial emails by unauthorized means, such as through relaying messages with the intent to deceive recipients as to the origin of such
messages.
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Further, due to scrutiny of the sector, legislative proposals have been introduced in Congress that would heighten the requirements of the
90/10 rule, including proposals that would reduce the 90% maximum under the rule to 85% and/or prohibit tuition derived from military
benefit programs to be included in the 85% portion.

If our competitors are subject to further regulatory claims and adverse publicity, it may affect our industry and reduce our future
enrollment.

We are one of a number of for-profit institutions serving the postsecondary education market. In recent years, regulatory investigations and
civil litigation have been commenced against several companies that own for-profit educational institutions. These investigations and
lawsuits have alleged, among other things, deceptive trade practices and non-compliance with DOE regulations. These allegations have
attracted adverse media coverage and have been the subject of federal and state legislative hearings. Although the media, regulatory and
legislative focus has been primarily on the allegations made against specific companies, broader allegations against the overall for-profit
school sector may negatively affect public perceptions of other for-profit educational institutions, including Aspen. In addition, in recent
years, reports on student lending practices of various lending institutions and schools, including for-profit schools, and investigations by a
number of state attorneys general, Congress and governmental agencies have led to adverse media coverage of postsecondary education.
For example a large competitor, Corinthian Colleges, sold or shut down its schools due to substantial regulatory investigations and DOE
actions. Other significant school groups have likewise been closed in light of significant DOE actions. Adverse media coverage regarding
other companies in the for-profit school sector or regarding us directly could damage our reputation, could result in lower enrollments,
revenues and operating profit, and could have a negative impact on our stock price. Such allegations could also result in increased scrutiny
and regulation by the DOE, Congress, accrediting bodies, state legislatures or other governmental authorities with respect to all for-profit
institutions, including us.

Due to new regulations or congressional action or reduction in funding for Title IV Programs, our future enrollment may be
reduced and costs of compliance increased.

The Higher Education Act comes up for reauthorization by Congress approximately every five to six years. When Congress does not act on
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If we fail to demonstrate “administrative capability,” we may lose eligibility to participate in Title IV Programs.

DOE regulations specify extensive criteria an institution must satisfy to establish that it has the requisite “administrative capability” to
participate in Title IV Programs. If an institution fails to satisfy any of these criteria or comply with any other DOE regulations, the DOE
may require the repayment of Title IV funds, transfer the institution from the "advance" system of payment of Title IV funds to cash
monitoring status or to the "reimbursement" system of payment, place the institution on provisional certification status, or commence a
proceeding to impose a fine or to limit, suspend or terminate the participation of the institution in Title IV Programs. If we are found not to
have satisfied the DOE's "administrative capability" requirements we could be limited in our access to, or lose, Title IV Program funding,
which would limit our potential for growth and adversely affect our enrollment, revenues and results of operations.

Because we rely on a third party to administer our participation in Title IV Programs, its failure to comply with applicable
regulations could cause us to lose our eligibility to participate in Title IV Programs.

We have been eligible to participate in Title IV Programs for a relatively short time, and we have not developed the internal capacity to
handle without third-party assistance the complex administration of participation in Title IV Programs. A third party assists us with
administration of our participation in Title IV Programs, and if it does not comply with applicable regulations, we may be liable for its
actions and we could lose our eligibility to participate in Title IV Programs. In addition, if it is no longer able to provide the services to us,
we may not be able to replace it in a timely or cost-efficient manner, or at all, and we could lose our ability to comply with the requirements
of Title IV Programs, which would limit our potential for growth and adversely affect our enrollment, revenues and results of operation.

If we pay impermissible commissions, bonuses or other incentive payments to individuals involved in recruiting, admissions or
financial aid activities, we will be subject to sanctions.

A school participating in Title IV Programs may not provide any commission, bonus or other incentive payment based, directly or
indirectly, on success in enrolling students or securing financial aid to any person involved in student recruiting or admission activities or in
making decisions regarding the awarding of Title IV Program funds. If we pay a bonus, commission, or other incentive payment in
violation of applicable DOE rules, we could be subject to sanctions, which could have a material adverse effect on our business. Effective
July 1, 2011, the DOE abolished 12 safe harbors that described permissible arrangements under the incentive payment regulation. Abolition
of the safe harbors and other aspects of the current regulation may create uncertainty about what constitutes impermissible incentive
payments. The modified incentive payment rule and related uncertainty as to how it will be interpreted also may influence our approach, or
limit our alternatives, with respect to employment policies and practices and consequently may affect negatively our ability to recruit and
retain employees, and as a result our business could be materially and adversely affected.

In addition, the General Accounting Office, or the GAO, has issued a report critical of the DOE’s enforcement of the incentive payment
rule, and the DOE has undertaken to increase its enforcement efforts. If the DOE determines that an institution violated the incentive
payment rule, it may require the institution to modify its payment arrangements to the DOE’s satisfaction. The DOE may also fine the
institution or initiate action to limit, suspend, or terminate the institution’s participation in the Title IV Programs. The DOE may also seek
to recover Title IV funds disbursed in connection with the prohibited incentive payments. In addition, third parties may file “qui tam” or
“whistleblower” suits on behalf of the DOE alleging violation of the incentive payment provision. Such suits may prompt DOE
investigations. Particularly in light of the uncertainty surrounding the new incentive payment rule, the existence of, the costs of responding
to, and the outcome of, qui tam or whistleblower suits or DOE investigations could have a material adverse effect on our reputation causing
our enrollments to decline and could cause us to incur costs that are material to our business, among other things. As a result, our business
could be materially and adversely affected.

If our student loan default rates are too high, we may lose eligibility to participate in Title IV Programs.

DOE regulations provide that an institution’s participation in Title IV Programs ends when historical default rates reach a certain level in a
single year or for a number of years. Because of our limited experience enrolling students who are participating in these programs, we have
limited historical default rate information. Relatively few students are expected to enter the repayment phase in the near term, which could
result in defaults by a few students having a relatively large impact on our default rate. If Aspen loses its eligibility to participate in Title IV
Programs because of high student loan default rates, our students would no longer be eligible to use Title IV Program funds in our
institution, which would significantly reduce our enrollments and revenues and have a material adverse effect on our results of operations.
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On February 11, 2013, HEMG and Mr. Spada sued the Company, certain senior management members and our directors in state court in
New York seeking damages arising principally from (i) allegedly false and misleading statements in the filings with the SEC and the DOE
where the Company disclosed that HEMG and Mr. Spada borrowed $2.2 million without board authority, (ii) the alleged breach of an April
2012 agreement whereby the Company had agreed, subject to numerous conditions and time limitations, to purchase certain shares of the
Company from HEMG, and (iii) alleged diminution to the value of HEMG’s shares of the Company due to Mr. Spada’s disagreement with
certain business transactions the Company engaged in, all with Board approval. On November 8, 2013, the state court in New York granted
the Company’s motion to dismiss all of the claims. On December 10, 2013, the Company filed a series of counterclaims against HEMG and
Mr. Spada in state court of New York. By decision and order dated August 4, 2014, the New York court denied HEMG and Spada’s
motion to dismiss the fraud counterclaim the Company asserted against them.

While the Company has been advised by its counsel that HEMG’s and Spada’s claims in the New York lawsuit is baseless, the Company
cannot provide any assurance as to the ultimate outcome of the case. Defending the lawsuit will be expensive and will require the
expenditure of time which could otherwise be spent on the Company’s business. While unlikely, if Mr. Spada’s and HEMG’s claims in the
New York litigation were to be successful, the damages the Company could pay could potentially be material.

On October 15, 2015, HEMG filed bankruptcy pursuant to Chapter 7. As a result, the remaining claims and Aspen’s counterclaims in the
New York lawsuit are currently stayed.

On August 13, 2015, a former employee filed a complaint against the Company in the United States District Court, District of Arizona, for
breach of contract claiming that Plaintiff was terminated for “Cause” when no cause existed. The Plaintiff was seeking payments
purportedly due under her employment agreement, including severance pay, bonuses, value of lost benefits, and the loss of the value of her
stock options. The Company filed an answer to the complaint by the September 8, 2015 deadline. This litigation has been settled and
dismissed.

ITEM 4. MINE SAFETY DISCLOSURES.

Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.
 
Our stock trades on the OTCQB, under the symbol “ASPU.” The last reported sale price of Aspen’s common stock as reported by the
OTCQB on July 26, 2016 was $0.14. As of that date, we had 229 record holders. A substantially greater number of holders of our common
stock are “street name” or beneficial holders, whose shares are held of record by banks, brokers, and other financial institutions.

The following table provides the high and low bid price information for our common stock. The prices reflect inter-dealer prices, without
retail mark-up, mark-down or commission and does not necessarily represent actual transactions. Our common stock does not trade on a
regular basis.

 
      Prices  
Year   Period Ended   High   Low  
      ($)   ($)  
Fiscal 2016             
   April 30    0.19   0.10 
   January 31    0.20   0.10 
   October 31    0.18   0.11 
   July 31    0.24   0.09 
Fiscal 2015             
   April 30    0.27   0.17 
   January 31    0.29   0.11 
   October 31    0.39   0.12 
   July 31    0.17   0.10 

Dividend Policy
 
We have not paid cash dividends on our common stock and do not plan to pay such dividends in the foreseeable future. Our Board will
determine our future dividend policy on the basis of many factors, including results of operations, capital requirements, and general
business conditions.
 
Recent Sales of Unregistered Securities
 
None

Securities Authorized for Issuance under Equity Compensation Plans

The information required by this item with respect to our equity compensation plans is incorporated by reference to our Proxy Statement
for the 2016 Annual Meeting of Shareholders to be filed with the SEC within 120 days of the fiscal year ended April 30, 2016.
 
ITEM 6. SELECTED FINANCIAL DATA.
 
Not applicable.
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Revenue per Enrollment (RPE)
The Revenue per Enrollment takes each quarterly cohort of new degree-seeking student enrollments, and measures the amount of earned
revenue including tuition and fees to determine the average RPE for the cohort measured. For the later periods of a cohort, in particular
students four years or older, we have used reasonable projections based off of historical results to determine the amount of revenue we will
earn in later periods of the cohort.

We created the reporting to track the CPE and RPE starting in 2012 and can accurately predict the CPE and RPE for each new student
cohort. Our current CPE/RPE Marketing Efficiency Ratio is reflected in the below table.
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Cost of Revenues (exclusive of amortization)

The Company’s cost of revenues consists of instructional costs and services and marketing and promotional costs.

Instructional Costs and Services

Instructional costs and services for the 2016 Period rose to $1,730,110 from $1,110,518 for the 2015 Period, an increase of $619,592 or
56%. As student enrollment levels continue to rise, Aspen anticipates the growth rate in instructional costs and services to lag that of overall
revenue growth as a result of the Company commencing in early-2016 with a full-time faculty conversion model which saves
approximately $50,000 per year for each adjunct faculty member that is converted to full-time status. Depending upon how successful
Aspen is in converting several faculty members to full-time status, we estimate annualized savings of over $500,000.

Marketing and Promotional
 

Marketing and promotional costs for the 2016 Period were $1,856,918 compared to $1,065,812 for the 2015 Period, an increase of
$791,106 or 74%. The Company expects marketing and promotional costs to rise in future periods given the planned spend rate increase to
an average of $180,000 per month beginning in August 2016.

Gross Profit rose to 51% of revenues or $4,316,408 for the 2016 Period from 49% of revenues or $2,560,478 for the 2015 Period.

Costs and Expenses

General and Administrative

General and administrative costs for the 2016 Period were $6,403,708 compared to $5,924,263 during the 2015 Period, an increase of
$479,445 or 8%. This increase reflects higher salary costs related to expanding the call center staff as well as several supporting academic
and operational positions. The Company expects G&A increases to continue to materially decline on a percentage basis relative to revenue.
For example, G&A as a percentage of revenue declined from 113% of revenue in the 2015 Period to 76% of revenue in the 2016 period.
G&A as a percentage of revenue is forecasted to decline to below 50% over the next 24 months.

Depreciation and Amortization

Depreciation and amortization costs for the 2016 Period rose to $598,303 from $528,496 for the 2015 Period, an increase of $69,807 or
13%.

Other Income (Expense)

Other income for the 2016 Period increased to $9,985 from $9,196 in the 2015 Period, an increase of $789 or 8.58%.  Interest expense
decreased from $421,653 to $121,320, a decrease of $300,333 or 71%.

Income Taxes
 
Income taxes expense (benefit) for the comparable years was $0 as Aspen Group experienced operating losses in both periods. As
management made a full valuation allowance against the deferred tax assets stemming from these losses, there was no tax benefit recorded
in the statement of operations in both periods.

Net Loss
 
Net loss for 2016 Period was ($2,246,705) as compared to ($4,268,288) for the 2015 Period, a decrease in the loss of $2,021,583 or
approximately 47%. Contributing to this lower loss was the increase in revenues in the 2016 period growing at a higher rate than the
increase of costs. The Company forecasts to achieve positive Net Income before the end of the 2017 fiscal year.
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For the Quarter Ended April 30, 2016 Compared with the Quarter Ended April 30, 2015
 
Revenc─�





 



 

On January 15, 2014, a warrant exercise offering was completed whereby 4,231,840 warrants were exercised at an exercise price of $0.19
per warrant. The total proceeds received were $804,049 and since the exercise price was discounted from the stated prices of either $0.50
or $0.3325. Related to this, additional 5,178,947 new warrants were issued at $0.19 per warrant as part of a price protection agreement with
two investors.

On March 10, 2014, several members of the Board of Directors invested $600,000 in exchange for 3,157,895 shares of common stock and
3,157,895 warrants at $0.19 per share.

On July 29, 2014, in the first part of a two part private placement offering, seven accredited investors, including the Company’s Chief
Financial Officer, paid a total of $1,631,500 in exchange for 10,525,809 shares of common stock and 5,262,907 five-year warrants
exercisable at $0.19 per share. Aspen reimbursed expenses in total of $75,000 related to this offering. As a result of this private placement,
on July 31, 2014, Aspen issued 3,473,259 shares of common stock to prior investors who had price protection on their investments, issued
2,662,139 warrants to a prior investor who had price protection on their investment and reduced the exercise and conversion price on
14,451,613 outstanding warrants and its outstanding Debenture to $0.155.

On September 4, 2014, Aspen raised $3,766,325 from the sale of 24,298,877 shares of common stock and 12,149,439 five-year warrants
exercisable at $0.19 per share in the second part of a two part private placement offering to 15 accredited investors. The net proceeds to
Aspen were approximately $3.7 million. With the proceeds from this offering, we pre-paid the full principal owed and interest due under
the Debenture (described above).
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Our internal control over financial reporting is a process designed under the supervision of our Principal Executive Officer and Principal
Financial Officer to provide reasonable assurance regarding the reliability of financial reporting and the preparation of our financial
statements for external reporting purposes in accordance with GAAP. Internal control over financial reporting includes those policies and
procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of our assets; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with GAAP, and that receipts and expenditures are being made only in accordance with authorizations of our
management and directors; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use
or disposition of our assets that could have a material effect on the financial statements.

 
Because of its inherent limitations, internal control over financial reporting may n�i iaeve



 



 

PART IV
 
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES.
 
(a) Documents filed as part of the report.
 
 (1) Financial Statements. See Index to Consolidated Financial Statements, which appears on pag�1ee I
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SIGNATURES
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of:
Aspen Group, Inc.

We have audited the accompanying consolidated balance sheets of Aspen Group, Inc. and Subsidiaries as of April 30, 2016 and 2015, and
the related consolidated statements of operations, changes in stockholders’ equity and cash flows for each of the two years in the period
ended April 30, 2016.  These consolidated financial statements are the responsibility of the Company’s management.  Our responsibility is
to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).  Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the consolidated financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements.  An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall consolidated financial statement presentation.  We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated financial
position of Aspen Group, Inc. and Subsidiaries as of April 30, 2016 and 2015, and the consolidated results of its operations and its cash
flows for each of the two years in the period ended April 30, 2016, in conformity with accounting principles generally accepted in the
United States of America.

/s/ Salberg & Company, P.A.

SALBERG & COMPANY, P.A.
Boca Raton, Florida
July 27, 2016

2295 NW Corporate Blvd., Suite 240 • Boca Raton, FL 33431-7328
Phone: (561) 995-8270• Toll Free: (866) CPA-8500• Fax: (561) 995-1920

www.salbergco.com • info@salbergco.com
Member National Association of Certified Valuation Analysts • Registered with the PCAOB

Member CPAConnect with Affiliated Offices Worldwide • Member AICPA Center for Audit Quality
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

  April 30,   April 30,  
  2016   2015  

Assets       
       
Current assets:       

Cash   $ 783,796  $ 2,159,463 
Restricted cash   —   1,122,485 
Accounts receivable, net of allowance of $449,946 and $279,453, respectively   2,179,852   1,058,339 
Prepaid expenses   123,055   121,594 

Total current assets   3,086,703   4,461,881 
         
Property and equipment:         
Call center equipment   79,199   132,798 
Computer and office equipment   67,773   78,626 
Furniture and fixtures   114,964   42,698 
Library (online)   —   100,000 
Software   2,567,383   2,244,802 
   2,829,319   2,598,924 
Less accumulated depreciation and amortization   (1,680,687)   (1,387,876)

Total property and equipment, net   1,148,632   1,211,048 
Courseware, net   194,932   173,311 
Accounts receivable, secured - related party, net of allowance of $625,963, and $625,963, respectively   45,329   45,329 
Other assets   31,175   26,679 
         
Total assets  $ 4,506,771  $ 5,918,248 

(Continued)

The accompanying notes are an integral part of these consolidated financial statements.
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

  For the Years Ended  
  April 30,  
  2016   2015  
       
Revenues  $ 8,453,669  $ 5,225,761 
         
Operating expenses         
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

  For the Years Ended  
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

  For the Years Ended  
  April 30,  
  2016   2015  
       
Supplemental disclosure of cash flow information:         

Cash paid for interest  $ 104,326  $ 240,264 
Cash paid for income taxes  $ —  $ — 

         
Supplemental disclosure of non-cash investing and financing activities         

Common stock issued for services  $ 50,400  $ — 
Common stock issued from conversion of notes  $ 302,311  $ 100,000 

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

April 30, 2016 and 2015
 

Use of Estimates

The preparation of the consolidated financial statements in conformity with accounting principlermity tef Nt F



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

April 30, 2016 and 2015
 

Accounts Receivable and Allowance for Doubtful Accounts Receivable
 
All students are required to select both a primary and secondary payment option with respect to amounts due to Aspen for tuition, fees and
other expenses. The most common payment option for Aspen’s students is personal funds or payment made on their behalf by an employer.
In instances where a student selects financial aid as the primary payment option, he or she often selects personal cash as the secondary
option. If a student who has selected financial aid as his or her primary payment option withdraws prior to the end of a course but after the
date that Aspen’s institutional refund period has expired, the student will have incurred the obligation to pay the full cost of the course. If
the withdrawal occurs before the date at which the student has earned 100% of his or her financial aid, Aspen will have to return all or a
portion of the Title IV funds to the DOE and the student will owe Aspen all amounts incurred that are in excess of the amount of financial
aid that the student earned and that Aspen is entitled to retain. In this case, Aspen must collect the receivable using the student’s second
payment option.

For accounts receivable from students, Aspen records an allowance for doubtful accounts for estimated losses resulting from the inability,
failure or refusal of its students to make required payments, which includes the recovery of financial aid funds advanced to a student for
amounts in excess of the student’s cost of tuition and related fees. Aspen determines the adequacy of its allowance for doubtful accounts
using a general reserve method based on an analysis of its historical bad debt experience, current economic trends, and the aging of the
accounts receivable and student status. Aspen applies reserves to its receivables based upon an estimate of the risk presented by the age of
the receivables and student status. Aspen writes off accounts receivable balances at the time the balances are deemed uncollectible. Aspen
continues to reflect accounts receivable with an offsetting allowance as long as management believes there is a reasonable possibilityO倀� by th  ounts receiceivable freivable vable  t� oun as miceirele vကicppveeabit’ont’cat’ tere e rere s�abit’eftting le t
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

April 30, 2016 and 2015
 

Costs incurred to develop internal-use software during the preliminary project stage are expensed as incurred. Internal-use software
development costs are capitalized during the application development stage, which is after: (i) the preliminary project stage is completed;
and (ii) management authorizes and commits to funding the project and it is probable the project will be completed and used to perform the
function intended. Capitalization ceases at the point the software project is substantially complete and ready for its intended use, and after
all substantial testing is completed. Upgrades and enhancements are capitalized if it is probable that those expenditures will result in
additional functionality. Amortization is provided for on a straight-line basis over the expected useful life of five years of the internal-use
software development costs and related upgrades and enhancements. When existing software is replaced with new software, the
unamortized costs of the old software are expensed when the new software is ready for its intended use.

Leasehold improvements are amortized using the straight-line method over the shorter of the lease term or the estimated useful lives of the
assets.

Upon the retirement or disposition of property and equipment, the related cost and accumulated depreciation and amortization are removed
and a gain or loss is recorded in the consolidated statements of operations. Repairs and maintenance costs are expensed in the period
incurred.

Courseware

The Company records the costs of courseware in accordance with Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) Topic 350 “Intangibles - Goodwill and Other”.

Generally, costs of courseware creation are capitalized whereas costs for upgrades and enhancements are expensed as incurred. Courseware
is stated at cost less accumulated amortization. Amortization is provided for on a straight-line basis over the expected useful life of five
years.

Long-Lived Assets

The Company assesses potential impairment to its long-lived assets when there is evidence that events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Events and circumstances considered by the Company in determining whether
the carrying value of identifiable intangible assets and other long-lived assets may not be recoverable include, but are not limited to:
significant changes in performance relative to expected operating results, significant changes in the use of the assets, significant negative
industry or economic trends, a significant decline in the Company’s stock price for a sustained period of time, and changes in the
Company’s business strategy. An impairment loss is recorded when the carrying amount of the long-lived asset is not recoverable and
exceeds its fair value. The carrying amount of a long-lived asset is not recoverable if it exceeds the sum of the undiscounted cash flows
expected to result from the use and eventual disposition of the asset. Any required impairment loss is measured as the amount by which the
carrying amount of a long-lived asset exceeds fair value and is recorded as a reduction in the carrying value of the related asset and an
expense to operating results.

Refunds Due Students

The Company receives Title IV funds from the Department of Education to cover tuition and living expenses. Until forwarded to the
student, this amount is recorded in a current liability account called Refunds Due Students. Typically, the funds are paid to the students
within two weeks.
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

April 30, 2016 and 2015
 

General and Administrative

General and administrative expenses include compensation of employees engaged in corporate management, finance, human resources,
information technology, academic operations, compliance and other corporate functions. General and administrative expenses also include
professional services fees, bad debt expense related to accounts receivable, financial aid processing costs, non-capitalizable courseware and
software costs, travel and entertainment expenses and facility costs.

Legal Expenses

All legal cost for litigation are charged to expense as incurred.

Income Tax

The Company uses the asset and liability method to compute the differences between the tax basis of assets and liabilities and the related
financial amounts. Valuation allowances are established, when necessary, to reduce deferred tax assets to the amount that more likely than
not will be realized. The Company has deferred tax assets and liabilities that reflect the net tax effects of temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. Deferred tax
assets are subject to periodic recoverability assessments. Realization of the deferred tax assets, net of deferred tax liabilities, is principally
dependent upon achievement of projected future taxable income.

The Company records a liability for unrecognized tax benefits resulting from uncertain tax positions taken or expected to be taken in a tax
return. The Company accounts for uncertainty in income taxes using a two-step approach for evaluating tax positions. Step one,
recognition, occurs when the Company concludes that a tax position, based solely on its technical merits, is more likely than not to be
sustained upon examination. Step two, measurement, is only addressed if the position is more likely than not to be sustained. Under step
two, the tax benefit is measured as the largest amount of benefit, determined on a cumulative probability basis, which is more likely than
not to be realized upon ultimate settlement. The Company recognizes interest and penalties, if any, related to unrecognized tax benefits in
income tax expense.
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

April 30, 2016 and 2015
 

Net Loss Per Share

Net loss per common share is based on the weighted average number of common shares outstanding during each period. Options to
purchase 18,126,102 and 14,426,412 common shares, warrants to purchase 23,916,272 and 28,871,757 common shares, and $350,000 and
$650,000 of convertible debt (convertible into 907,143 and 1,207,143 common shares, respectively) were outstanding during the years
ended April 30, 2016 and 2015, respectively, but were not included in the computation of diluted loss per share because the effects would
have been anti-dilutive. The options, warrants and convertible debt are considered to be common stock equivalents and are only included in
the calculation of diluted earnings per common share when their effect is dilutive.

Segment Information

The Company operates in one reportable segment as a single educational delivery operation using a core infrastructure that serves the
curriculum and educational delivery needs of its online students regardless of geography. The Company's chief operating decision makers,
its CEO and Chief Academic Officer, manage the Company's operations as a whole, and no revenue, expense or operating income
information is evaluated by the chief operating decision makers on any component level.

Recent Accounting Pronouncements

Financial Accounting Standards Board, Accounting Standard Updates which are not effective until after April 30, 2016, are not expected to
have a significant effect on the Company’s consolidated financial position or results of operations.

ASU 2014 – 09:

In June 2014, FASB issued Accounting Standards Update (“ASU”) No. 2014-09, “Revenue from Contracts with Customers”. The update
gives entities a single comprehensive model to use in reporting information about the amount and timing of revenue resulting from
contracts to provide goods or services to customers. The proposed ASU, which would apply to any entity that enters into contracts to
provide goods or services, would supersede the revenue recognition requirements in Topic 605, Revenue Recognition, and most industry-
specific guidance throughout the Industry Topics of the Codification. Additionally, the update would supersede some cost guidance
included in Subtopic 605-35, Revenue Recognition – Construction-Type and Production-Type Contracts. The update removes
inconsistencies and weaknesses in revenue requirements and provides a more robust framework for addressing revenue issues and more
useful information to users of financial statements through improved disclosure requirements. In addition, the update improves
comparability of revenue recognition practices across entities, industries, jurisdictions, and capital markets and simplifies the preparation of
financial statements by reducing the number of requirements to which an entity must refer. The update is effective for annual reporting
periods beginning after December 15, 2016, including interim periods within that reporting period. This updated guidance is not expected to
have a material impact on our results of operations, cash flows or financial condition.

ASU 2015-03

In April 2015, the Financial Accounting Standards Board issued Accounting Standards Update No. 2015-03, "Simplifying the Presentation
of Debt Issuance Costs," which changes the presentation of debt issuance costs in financial statements.  Under this guidance such costs
would be presented as a direct deduction from the related debt liability rather than as an asset. This guidance is effective for interim and
annual reporting periods beginning after December 15, 2015.  This ASU did not have a material impact on its consolidated financial
statements.  
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

April 30, 2016 and 2015
 

Note 6. Courseware

Courseware costs capitalized were $90,624 and $143,753 for the years ended April 30, 2016 and 2015 respectively.  During September
2015, $1,970,670 of fully amortized courseware was written off against the accumulated amortization.  There was no expense impact to
this write-off.

Courseware consisted of the following at April 30, 2016 and April 30, 2015:

  April 30,   April 30,  
  2016   2015  
Courseware  $ 319,267  $ 2,247,790 
Accumulated amortization   (124,335)  (2,074,479)
Courseware, net  $ 194,932  $ 173,311 

Amortization expense of courseware for the years ended April 30, 2016 and 2015:

  For the  
 

 
Years Ended

April 30,  
  2016   2015  
       
Amortization Expense  $ 69,003  $ 79,323 

The following is a schedule of estimated future amortization expense of courseware at April 30, 2016:

Year Ending April 30,    
2017  $ 57,271 
2018   49,182 
2019   47,709 
2020   33,867 
2021   6,903 
Total  $ 194,932 

Note 7. Accrued Expenses

Accrued expenses consisted of the following at April 30, 2016 and 2015:

  April 30,  
  2016   2015  
       
Accrued compensation  $ 91,070  $ 95,344 
Accrued Interest   71,214   57,887 
Other accrued expenses   14,690   20,432 
Accrued expenses  $ 176,974  $ 173,663 

Note 8. Loan Payable Officer – Related Party

On June 28, 2013, the Company received $1,000,000 as a loan from the Company’s Chief Executive Officer. This loan was for a term of 6
months with an annual interest rate of 10%, payable monthly. Through various note extensions, the debt was extended to May 31, 2017.
There was no accounting effect for these extensions.
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

April 30, 2016 and 2015
 

Note 9. Convertible Notes, Convertible Notes – Related Party and Debenture Payable

On February 25, 2012, February 27, 2012 and February 29, 2012, loans payable of $100,000, $50,000 and $50,000, respectively, were
converted into two-year convertible promissory notes, bearing interest of 0.19% per annum. Beginning March 31, 2012, the notes were
convertible into common shares of the Company at the rate of $1.00 per share. The Company evaluated the convertible notes and
determined that, for the embedded conversion option, there was no beneficial conversion value to record as the conversion price is
considered to be the fair market value of the common shares on the note issue dates. These loans (now convertible promissory notes) were
originally�Ԁe





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

April 30, 2016 and 2015
 

Future maturities of notes payable as of April 30, 2016 are as follows:

Year TAHUd90Ue 9(







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

April 30, 2016 and 2015
 

Return of Title IV Funds

An institution participating in Title IV Programs must correctly calculate the amount of unearned Title IV Program funds that have been
disbu