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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
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(Mark One)
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EXCHANGE ACT OF 1934
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or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

Commission File Number: 001-34272
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None
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Securities registered pursuant to SectR(b) of the Act:

(Name of Each Exchange on Which Registere
(Title of Each Class)

Common Stock, $0.01 par val New York Stock Exchang

Securities registered pursuant to SectR(g) of the Act:
None

Indicate by check mark if the registresna wel-known seasoned issuer, as defined in Rule 405e08#turities Act. Yed No X



Indicate by check mark if the registranot required to file reports pursuant to Secfi8ror Section 15(d) of the Act. Ydd No X

Indicate by check mark whether the regrgt(1) has filed all reports required to be filgdSection 13 or 15(d) of the Securities Exchafgeof 1934 during the preceding 12 months
(or for such shorter period that the registrant veagiired to file such reports), and (2) has besdsjest to such filing requirements for the past@@s. YesX No O

Indicate by check mark whether the regrgthas submitted electronically and posted oodtporate Web site, if any, every Interactive Diite required to be submitted and posted
pursuant to Rule 405 of Regulation S-T (§232.408hisf chapter) during the preceding 12 monthsdostich shorter period that the registrant wasireduo submit and post such files).
Yes O No O

Indicate by check mark if disclosure efidquent filers pursuant to Item 405 of Regulat®# (8§ 229.405 of this chapter) is not containecein, and will not be contained, to the best
of registrant's knowledge, in definitive proxy afarmation statements incorporated by referend®airt 111 of this Form 10-K or any amendment to theem 10-K. Yes[ No O

Indicate by check mark whether the registis a large accelerated filer, an accelerated & non-accelerated filer, or a smaller repgrttompany. See the definitions of "large
accelerated filer," "accelerated filer" and "smatlgporting company" in Rule 12b-2 of the ExchaAgé (Check one):

Large accelerated fileEl Accelerated filerx Non-accelerated fileld Smaller reporting compania
(Do not check if a
smaller reporting compan

Indicate by check mark whether the regrstis a shell company (as defined in Rule 12hth@ Exchange Act). Ye§d No

The aggregate market value of the vosilogk held by non-affiliates of the registrant &3une 30, 2010, the last business day of thetraegits second fiscal quarter, was
approximately $310.7 million, based on the cloginige reported on such date by the New York StacthEnge of the registrant's common stock. Sharesrafmon stock held by officers
and directors and holders of 10% or more of thetanting common stock have been excluded fromatmeilation of this amount because such personshealeemed to be affiliates. This
determination of affiliate status is not necesgaitonclusive determination for other purposes.

As of February 25, 2011, the number dstanding shares of the registrant's common stak58,119,083.
Documents Incorporated by Reference
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Special Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K containgaia "forward-looking statements” within the meagiof Section 27A of the Securities Act
of 1933, as amended (the "Securities Act"), andi@e@1E of the Securities Exchange Act of 1934amended (the "Exchange Act"). All
statements other than statements of historicalnfagt be forward-looking statements. Such forwankiog statements include, among others,
those statements regarding future events and fudgrdts of Bridgepoint Education, Inc. (the "Comypd "Bridgepoint,” "we," "us" or "our")
including, without limitation, statements regarding

. our value proposition to students; competitiverafssur tuition;

. ability to continue to transfer credits from otliestitutions; ability to maintain and improve theatjty of our education;
. management of future growth and scalability;

. development of military and corporate chann

. estimates of new hires; proposed new progr:

. expectations that we can effectively manage théebas within the regulatory environment;

. expectations regarding enrollments, financial pasjtresults of operations and liquidity;

. projections, predictions, expectations, estimatdsr@casts as to our business, financial and dipei results and futur

economic performance;
. management's goals and objectives; and
. other similar matters that are not historical fa

potential,” "continue," "expe¢tsanticipates,” "future," "intends,
estimates” and similar expressionsyel as statements in the future tense, identifywfrd-looking statements.

Words such as "may," "should," "could," 'id," "predicts,
"believes," "

plans,"

Forward-looking statements should not lterpreted as a guarantee of future performancesaits and will not necessarily be accurate
indications of the times at, or by, which such perfance or results will be achieved. Forward- lagkstatements are based on information
available at the time those statements are madarantianagement's good faith belief as of that tistle respect to future events and are
subject to risks and uncertainties that could caseal performance or results to differ materilgm those expressed in or suggested by the
forward-looking statements. Important factors ttmild cause such differences include, but areimiteld to:

. our inability to adequately resolve the findingslaacommendations of the final audit report of th&. Department ¢
Education's Office of Inspector General ("OIG");

. the imposition of fines or other corrective measwagainst our academic institutions;

. our failure to comply with the extensive regulatfnrgmework applicable to its industry, includingl&ilV of the Highet
Education Act and its regulations, state laws agdilatory requirements and accrediting agency remeénts;

. adverse regulatory changes affecting our industry;
. our inability to continue to develop awareness agnom recruit and to retain studer
. competition in the postsecondary education mankétits potential impact on our market share, reéicrgiicost and tuition rate
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. reputational and other risks related to potentiahgliance audits, regulatory actions, negative ipitpplor service disruptions;
. our ability to attract and retain the personneldegkto sustain and grow its busine

. our inability to develop new programs or expanceitisting programs in a timely and cost-effectivenmer;

. economic or other developments potentially impactemand in our core disciplines or the availabiit cost of Title IV or

other funding;

. other factors discussed in Part I, Item 1A, "Riskters,"” and in other reports we may file with 8exurities and Exchan
Commission from time to time; and

. those factors set forth in Part 11, Iltem 7, "Managat's Discussion and Analysis of Financial Conditind Results ¢
Operations."

Forward-looking statements speak only abefdate the statements are made. You shouldutetplue reliance on any forward-looking
statements. We assume no obligation to update fdreaking statements to reflect actual resultgngfes in assumptions or changes in other
factors affecting forward-looking information, exteo the extent required by applicable securiaess. If we do update one or more forward-
looking statements, no inference should be drawhwre will make additional updates with respedhimse or other forward-looking
statements.




Table of Contents

PART |
Item 1. Business.
BUSINESS
Overview

We are a provider of postsecondary educat@vices. Our regionally accredited academidgtirigins offer associate's, bachelor's, mas
and doctoral programs in the disciplines of busneducation, psychology, social sciences andhsaieénces. Our institutions deliver
programs online as well as at traditional camplsested in Clinton, lowa, and Colorado Springs,atatio. As of December 31, 2010, our
institutions offered approximately 1,345 coursdsdégree programs and 134 specializations. We h@9Z students enrolled in our
institutions as of December 31, 2010.

We have designed our offerings to have kayrcharacteristics that we believe are importastudents:

. Affordability —our tuition falls within Title IV loan limits

. Transferability—our universities accept up to 99 prior credits;

. Accessibility—our online delivery model makes our education ises/accessible to a broad segment of the popojaiad

. Heritage—our institutions' respective histories as tradigiloumniversities provide a sense of familiarity,caoection to a stude

community and a campus-based experience for bditeoand campus students.

We believe these characteristics creatttaactive and differentiated value propositiondar students. In addition, we believe this value
proposition expands our overall addressable mémkenabling potential students to overcome thelehgés associated with cost,
transferability of credits and accessibility; fastéhat frequently discourage individuals from pimg a postsecondary degree.

We are committed to providing a high-quyaéitlucational experience to our students. We hammrgprehensive curriculum development
process, and we employ qualified faculty membeth gignificant academic and practitioner credesti#e conduct ongoing faculty and
student assessment processes and provide a bragdbstudent services. Our ability to offer a lityaxperience at an affordable price is
supported by our efficient operating model, whicllges us to deliver our programs, as well as niaokeecruit and retain students, in a cost-
effective manner.

In January 2004, our principal investor,ridag Pincus Private Equity VIII, L.P., ("Warbur@nBus"), and our CEO and President,
Andrew Clark, as well as several other memberaiotcarrent executive management team, launchedy8pioint Education, Inc. to establish a
differentiated postsecondary education provider.

In March 2005, we acquired the assets @f Hfanciscan University of the Prairies, locate@limton, lowa, and renamed it Ashford
University. Ashford University was founded in 194 the Sisters of St. Francis. Ashford Universiffeis four associate's programs, 59
bachelor's programs and six master's programsidimg numerous specializations within these progtdmSeptember 2007, we acquired the
assets of the Colorado School of Professional Réggk, located in Colorado Springs, Colorado, aethmed it the University of the Rockies.
The University of the Rockies was founded in 1988 University of the Rockies offers one mastents @ne doctoral program of psychology,
each having multiple specializations within thegreom.

The majority of our current executive magragnt team was in place at the time we acquiredotdfuniversity. As a result, we were able
to begin implementing processes and technologies to
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prepare for the launch of an online education offgto serve a large student population immediaaétigr the acquisition.

Our institutions are accredited by the Highearning Commission of the North Central Asstiaiaof Colleges and Schools (the "Higher
Learning Commission"). Ashford University receiviesimost recent 10-year reaccreditation in 200& Whiversity of the Rockies received a
seven-year reaccreditation in 2008.

Our Competitive Strengths
Attractive, differentiated value proposition forwdents

We have designed our educational modetdwige our students with a superior value propositelative to other educational alternatives
in the market. We believe our model allows us teaat more students, as well as to target a brosefgnent of the overall population. Our
value proposition is based on the following:

. Affordable tuition. We structure the tuition for our programs to ledotw Title IV loan limits, permitting students wido not
otherwise have the financial means to pursue anatidun the ability to gain access to our progra¥ds.believe that removing
the financial burden of obtaining incremental ptévbbans, or making significant cash tuition paytsemhile pursuing a
postsecondary education, not only permits moreestistto access our programs but also enables $sumefiocus more on their
coursework and on program completion while in sthée also recognize that private loans are inéngds difficult to obtain,
which can prevent academically qualified studerasfpursuing an education at institutions with leigtuition and fees.

. High transferability of credits. Based on our research, we believe we are oni& pbstsecondary education institutions in the
United States, and the only for-profit providemtthhccepts up to 99 transfer credits for a baclseliegree program. Many adult
students have completed some postsecondary edueaibhave credits which they would like to transbea new degree
program, but are often prevented from doing sagtineincreasing the time and expense incurredro &aegree. This situation
is common among military personnel who, as of Ddmm31, 2010, comprised 18.6% of our total enrofim&/e believe
students should receive credit for their prior warld, as such, we have worked closely with ourealitng agencies to obtain
the right to accept a high level of transfer credtased on a recent review of our fully admittadergraduate students,
approximately 70% transferred in credits, and 44%hase who transferred in credits transferreddrcgedits or more.

. Accessible educational mod Our online delivery model, weekly start dates aachmitment to affordability and tt
transferability of credits make our programs higatgessible. Our online platform has been desi¢tmeeéliver a quality
educational experience while offering the flexilgiland convenience that many students requireicpéatly working adults. As
of December 31, 2010, 99% of our students weretpkiasses exclusively online. Our weekly starts/jole students with
significant flexibility to structure their coursetseedule around their other personal and profeska@mamitments.

. Heritage as a traditional university with a cam-based student communi We believe that a strong sense of community
the familiarity associated with a traditional caregnvironment are important to recruiting and retej students and
differentiate us from many other online providékte encourage our online students to follow actgitbon our campuses,
including Ashford University's 17 National Assodiat of Intercollegiate Athletics ("NAIA") athletiteams, our student clubs
and our student projects with our campuses' lomainaunities. Additionally, all online student actiyiincluding completing
coursework and seeking support
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services, is initiated through each university'mbpage, which also highlights campus activitiesluiding athletic and social
events. As a result, students have the opporttmibpecome more connected to their fellow studemdsta develop a stronger
connection with our institutions. Additionally, vield graduation ceremonies at our Ashford Univgrsémpus for both online
and campus-based students. Of the 2010 gradudtdtis95% of the students participating in the cerey were graduating
from online programs.

Commitment to academic quality

We are committed to providing our studenmith a rigorous and rewarding academic experiewtich gives them the knowledge and
experience necessary to be contributors, educatmrdeaders in their chosen professions. We seglatotain a high level of quality in our
curriculum, faculty and student support servicdxfavhich contribute to the overall student expece. Our curriculum is reviewed annually
to ensure that content is refined and updated @sssary. Our faculty members have over 10 yearsstiiictional experience on average, and
all hold graduate degrees in their respective ieiffinstruction and typically have relevant préatier experience. We provide extensive
student support services, including academic, adinitiive and technology support, to help maxintiee success of our students. Additionally,
we monitor the success of our educational deliypeogesses through periodic faculty and studentsassents. We believe our commitment to
quality is evident in the satisfaction and dematstt proficiency of our students, which we meastithe completion of every course.

Cost-efficient, scalable operating model

We have designed our operating model todseefficient, allowing us to offer a quality educat@rexperience at an affordable tuition |
while still generating attractive operating margi@sir management team has relied upon its experieith other online education models to
develop processes and employ technology to enttaraefficiency and scalability of our business mo@eir processes and related
technologies allow us to efficiently meet our stotdéinstructional support services needs and éoue our marketing, recruiting and retention
strategy. These processes and related technoleggse our management team to operate the busffestively and to identify areas for
opportunity to refine the model further. Additiolyalwe have developed our operating model to bé&abtain order to support a much larger
student population than is currently enrolled.

Experienced management team and strong corporatkure

Our management team possesses extensigaenge in postsecondary education, in many caghother large online postsecondary
providers. Prior to launching Bridgepoint Educatiémdrew Clark, our CEO and President, served masenanagement positions at such
institutions for 12 years and has significant eiqreze with online education businesses. The otlenbers of our executive management team
also bring a combination of academic, operatioleghnological and financial expertise that we hibas been critical to our success. The
continuity of our executive management team denmnatest the strong relationship between functionedgmwithin our business and the team's
belief in the potential of our business model. Aiddially, our executive management team has bagoatito establishing and maintaining our
corporate culture during our rapid growth. Our grdtis based on four core values: integrity, efféesvice and accountability. We believe tt
values (i) have allowed us to create an environrtie&itmakes us a sought-after employer for prodesds within our industry and (ii) have
contributed to the strong relationships we mainteith each of our regulatory and accrediting ages.ci

5




Table of Contents
Our Growth Strategies
Focus on high-demand disciplines and degree progeam

We seek to offer programs in disciplinesvimich there is strong demand for education andifségnt opportunity for employment. Our
current program portfolio includes offerings at #ssociate's, bachelor's, master's and doctomkl@vthe disciplines of business, education,
psychology, social sciences and health sciencedoWléev a defined process for identifying new degmogram opportunities which
incorporates student, faculty and market feedbaskyell as macro trends in the relevant disciplitegvaluate the expected level of demand
for a new program prior to developing the conterd mnarketing it to potential students. Based oanree 2009 National Center for Education
Statistics report, programs in our disciplines espnt 85% of total bachelor's degrees conferrealllpostsecondary institutions in 2007-2008.

Increase enrollment in our existing programs throlignvestment in marketing, recruiting and retentic

We have invested significant resourcesewetbping processes and implementing technoloygsatlow us to effectively identify, recruit
and retain qualified students. We intend to corgtituinvest in marketing, recruiting and retentan to expand our enrollment advisor
workforce to increase enrollment in our existinggnams. Our proprietary customer relations manageme CRM, system and related
processes allow us to effectively track potent@klrstudents that have expressed an interest istagumndary education. Additionally, our
superior value proposition allows us to differetgiaur educational offering to potential studef@sce a student enrolls in our programs, we
provide consistent, ongoing support to assist théeht in acclimating to the online environment &madddress challenges that arise in order to
increase the likelihood that the student will pgtrfirough graduation. We also intend to contirmuéetvelop our brand recognition through
marketing efforts to students and employers.

Expand our portfolio of programs and specializatise

We intend to continue to expand our insitius' academic offerings to attract a broaderipomf the overall market. In addition to adding
new programs in high-demand disciplines, we inteneinhance our institutions' programs through thaiteon of more specializations.
Specializations are used to create an offeringishiailored to the specific objectives of a studarpulation and, therefore, is more attractive to
potential students interested in a particular pogrAs a result, the addition of specializatiormesents a cost-effective way both to expand
our target market and to further enhance the difféation of our programs in that market. Additibpave intend to expand the portfolio of ¢
institutions' master's and doctoral degree prograomssistent with our commitment to a quality acageoffering, and to pursue graduate
students because we believe they represent antatraegment of the population.

Further develop strategic relationships in the ntdry and corporate channels

We intend to broaden our relationships wiilitary and corporate employers, as well as safkitional relationships in these channels.
Through our dedicated channel development teamsrevable to cost-effectively target specific segtmef the market, as well as better
understand the needs of students in these segstettiat we can design programs that more closeét their needs. We believe our value
proposition is attractive to potential studentghese markets. In the military segment, individuabsy frequently change locations or may seek
to complete a program intermittently over the cewtseveral years. In the corporate channel, eygpdovalue our traditional campus heritage,
while our affordability allows employer tuition mbursement to be used more efficiently.
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Deliver measurable academic outcomes and a pos#iuelent experienc

Our institutions are committed to offeriaug educational solution that supports measuralaldesic outcomes, thereby allowing our
students to increase their probability of succegsbeir chosen profession. We use a comprehensivese development program, as well as
tools and ongoing assessments to define the desitedmes for a course, to design the course teett¢hese outcomes and to measure each
student's progress towards achieving these outcamtgey progress through a course. Our onlinéophatsupports this objective as we are
able to monitor each student's action in an ordm#&se. Additionally, our students benefit from gti®ng sense of community that exists from
being associated with a traditional campus andestudommunity, including the related student atigsi We believe our combination of
measurable outcomes and a positive experiencepigrtamt to helping students persist through gradnat

Approach to Academic Quality
Rigorous curricula

We are committed to offering academicaliyprous curricula, which provide students the krexge and skills necessary to be successful
in their respective professions. Our institutiong’ricula are developed to ensure a consisterlt-diglity learning experience for all students.
Faculty and subject matter experts design oura@uleito emphasize the requisite professional kndgdeand skills that our students will need
following graduation. Our institutions' programslarurricula are continuously monitored and undesgular reviews to ensure their quality,
efficacy and relevance.

Qualified faculty

Faculty members are selected based upateatda credentials, prior teaching experience amtbpaance in faculty orientation and in the
classroom. Our faculty members have more than afsyaf instructional experience on average, andaddl graduate degrees in their
respective fields of instruction and typically haeéevant practitioner experience. As of Decemier2®10, we had approximately 2,900
adjunct faculty members and 60 ftilhe campus faculty members. All of our faculty niers have earned a graduate degree, and of they!
members teaching graduate courses, 88% at Ashfioirceks$ity and 100% at University of the Rockies é@arned doctoral degrees.

All faculty members participate in an exgime initial interview and orientation. Online fagucandidates must participate in three weeks
of online training to understand the instructiodesign of our courses, our online platform andh@acexpectations. The online environment
that we use to train and evaluate candidates igrms to replicate the learning experience of tudents, as well as provide a platform for the
candidates to demonstrate their competence asi@tsts.

Faculty members participate in ongoing essfonal development, as well as regional facete-meetings designed to ensure appropriate
levels of faculty engagement and student learring.instructional specialists are a team of facoigmbers who assess the performance ¢
provide feedback to our online faculty to ensurelifynand consistent delivery across all of ourgveons. Our instructional specialists evaluate
online faculty on their ability to:

. motivate and engage students in active and positalegue;

. respond promptly to students and provide neededrégp;

. establish clear expectations and outcomes thattaiaiacademic standarc
. provide constructive criticism;

. advance written communication skills;

. establish trust among the community of studentd;
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. inspire an atmosphere of sincerity and encouragemen
We believe our instructional specialists serveiticat role in allowing us to deliver a quality ezhtion to our students.

We believe that supporting faculty in ctassn duties, as well as in their professional depelent, is an integral component to the suc
of our students. We place significant emphasisuppsrting and rewarding faculty for quality teaaghgnd have implemented programs
designed to provide necessary faculty support. kivigl@y faculty mentors to acclimate new instructimrsur online platform and instructional
model, and we employ teaching assistants to dssigity members in certain online undergraduatesesl Faculty members are encouraged to
be active in their field by presenting at natioc@hferences, conducting research, writing and fojiirofessional organizations. Additionally,
faculty members may earn recognition for excellesiggh as earning acceptance into the Ashford UsityelProvost's Circle or Teaching
Academy or by receiving formal faculty recognitiawards.

We believe providing a supportive commuifiétiyour faculty is critical to the success of stitutions. Accordingly, we foster a sense of
community among our online and our campus fachitgugh in-person gatherings, as well as online canity building. We hold regional
faculty meetings two to four times per year whelefaour online faculty from a specific region drevited to gather to discuss experiences,
best practices and effective teaching approaches.

Consistent delivery

We use standard curricula, texts and siyéabh time a given course is taught to ensureistemey in delivery. The course sequences we
offer are standardized in a given program to enebtesistent delivery. Courses have clear, condistgectives which enable us to measure
learning outcomes every time a course is given.itkadhlly, standard course student assessment i@latare used to guarantee a consistent
approach. Our uniform content, course objectivesegsment process and course sequences allowarssistently deliver our programs to a
large student population.

Effective student service

Each student is provided a dedicated sugpam to assist in pursuing academic objectivemri€ial aid and student services personnel
help each new student evaluate financial servitegand provide assistance in reviewing prioditseand planning scheduled classes. Each
student is also assigned a teaching assistang &einning of matriculation to serve as a persamgiing coach and is offered access to writing
skills assistance, tutoring services and libraspteces.

Academic assessment and oversi

An academic leadership team and eachutistits board of trustees provide oversight to emgloe academic integrity of all program
offerings. Academic quality is measured and asskisgeur faculty and monitored by our instructiogpécialists and assessment staff. In ¢
to measure the efficacy of our programs, we hay#dmented a technologically-enabled assessmentirtiatellows for continuous
assessment, thoughtful review and revision of @sivghen necessary. Faculty performance is routieeigwed by our instructional speciali
to assess the quality of the student learning ésipes.

Surveys

We use internal and external surveys toitaothe quality of our academic programs and stti@gperience. In the past 11 student
satisfaction surveys we have conducted, 96% inglittitey would recommend Ashford University to otheeeking a degree. Additionally, in
Ashford University's 2010
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alumni survey which we conducted, 99% of workingnahi participating in the survey felt their eduoatiprepared them for their current
occupation, and 93% responded that they were igatisf very satisfied with Ashford University.

In the Noel-Levitz Student Satisfaction 8y, administered by an external source in thengpof 2010, Ashford University outperformed
the national online learners average with respetitdir college experience meeting their expeatatithe overall satisfaction of their
experience at Ashford University, as well as ifitleould enroll at Ashford University if given theportunity to do it over again.

Accreditation

Both of our institutions are accreditedthg Higher Learning Commission. Our continuing adiations are a testament to the quality of
our academic programs. Ashford University was oadly accredited in 1950 and received its mostme&8-year reaccreditation in 2006. The
University of the Rockies was originally accreditad2003 for five years and received a seven-yeaccreditation in 2008. For additional
information on the Higher Learning Commission vigip://www.ncahlc.org, or call 1-800-621-7440.

In September 2010, we announced that AdHflmiversity has initiated the process of seekigjanal accreditation from the Accrediting
Commission for Senior Colleges and Universitiethef Western Association of Schools and Collegesnkare information related to the
potential change in accreditation, see "Regulatidwwereditation—Potential change in primary instibutal accreditor for Ashford University"
below.

Curricula and Scheduling

As of December 31, 2010, our institutioffeir@d 71 degree programs and 134 specializati®pacialization areas are comprised of a
select number of courses within an existing progwerich supplement that program's required couiSpecialization areas focus on one are
study and may also be offered under the designaficoncentration, endorsement or track. We offegmams and specialization areas through
Ashford University's four colleges: the CollegeBafsiness and Professional Studies; the Collegelat&tion; the College of Liberal Arts; and
the College of Health, Human Services, and Scieaee;through the University of the Rockies' twoailh: the School of Organizational
Leadership and the School of Professional Psyclolog

Online courses are offered with weeklytsfates throughout the year except for two weeld o late December and early January.
Courses typically run five to six weeks, and alliises are offered in an asynchronous format, stesta can complete their coursework as
schedule permits. Online students typically eriroine course at a time. This focused approackaming allows the student to engage full
each course.

Our campus-based courses are typically oirls weeks and have one start per term, withttwfive terms per year. Undergraduate
campus-based students can enroll in up to six gogriicourses at a time and typically enroll imeaist four courses in a given semester.

Doctoral students, both online and campased, are required to participate in periodic sarsilocated on campus as well as compos
defend a dissertation on an approved topic.

Total credits required to obtain a degmeecansistent for online and campus-based progrAmassociate's degree requires 61 credits, a
bachelor's degree requires 120 credits, a madegtee typically requires a minimum of 33 creditéshford University and 39 credits at the
University of the Rockies. A doctoral degree atlthéversity of the Rockies requires a minimum ofd&dits.
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Program Development

Potential new programs and specializatamesdetermined based on proposals submitted bytyaamd staff and on an assessment of
overall market demand. Our faculty and academiddeship work in collaboration with our marketingute to research and select new prog!
that are expected to have strong market demanthanhdan be developed at a reasonable cost. Pregmameviewed by the appropriate
college and must also receive approval througmtitenal governance process at the relevant ingtriuti

Once a program is selected for developneestibject matter expert is assigned to work withaurriculum development staff to define
measurable program objectives. Each course ingrgmois designed to include learning activitied t#ddress the program objectives and
assess learning outcomes. A new program is reviéarepproval through the appropriate governanagtires. Following the approval,
online programs are conformed to the standardsioboline learning management system, and the rtiagkdepartment creates a marketing
plan for the program. In most cases, the time freoridentify, develop and approve a new prograapisroximately six months.

Assessment

Each institution has developed and impleeeia comprehensive assessment plan focused anstadrning and effective instruction.
The plans measure learning outcomes at the cquiegram and institutional levels. Learning outcormesunique to each institution and
demonstrate the skills that graduates should keetalidemonstrate upon completion of their respegihrogram. With the assistance of our
dedicated assessment team, our faculty routineljuates and revises courses and learning resobases upon outcomes and institutional
research data. Using direct and indirect measurtsnstadent performance is assessed on an ongagig o ensure student success. Both
Ashford University and the University of the Rockigave been accepted into the Higher Learning Casiari's Assessment Academy which
promotes a continuous improvement cycle in the afegsessment.

In addition to course and program assestneuar faculty's performance is continuously assedy our institutional specialists and by
results of student surveys at the completion oheaurse. The results of all of our assessmentipegcare reviewed by an assessment team,
and, based on their conclusions, recommendatiogsbaanade to add or modify our programs.

Student Support Services

To promote academic success, support ngests and enhance persistence, we offer a broayl @frservices that assist students at our
institutions. A majority of our student support\gees are accessible online, permitting convers&uident access. Our service infrastructure
includes academic, administrative, technology @ity services.

Academic

Students enrolling in an undergraduate f@anmgare given access to teaching assistants wike aerpersonal writing coaches and provide
feedback and guidance on academic matters. Wetostudents access to an online writing ceritet titilizes a virtual writing tutor and
provides sample essays, an automated referenceagnand tutorials on utilizing our online librafyor students with disabilities, we provide
appropriate educational accommodations throughdsability support services team.
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Administrative

We offer students access to our adminigsgatervices telephonically, as well as via thelinet. We believe online accessibility provides
the convenience and self-service capabilitiesdhastudents value. Each student is assigned afiraent advisor, a financial services advisor
and an academic advisor, who work together asm &l serve as a student's main point of conta@nEial service advisors work with
enroliment advisors to ensure that the studenh@ntially prepared to pursue their degree. Acadedvisors work with the student to evall
any past credits they have earned, to plan thgiredepath and to schedule their classes.

Technology

We provide online technology support tastssur students and faculty with technology-redatsues. Our internal technology support
team is available daily from 8:00 am EST to 10:@0BST. In addition, we provide our students witpsort 24 hours per day, seven days per
week to address common issues such as passwotsl aegequestions related to our learning managesysigm.

Library

We provide access to online and campuariés containing materials to assist students aadlty with research and instruction. Our
libraries satisfy the criteria established by thghdr Learning Commission for us to offer undergieté, master's and doctoral degree progi

Campus Operations

Ashford University is located on an aggtegaf over 160 acres in Clinton, lowa, across s#vecations. Since our acquisition of Ashford
University in March 2005, we have invested in ertiagn and expanding the physical infrastructurenef¢ampus, which currently includes
buildings used for academic, athletic, administiggthousing and student services. Throughout 20&Gxpanded the physical campus through
(i) the acquisition of additional infrastructurelie used as student housing, (ii) the completica éw athletic facility, including an artificial
turf soccer field and an outdoor track and (iig ticquisition of an indoor tennis center. In additiseveral buildings on campus were renov
and updated to support the increase in campusleremt, reflecting our commitment to the heritagatthshford University's physical campus
represents.

The University of the Rockies is locateddolorado Springs, Colorado. We have begun to impkg a plan to further enhance the
infrastructure of the University of the Rockies dadexpand classroom space to accommodate increasellinent at this institution.

Campus enrollments at our institutions w58 in the aggregate as of December 31, 2010. &Vevie that the continued growth of our
campus enrollment, our commitment to academic taiudent athletics and social activities and eamity involvement by students at our
campuses will continue to contribute to the hegtafthe institutions. As a result, we intend totioue to seek opportunities to invest in
developing our campus operations.
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Marketing, Recruiting and Retention
Marketing

We develop and participate in various mankgactivities to generate leads for prospectivelents and to build the Ashford University
and University of the Rockies brands. For our anbtudent population, we align ourselves with wogkadults, many of whom have already
completed some postsecondary courses and are gegkaccessible, affordable education from a queldtitution. In 2010, we implemented
new admissions policies that increased the miniragmto 22 for all online students at Ashford Unsitgtr The new policy was focused at
attracting more mature students with a greater ciomemt to completing their degrees. For our Ashfdrdversity campus-based student
population, we attract traditional college studetypically between the ages of 18 and 24.

Our leads are primarily generated frommmkources. Our main source of leads is third gartipe lead aggregators. We also purchase
keywords from search providers to generate onéaes directly, rather than acquiring them throwgtdlaggregators. Additionally, we have an
in-house team focused on generating online leadsigin search engine optimization techniques. lecséhstances, primarily for potential
campus-based students, we utilize print, televisiot radio media campaigns, as well as direct to@énerate leads.

We use print media, as well as trade shgpearances and sponsorships to enhance the braityl @Ashford University and the
University of the Rockies. These campaigns areghesi to increase awareness among potential stydififitsentiate us from other
postsecondary education providers, start dialogeeseen our enroliment advisors and potential stisgjenotivate existing students to re-
register and encourage referrals from existingesitsd

Our military and corporate channel relagioips are developed and managed by our channdbgevent teams. Our military development
specialists and corporate liaisons work with repnéstives in these organizations to demonstratguhéty, impact and value that our progre
can provide to individuals in the organizationsyadl as to the organizations themselves. We dlema trade shows and conferences to
communicate our value proposition to potential clepartners.

Military relationships. Ashford University offers tuition grants anddkdbenefits to members of the military, includirdige duty
members, veterans utilizing VA education beneRtational Guard members, reservists, civilian emeésyof the Department of Defense and
Coast Guard, spouses of active duty, National Gaaddreservists and immediate family members ingiz/A education benefits. University
of the Rockies offers tuition grants and book bigséd active duty members, reservists and memdfetse National Guard and extends book
benefits to veterans utilizing VA education bergfdivilian employees of the Department of Defesuseé Coast Guard, spouses of active duty,
National Guard and reservists and immediate famigynbers utilizing VA education benefits. In conjtioc with the 2009 Supplement
Appropriations Bill, which extends the G.I. Bill befits to the children of fallen soldiers, bothtingions began offering tuition grants and/or
book benefits to the children of military personmélo lost their lives while serving their countAdditionally, our institutions participate in t
G.l. Bill's Yellow Ribbon Education Enhancement ¢gham which allows colleges and universities to emt® dollar-for-dollar matching
agreements with the federal government to pay aegeeducational costs above those covered byade ®.1. Bill benefit. As of December
2010, 18.6% of our students were affiliated wité thilitary.

Ashford University is a Letter-of-Instruati school in the GoArmyEd program. We believe Latps facilitate the process by which
activeduty soldiers may apply for courses through Ashidniversity, which has a direct link to the GoArnty&eb site. Ashford University
also a U.S. Coast Guard SOCCOAST-4 member. Astjoidersity is part of more than 40 other colleged a
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universities in the SOCCOAST-4 degree network feririg bachelor degree programs to Coast Guarestadtheir adult family members and
Coast Guard civilian personnel. We plan to useghektionships to expand our educational offertogwilitary personnel.

Corporate relationships. We develop corporate relationships to offermiagrams to employees of large companies. Baselese
relationships, corporations make information ab&shford University and the University of the Rockigvailable to their employees. In
addition to our current corporate liaisons, we havetional corporate team to focus exclusivelparinering with corporations to address tl
respective company education initiatives and edorcaeimbursement programs.

Recruiting

We employ a team structure in our recrgitiperations. Each team consists of enrollmentsadsj financial service advisors and acad
advisors. Our teams provide a single point of occtraiad facilitate all aspects of enroliment anégmation of a prospective student into a
program of study. Our team structure promotes iiratiesiccountability among employees involved in tdgimg, recruiting, enrolling and
retaining new students.

All leads are managed through our propmne@RM system, which directs a lead for a prospecstudent to a recruiting team and assigns
an enrollment advisor within that team to servéhasprimary liaison for that prospective studenc® contact with the prospective student is
established, our enrollment advisors, along withabademic and financial service advisors, begiasaessment process to determine if our
program offerings match the student's needs arettbgs. Additionally, our enrollment advisors commitate other criteria, including
expected duration and cost of our programs, togarcts/e students. Through our proprietary systemsgnrollment advisors are able to
generate a comparison of tuition levels acrossompetitors in order for prospective students t&emaore informed decisions.

Each enrollment advisor undergoes a congm&kie training program that addresses our acadgffieiéngs, financial aid options, our
value proposition and the regulatory environmemlich we operate, including the restrictions ttegfulations impose on the recruitment
process. We place significant emphasis on regylatayuirements and encourage an environment af soimpliance. An enrollment advisor
typically does not achieve full productivity unfilur to six months after the advisor's date of .hire

As of December 31, 2010, 2009 and 2008employed 1,619, 1,175, and 749 enrollment advisespectively.
Retention

Providing a superior learning experiencevery student is a key component in retainingestiglat our institutions. We feel that our team-
based approach to recruitment and the robust stgdevices we provide enhances retention becausacbf student's interaction with their
contact in the team and the accountability inheirettie team structure. We also incorporate a syatie approach to contacting students at key
milestones during their enroliment, providing ena@ement and highlighting their progress. Additiarentact points include quarterly upde
on the school and campus life. There are frequersgmal interactions between academic advisorstmgnts which we view as a key
component to our retention strategy. Additionalgg, employ a retention committee that monitors pennce metrics and other key data to
analyze student retention rates, as well as theesaand potential risks for student drops. Alsostudent grievance department serves as a
neutral third party for students to raise any coms®r complaints. Such concerns and complaintthare elevated to the appropriate
department so we may proactively address any igsatestially impacting retention.
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Admissions

Our admissions process is designed to affeess to prospective students who seek the benéé postsecondary education. Ashford
University undergraduate students may qualify inows ways, including by having a high school diptoor a General Education Developrr
equivalent. Graduate level students at Ashford Ersity and the University of the Rockies are reegito have an undergraduate degree from
an accredited college and may be required to hawmianum grade point average or meet other critierigualify for admission to certain
programs.

Enroliment

We define enroliments as the number ofvadtudents on the last day of the financial repgnperiod. A student is considered an active
student if he or she has attended a class witleiptior 30 days unless the student has graduateweided us with a notice of withdrawal.

The following table summarizes our enrolfrtseas of December 31, 2010, 2009 and 2008:

December 31 December 31 December 31
2010 2009 2008

Doctoral 61€ 0.8% 42¢ 0.8% 112 0.2%
Master's 8,41« 10.€ 5,35(C 10.C 2,26¢ 7.2
Bachelor's 57,90¢ 74.5 41,57 77.4  26,34( 83.t
Associate' 10,72( 13.¢ 6,117 11.4 2,69¢ 8.€
Other* 23t 0.3 222 0.4 14C 0.4
Total 77,89: 100.% 53,68¢ 100.(% 31,55¢ 100.(%
Ashford University Online 75,24 96.€% 51,93¢ 96.7% 30,89: 97.%
Ashford University Campu 724 0.9 503 0.9 50C 1.€
University of the Rockies Onlin 1,79(C 2.3 1,112 2.1 29 0.1
University of the Rockies Camp 13t 0.2 137 0.3 137 0.4
Total 77,89 100.% 53,68¢ 100.(% 31,55¢ 100.(%
* Includes students who are taking one or more cewd us, but have not declared that they areyngsa specific

degree

As of December 31, 2010, 71% of our onBtwents were female, 50% have identified themsedgeminorities and the average age of
our online students was 35. We have online studemts all 50 states and from the District of Colueb

Tuition and Fees

The price of our institutions' courses garfbased upon the number of credits per coursk (mast courses representing three credits), the
degree level of the program and the discipline.tRer2010-2011 academic year (which began on Ju@10), our price per credit is $372 for
undergraduate online courses and ranges from $48882 for graduate online courses. Based on {seredit prices, our prices for a three-
credit course are $1,116 for undergraduate onlineses and range from $1,458 to $2,646 for graduatee courses. For the 2010-2011
academic year, we charge a fixed $7,860 "bloclotlitfor undergraduate campus-based students tddéhgeen 12 and 18 credits per
semester. For campus-based students taking mard &eredits, the cost is an additional $458 peditr For part time, campus-based students
taking 11 credits or less the cost is $458 peritr&dtal credits required to obtain a degree amsistent for online and campus-based
programs: an associate's degree requires 61 craditschelor's degree requires 120 credits; a nmdiegree typically requires
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a minimum of 33 credits at Ashford University arfl@edits at the University of the Rockies. A doataegree at the University of the
Rockies requires a minimum of 62 credits.

Revenue realized from tuition is reducedh®yamount of scholarships we award to our stisdér the years ended December 31, 2010,
2009 and 2008, we awarded institutional scholassbff$80.2 million, $42.8 million, and $14.7 milfiprespectively, to our students.

Tuition prices for students in our onlim@grams increased by an average of 5.0% for oud-2011 academic year which was compar
to the increase in the 2009-2010 academic yeatiofuincreases have not historically been, and natyin the future be, consistent across our
programs due to market conditions and differensexperating costs of individual programs. Tuition éur traditional campus-based programs
did not increase in the 2010-2011 academic yeaoampared to an increase of 2.5% in our 2009-2040exic year.

Seasonality

Our results of operations are generallyjesttlio seasonal trends. See Part Il, Item 7, "Mameent's Discussion and Analysis of Financial
Condition and Results of Operations—Factors AffegfComparability—Seasonality."

Student Financing
Our students finance their education atiestitutions through a combination of the followifinancing options:
Title IV programs

If a student attends any institution cegtifas eligible by the U.S. Department of Educaftbe "Department") and meets applicable
student eligibility standards, that student maiee grants and loans to fund their education updagrams provided for by Title IV of the
Higher Education Act. An institution participatiig Title IV programs must ensure that all programds are accounted for and disbursed
properly. To continue receiving program funds, stitd must demonstrate satisfactory academic potpesrd the completion of their
program of study.

In the years ended December 31, 2010, 2602008, Ashford University derived 85.0%, 85.59d 86.8%, respectively, and the
University of the Rockies derived 85.9%, 84.6% 80B%, respectively, of their respective reveniegdch case calculated on a cash basis in
accordance with applicable Department regulatifnash Title IV programs administered by the Depantine

FFEL and Federal Direct Loans. The Federal Family Education Loan (FFEL) anddfal Direct Loan Programs consist of two types of
loans: Stafford loans, which are either subsidimednsubsidized, and PLUS loans, which are madiga#leto graduate and professional
students, as well as parents of dependent underaeadtudents. The FFEL program was administerdduarded by private lenders and
guaranteed by federally recognized guaranty agsnaikich are then reimbursed by the DepartmenteRdegislation prohibits new federally-
guaranteed loans from being made under the FFEfr&@mcommencing July 1, 2010; instead, such loamddibe required to be made under
the Federal Direct Loan Program, which is descrifieddw. As of July 1, 2010, both of our institutsohad fully transitioned to the Federal
Direct Loan Program.

With a subsidized Stafford loan, the fetigmvernment pays the interest on the loan whigesttudent is in school and during grace periods
and any approved periods of deferment, until thdestt's obligation to repay the loan begins. Unislidesd Stafford loans are not based on
financial need, and are available to students whoal qualify for a subsidized Stafford loan, osome cases, in addition to a subsidized
Stafford loan. Loan funds are paid to us, and wiiin credit the student's account for tuition &k and disburse any amounts in excess of
tuition and fees to the student.
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Under the Stafford loan program, a depehdedergraduate student can borrow up to $5,50€h&first academic year, $6,500 for the
second academic year and $7,500 for each of thetahd fourth academic years. Students classidddependent, and dependent students
whose parents have been denied a PLUS loan forgmadiiate students, can obtain up to an additih@00 for each of the first and second
academic years and an additional $5,000 for eathecthird and fourth academic years. Studentslledrin graduate programs can borrow up
to $20,500 per academic year.

Pell. Under the Pell Program, the Department makastgito undergraduate students who demonstratecfadaneed. Effective July 1,
2008, the maximum annual grant a student can recgider the Pell Program is $4,731. Under the AL2088 reauthorization of the Higher
Education Act, students are able for the first titmeeceive Pell Grant funds for attendance onaa-yeund basis, and can potentially receive
more in a given year than the traditionally defimegiximum annual amount. For the 2010-2011 award ylea maximum Pell Grant award is
$5,550. Recent proposed legislation would also igefor automatic increases in the maximum amo@iedl Grant for which a student wot
be eligible, subject to federal appropriations.

Federal Work Study Program.Under the Federal Work Study Program, fedenadi§ are made available to pay up to 75% of theafos
part-time employment of eligible students, basedheir financial need, to perform work for the sohor for off-campus public or non-profit
organizations.

Non Title IV funding sources

Other funding sources consist of cash gtevoans, state grants, corporate reimbursemelitgmnbenefits and, in the case of the
University of the Rockies, institutional loans.the years ended December 31, 2010, 2009 and 2@08o@ University derived 15.0%, 14.5%
and 13.2%, respectively, and the University ofRoekies derived 14.1%, 15.4% and 19.2%, respewtie¢ltheir respective revenues (in each
case calculated on a cash basis in accordancapjiicable Department regulations) from these diineding sources.

Financial aid processing

We have engaged Affiliated Computer Semvi¢ec., or ACS, to provide call center and tratisaal processing services for the online
financial aid student populations at Ashford Unsigrand the University of the Rockies, includirensces related to disbursement eligibility
review and Title IV fund returns. We believe ougagement of ACS centralizes these processing ssrticimprove student financing
outcomes, and enhances our efforts to comply wiite TV rules and regulations. If our engagemenhvwACS were terminated, we would
handle these processing services using our ownimes® or engage another third party vendor.

Technology

We have created a scalable technology sy8tat is secure, reliable and redundant and pemoit courses and support services to be
offered online.

Online course delivery and management

We use the eCollege online learning platfgorovided by Pearson eCollege, a third-partysie and services provider, for our online
platform. The platform provides an online learningnagement system and provides for the storageagearent and delivery of course
content. The platform includes collaborative spdoestudent communication and participation withey students and faculty, grade and
attendance management for faculty and assessmeattitiies to assist us in maintaining quality. Bea eCollege hosts the software for us in
its data center to allow us to efficiently scale #pplications to meet the needs of our growingesitipopulation. Access to our systems is
provided through our student portals, an extensfavur individual university websites. These patate

16




Table of Contents

dynamic destinations for students to securely acpessonal information and services and also sEsweshicles for student communications,
activities and student support services.

Internal administration

We employ a proprietary CRM system for les@hagement, document management, workflow, analgtid reporting. Our CRM suite
enables rapid response to new leads. We believ€RM system is able to support the needs of ouinkas for the foreseeable future. We also
utilize an online application portal to acceptetate and process student applications.

We utilize CampusVue, a student informasgatem provided by Campus Management Corp., tag®atudent data (including grades,
attendance, status and financial aid) and to generxiodic management reports. This system irdegfavith our learning management system.

Infrastructure

Our core infrastructure and servers aratkxtin a secure data center at our corporate hagegs. All of our servers are on a scalable and
redundant meshed network. All systems and theocat®d data are included in a backup and recqdary. We currently use industry stand
servers and related equipment. We also have atelisasovery plan in place.

Student Community and Activities
Athletics

Our athletic teams at Ashford Universityrmgete as members of the Midwest Collegiate Conteramd the NAIA. We field teams as the
Ashford University Saints in men's baseball, baskibtbowling, cross country, golf, soccer, terausl track and field, and in women's
basketball, bowling, cross country, golf, socceftkall, track and field, tennis and volleyball.

Student organizations and activitie

Our students have the ability to participiata wide range of social and recreational a@wiand organizations, including Ashford
University's student-run newspaper and interesigsaanging from choir and fine arts to cheerlegdidditionally, we periodically have
influential corporate, political and academic le@den campus to speak to students on a varietypodd! issues.

Graduation

Ashford University held three ceremoniescampus in 2010 for students graduating from olinerand campus-based programs. In the
three combined ceremonies, we hosted approximdt880 family members and guests of 1,305 attengiiaduates. Of the students in
attendance, approximately 95% were graduating fsatime programs. We believe the opportunity toratta traditional graduation ceremony
on campus is an important component of recogniaurgonline students for their achievements. It glsvides online students with the
opportunity to further develop their connectiorumand to our broader student population.

Employees

As of December 31, 2010, we had approxima&®00 full time and adjunct faculty members. @djunct faculty are part-time employees
and we engage them on a course-by-course basignétdpculty are compensated a fixed amount persepuvhich varies among faculty
members based on each individual's experience ackjbound. In addition to teaching assignmentyyradjfaculty may also be asked to serve
on student committees, such as comprehensive eatiorirand dissertation committees, or assist witlrge development.
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As of December 31, 2010, we also employedenthan 3,900 non-faculty staff in university seeg, academic advising and academic
support, enrollment services, university admintitrg financial aid, information technology, hum@sources, corporate accounting, finance
and other administrative functions. None of our Exyges is a party to any collective bargainingiorilar agreement with us.

Competition

The postsecondary education market is hiffagmented and competitive, with no private oblpuinstitution representing a significant
market share. We compete primarily with public gndate degree-granting regionally accredited g@keand universities. Many colleges and
universities enroll working adults in addition taditional 18 to 24 yeawoid students. In addition, many of those collegas aniversities offer
variety of distance education and online initiasive

We believe that the competitive factorshia postsecondary education market include thevidtig:

. reputation of the college or university among stug@nd employers;
. qualified and experienced faculty;

. program costs

. relevant, practical and accredited program offesj

. regulatory approvals;

. convenient, flexible and dependable access to arogiand classes;
. relative marketing and selling effectivene

. the time necessary to earn a degree;

. level of student support services.

We expect to encounter increased competéa result of new entrants to the online edosatiarket, including traditional colleges and
universities that had not previously offered onlgaication programs.

Intellectual Property

Intellectual property is important to owrsiness. We rely on a combination of patents, dgpis, trademarks, service marks, trade secrets
domain names and agreements with third partiesai@gt our proprietary rights. In many instances, @urse content is produced for us by
faculty and other content experts under work-foeligreements pursuant to which we own the counseeit in return for a fixed development
fee. In certain limited cases, we license coursgerd from third parties on a royalty fee basis.

We have trademark and service mark registra and pending applications in the United Statesselect foreign jurisdictions. We also
own domain name rights to www.ashford.com, www.ash&du, www.ashforduniversity.edu, www.rockies.add
www.universityoftherockies.com, as well as otherdgoand phrases important to our business. We &laveapplied for patent protection in
United States for our Constellation technology.
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Environmental Matters

We believe our facilities are in compliaweg¢h federal, state and local laws and regulatitvas have been enacted or adopted regulating
the discharge of materials into the environmengtherwise relating to the protection of the enmirent. Compliance with these laws and
regulations has not had, and is not expected te,tawmaterial effect on our capital expendituresults of operations or competitive position.

Financial Information about Segments and Geographi@reas

We operate our business in one reportagesnt, and we have no foreign operations or aksetted outside of the United States. For
information about our revenues from external custicanmeasures of profits and losses and totalsassst our consolidated financial
statements which are included elsewhere in thigrtep

Executive Officers of the Registrant

The names of our executive officers andt thges, titles and biographies as of Februanl12are set forth below:

Name Age Position

Andrew S. Clark 45 CEO and President and Direc

Daniel J. Devine 46 Executive Vice President/Chief Financial Offic

Jane McAuliffe 44 Executive Vice President/Chief Academic Offit

Rodney T. Shen 44 Executive Vice President/Chief Administrative O#fit
Ross L. Woodari 45 Senior Vice President/Chief Marketing Offic

Charlene Dackerme 50 Senior Vice President of Human Resour

Thomas Ashbroo 46 Senior Vice President/Chief Information Offic

Diane L. Thompso! 55 Senior Vice President, Secretary and General Co!
Douglas C. Abtt 37 Senior Vice President/Strategy and Corporate Dgveémnt

Our executive officers are appointed byl serve at the discretion of, our board of direst&ach executive officer is a full-time
employee. There is no family relationship betweewy af our executive officers or directors.

Andrew S. Clarkas served as our Chief Executive Officer and ectlir since November 2003 and as our Presiderg iabruary 2009.
Mr. Clark also served from March 2005 to Deceml@#&on the Board of Trustees for Ashford Universityl currently serves on the
University of the Rockies Board of Trustees, whiehjoined in September 2007. Prior to joining ublovember 2003, Mr. Clark consulted
with several private equity firms examining the tsesondary education sector. Prior to 2003, MrriOhorked for Career Education
Corporation as Divisional Vice President of Opernasi and Chief Operating Officer for American Inteninental University in 2002. From
1992 to 2001, Mr. Clark worked for Apollo Groupgclr{University of Phoenix), where he served in @asi management roles, culminating in
his position as Regional Vice President for the Midst region from 1999 to 2001. Mr. Clark earnedvaB.A. from the University of Phoeni
and a B.A. from Pacific Lutheran University.

Daniel J. Devingoined us in January 2004 and currently servesiagrecutive Vice President/Chief Financial OfficErior to
Mr. Devine's appointment as Executive Vice Predinef Financial Officer in January 2011, Mr. Degiserved as our Senior Vice
President/Chief Financial Officer, from Novembe08Qntil December 2010, and as our Chief Finar@féiter, from January 2004 until
November 2008. Mr. Devine has over 20 years ofesditiance experience. From March 2002 to Decerib88, Mr. Devine served as t
Chief Financial Officer of A-Life Medical. From 1990 2000, Mr. Devine served in various managemast for Mitchell International Inc.
culminating in his
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position as Chief Financial Officer from 1998 ta0R0 From 1987 to 1993, Mr. Devine served in varioaagement roles for Foster Wheeler
Corporation, culminating in his position of divisial Chief Financial Officer from 1990 to 1993. Nlrevine earned a B.A. from Drexel
University and is a certified public accountant.

Jane McAuliffgoined us in July 2005 and currently serves asougcutive Vice President/Chief Academic OfficerioPto
Dr. McAuliffe's appointment as Executive Vice Pdesit/Chief Academic Officer in January 2011, Dr.Adtiffe served as our Senior Vice
President/Chief Administrative Officer, from Noveart2008 until December 2010, and as our Vice Peesidf Academic Affairs, from
September 2007 until November 2008. Dr. McAuliffeceserved as Chancellor/President of Ashford Usitsefrom July 2005 to December
2010. From 2003 to 2005, Dr. McAuliffe served asditent of Argosy University/Sarasota Campus iraSae, Florida. Prior to 2003,
Dr. McAuliffe served in various management roledunling Vice President for Academic Affairs at Arivan InterContinental University in
2002, and prior to that Dean, Associate Dean andrBm Director in the College of Education at thevdrsity of Phoenix from 1996 to 2002.
Dr. McAuliffe earned a Ph.D., M.A. and B.A. fromi&aona State University.

Rodney T. Sherjgined us in January 2004 and currently servesiagrecutive Vice President/Chief Administrativefiodr. Prior to
Mr. Sheng's appointment as Executive Vice Presi@&mf Administrative Officer in January 2011, MBheng served as our Senior Vice
President/Chief Administrative Officer, from Noveer2008 to December 2010, and as our Vice Presafédperations, from January 2004
until November 2008. Mr. Sheng has over 20 yeaexpgrience in the postsecondary sector, duringiwtiine he has worked for four differ:
colleges and universities and served in a varietpyanagement roles. From 1995 to 2003, Mr. Shengseebfor Apollo Group, Inc. (Universit
of Phoenix). From 2000 to 2002, Mr. Sheng servedies President/Campus Director and opened two caegpfor the University of Phoenix
in the state of Ohio. In 2002, Mr. Sheng was resjiila for the marketing and recruitment for 12 héag centers throughout the Southern
California metropolitan area. Mr. Sheng earned aA.Ntom the University of Phoenix and a B.A. fr@an Diego State University.

Ross L. Woodarpbined us in June 2004 and has served as our SéitePresident/Chief Marketing Officer since Noussn 2008. From
June 2004 to February 2005, Mr. Woodard servedia®wector of E-Commerce and from March 2005 tddber 2008 he served as our Vice
President of Marketing. From June 1992 to May 200¢l,Woodard held multiple senior management posgiwith Road Runner Sports. Fr
1998 to 2004, Mr. Woodard served as Director ofd@a@erce for Road Runner Sports and was resporfsibibe internet sales and marketing
channel. From 1992 through 1997, Mr. Woodard seima@rious management roles with Road Runner Spimitiuding Director of Sales.
From 1989 to 1992, he served as a Regional Marfagélike, Inc. in San Diego. Mr. Woodard earned.A Brom San Diego State University.

Charlene Dackermajoined us in September 2004 and has served asemimrS/ice President of Human Resources since Nbeem
2008. From September 2004 to December 2005, Mskddanan served as our Director of Human Resourcesfram January 2006 to Octok
2008, she served as our Vice President of HumanlRess. Ms. Dackerman has worked in the postsecpiséator for over 18 years. From
1986 to 2002, Ms. Dackerman served in various mamagt roles for Kelsey Jenney College, includinflege Director, Campus Director,
Dean and Director of Admissions. Ms. Dackerman edian M.S. from National University and a B.S. frelumboldt State University.

Thomas Ashbroojined us in November 2008 and has served as quoiSéice President/Chief Information Officer sinttet time.
From March 2005 to March 2008, Mr. Ashbrook serasdhe Divisional Information Officer for Fremomiviestment & Loan, a California
industrial bank and lending institution, where &é information technology strategy for the resi@grtusiness. From 2001 to 2005,

Mr. Ashbrook served as the Senior Vice Presideftexthnology Solutions for Fidelity
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National Information Solutions, a subsidiary of &lity National Financial. Mr. Ashbrook earned a Bif®m California State University, Lor
Beach.

Diane L. Thompsojoined us in December 2008 and has served as oiprSéice President, Secretary and General Cousiget that
time. From September 1997 to November 2008, Msmifgmn served in various management roles for Agatlmup, Inc. (University of
Phoenix). From November 2000 to February 2006, Mempson served as Vice President/Counsel for Aggtbup, Inc. (University of
Phoenix) and from March 2006 to November 2008, M@mmpson served as Chief Human Resources Officem october 1992 to July 1996,
Ms. Thompson served as an attorney in the Pima {@dtiorney's Office in Tucson Arizona. Ms. Thompsearned a B.A. from St. Cloud
University, an M.A. from Antioch University and &2 from the University of Arizona College of Law.

Douglas C. Abtgoined us in August 2010 and has served as ounS¥itge President, Strategy and Corporate Developrsiace that
time. Mr. Abts spent seven years at Science Applina International Corporation in San Diego, mesently serving as Corporate Vice
President for Mergers and Acquisitions. He previphgld the titles of Vice President for StrateBievelopment and Business Development
Manager. For six years, Mr. Abts served his couaa member of the United States Navy. He wasAdl SEeam Operations Officer and was
ranked as the top Lieutenant on a 250-person SEmT Mr. Abts holds an M.B.A. from Harvard Busin&sfool and a B.A. in
Communication from Stanford University.

In June 2003, Mr. Clark acquired and subsatly hired the management to operate Foundatiie@®, an education provider which
conducted campus-based training programs throug#tifornia Employment Training Panel. From NovemB003 to August 2004,
Ms. Dackerman served as President and Chief Fiab®€ficer of Foundation College. Due to a sigrafit decrease in state funding, the
business filed for bankruptcy in December 2005.

Additional Information

We were incorporated in Delaware in May48@der the name TeleUniversity, Inc. and we chdmys name to Bridgepoint
Education, Inc. in February 2004. Our web sitotated at www.bridgepointeducation.com. We makdéatle free of charge on our web site
our Annual Report on Form 10-K, Quarterly ReporidForm 10-Q, Current Reports on Form 8-K, and amemds to those reports filed
pursuant to Section 13(a) or 15(d) of the Exchakefeas soon as reasonably practicable after weretdcally file such material with, or
furnish it to, the Securities and Exchange Commis$ISEC"). The reference to our website is intehtdebe an inactive textual reference and
the contents of our website are not intended tmbarporated into this report.
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REGULATION

Ashford University and the University oktRockies are accredited institutions of highercation which are subject to extensive
regulation by a variety of agencies. These agericasde the Higher Learning Commission of the HdZentral Association of Colleges and
Schools (the "Higher Learning Commission"), theragyethat accredits our institutions, thereby prawydan independent assessment of
educational quality. Our institutions are also sgbjo regulation by educational licensing autlesiin states where our institutions are
physically located or conduct certain operatiornatéSauthorization, or exemption from it, in thatss where a school is physically located is
also a prerequisite for eligibility to participateTitle IV programs. We are also subject to rejalaby the U.S. Department of Education (the
"Department"”) due to our participation in fedenaildent financial aid programs authorized by Tifeof the Higher Education Act of 1965, as
amended (the "Higher Education Act"), which we régein this report as Title IV programs. To paiiite in Title IV programs, a school must
obtain and maintain authorization by the state etloie agency or agencies where it is physicallaled, be accredited by an accrediting
agency recognized by the Department and be certifjethe Department as an eligible institution.t{fieation by the Department carries witl
an extensive set of regulations. The laws, reqaiatand standards of the Department, the HighemirespCommission and state agencies
address the vast majority of our operations.

Accreditation

Ashford University and the University obtRockies have been institutionally accreditedesif@50 and 2003, respectively, by the Higher
Learning Commission. The Higher Learning Commisssoone of six regional accrediting agencies tloatedits colleges and universities in
the United States. Most traditional, public and/aé non-profit, degree-granting colleges and usities are accredited by one of these six
agencies. Accreditation by the Higher Learning Cassion is recognized by the Department as a reiatdicator of educational quality.
Accreditation is a private, non-governmental predes evaluating the quality of an educationalitngibn and its programs and an institution's
effectiveness in carrying out its mission in argatuding integrity, student performance, curriaalueducational effectiveness, faculty, phys
resources, administrative capability and resouffoesncial stability and governance. To be recogdiby the Department, an accrediting
agency, among other things, must adopt specifitdstals to be maintained by educational instituticosduct peer-review evaluations of
institutions' compliance with those standards, nowrdgompliance through periodic institutional rejrmy and the periodic renewal process and
publicly designate those institutions that meetafency's criteria. An accredited institution ibjset to periodic review by its accrediting
agency to determine whether it continues to mezp#rformance, integrity, quality and other staddaequired for accreditation. An instituti
that is determined not to meet the standards okdiation may have its accreditation revoked drreaewed.

Evaluations and renewals of accreditatic

The Higher Learning Commission renewed AsthtUniversity's accreditation in 2006 for the nmaxim period of ten years. The renewal
followed a review process, including a change imership review resulting from our acquisition o timiversity in 2005, as well as a
comprehensive evaluation in connection with theilady scheduled renewal process following the arsity's previous ten-year grant of
accreditation in 1995. In connection with this neak the Higher Learning Commission also approvgthé university's online delivery of all
programs already approved for campus-based offewitgout seeking any further approval, (ii) an gidthal graduate degree (the Master of
Arts in Organizational Management) in both campaseld and online delivery modalities and (iii) tméversity's awarding of up to 99 credits
to students from transfer sources, including bodltlits earned at other educational institutionstAnough assessments of colldgeel learning
experiences acquired outside the traditional usityeclassroom. The Higher Learning Commission disected the
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university to submit progress reports in June 288F June 2008 regarding success in meeting itdimert, revenue and expense projections
and in making capital improvements at the lowa aasnphose reports were timely filed and the unitersas notified in October 2008 that
further financial reporting is required. One out@af the comprehensive evaluation included thedudiveg of a visit to Ashford University's
campus for April 2010 to focus on a review of (agtitutional finances, (b) effectiveness and outesiof current experiential learning formats
and transfer credit policies and (c) the impactr@nClinton campus of campus-based programs off@néde.

In April 2010, Ashford University hosted/iiting team from the Higher Learning Commissiohieh conducted a focused visit to
evaluate (1) effectiveness and outcomes of cumgpériential learning formats and transfer credi é€2) student academic load. In June 2010,
the Board of Trustees of the Higher Learning Consiuis confirmed the successful completion of theufad visit and recommended a review
of Ashford University's transfer policy and praetiand online credit load, including a full and esg@ntative sample of the student body, during
the commission's next visit.

The University of the Rockies was grantsdnitial accreditation from the Higher Learningr@mission in 2003 for a period of five years.
Its accreditation was renewed by the Higher Leari@ommission in 2008 for a period of seven yeait) & comprehensive evaluation
scheduled during the 2015-2016 academic year. diewal followed a review process, including a claoigownership review resulting from
our acquisition of the university in 2007, as wadla comprehensive evaluation in connection wighréigularly scheduled renewal process
following the university's previous five year grarftaccreditation in 2003. The university has bsemeduled to report to the Higher Learning
Commission by May 31, 2011, concerning institutigrlanning.

In November 2009, as a result of our ihjpiablic offering, both Ashford University and thiniversity of the Rockies participated in a
change of control accreditation visit from the Higthearning Commission. The visiting team recomneehi the Higher Learning
Commission that both institutions (i) continue teehthe commission's eligibility requirements aodraditation criteria and (ii) should receive
their next comprehensive evaluations in 2014-2@&5 the commission policy that states an institutimist have a comprehensive review no
later than five years following a change in contigit. In May 2010, the recommendation of the reamnprehensive visit dates was placed in
front of a review committee from the Higher Leagni@ommission based upon the commission policyiftaatisiting team is recommending
five or fewer years for the next comprehensivetyibe decision must be reviewed by a review conemitThe review committee agreed with
the recommendations of the visiting team and detexdhthat each institution would receive its nedtnprehensive review in five years.

Following the on-site focused visit to tdeiversity of the Rockies following our initial plib offering to verify that the institution
continues to meet Higher Learning Commission regménts, the Higher Learning Commission advisedthigersity of the Rockies that it
could submit a request to offer three new gradpedgrams. The university submitted the requestrandived confirmation from the Higher
Learning Commission in December 2010, that therioffeof the new graduate programs was approved.

Accreditation by the Higher Learning Comsid® is important to our institutions for the folling reasons:

. it establishes comprehensive criteria designeadmpte educational quality and effectivene

. it represents a public acknowledgement by a reezeghindependent agency of the quality and effeséige of our institutions
and their programs;

. it facilitates the transferability of educationaédits when our students transfer to or apply fadgate school at other regione
accredited colleges and universities; and
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. the Department relies on accreditation as an inglice educational quality and effectiveness iredetining a school's eligibility
to participate in Title IV programs, as do certegmporate and government sponsors in connectidntwition reimbursement
and other student aid programs.

We believe that regional accreditationiesmed favorably by certain students when choosiaghmol, by other schools when evaluating
transfer and graduate school applications and bgioeemployers when evaluating the credentialsasididates for employment.

In addition, by approving Ashford Univeysét offerings of approved campus-based progranosigir online delivery modalities and by
approving increased transfer credit allowance aial fearning assessments, accreditation suppartsnission of serving students by provid
innovative online programs and allowing studeneasibility through increased transfer of creditdador traditional and non-traditional
learning.

Changes to Higher Learning Commission jurisdiction

In June 2010, the Board of Trustees oHlgher Learning Commission adopted revised bylawgwoutline the basis on which an
institution may claim that it is within the Highkearning Commission's jurisdiction. The reviseddws provide, subject to specified grace
periods and grandfathering provisions, that aritirtgin must be incorporated within a state in #8estate north central region and also have a
"substantial presence” in the north central regéandefined by commission policy, to be considevidin the commission's jurisdiction. In
November 2010, the Higher Learning Commission aslbptpolicy which specifies that an institution \ebbie considered to have
"substantial presence" in the north central regioly if the institution can demonstrate to the cassion that its operations are substantially in
the north central region. The institution must pdevevidence that the majority of its educatiordthaistration and activity, business
operations and executive and administrative le&ieere located or operating within the north caintegion and that it has at least one can
or additional location, as applicable, locatedhi@ horth central region.

The Higher Learning Commission will evakian institution that was accredited by the comimisas of July 1, 2010 (such as Ashford
University and the University of the Rockies), arsithe "substantial presence" definition at theetbf the commission's next comprehensive
evaluation of such institution, except where thegossion has information to indicate that an in$itin does not meet this requirement and
initiates, subsequent to July 1, 2012, an inquirkeview jurisdiction. Ashford University and thaeiJersity of the Rockies are each scheduled
for their next comprehensive evaluations in 2014520

Ashford University and the University oktRockies have campuses in, are incorporated thhave business operations, administration
and leadership in lowa and Colorado, respectivmh of which states are located in the north eémégion. However, because both
institutions also have business operations, adtmétisn and leadership located outside of the noetitral region, it is uncertain whether the
Higher Learning Commission would determine thaséhimstitutions have a substantial presence imohn central region under the definition
in the adopted new policy. The Higher Learning Cdasion has indicated that it intends to developosentetailed plan for reviewing
compliance with the substantial presence requiréntiethe Higher Learning Commission were to detierthat Ashford University and the
University of the Rockies do not have a substaptietence in the north central region and are a@eithie commission's jurisdiction, the
institutions would be subject to reconsiderationheiir affiliated status with the Higher Learningr@mission. If the institutions were no longer
accredited by an accrediting body recognized byDipartment, they would be ineligible to particgat Title IV programs until they obtained
accreditation by another accrediting body recoghlzg the Department, at which time they would niefile an application with the
Department for reinstatement.
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Potential change in primary institutional accreditdor Ashford University

In September 2010, we announced that Adhflmiversity had initiated the process of seekiegjonal accreditation from the Accrediting
Commission for Senior Colleges and Universitiethef Western Association of Schools and CollegesAS@"). Ashford University is
working collaboratively with both WASC and the HeghLearning Commission to facilitate the changthaUniversity's institutional
accrediting body. During the process, Ashford Ursitg will continue to maintain its current regidr@ecreditation with the Higher Learning
Commission. Prior to initiating the accreditatiogess with WASC, Ashford University notified the@artment of its intention to change its
primary accreditor.

The decision to seek WASC accreditatiofeot$ careful analysis performed by the institusdaculty and administration, taking into
account the dynamics of its student enrolimenfgaitsilty and staff profile, and the developmenit®fprogrammatic offerings. Based on this
analysis, and taking into account how the institis academic and administrative activity is beecmtoncentrated in California, Ashford
University's governing board concluded that itppm@priate for the institution to operate underdhspices of WASC, which is the regional
accrediting body having jurisdiction over Califcarinstitutions.

WASC has established procedures througltwihistitutions may move through the stages leattirarcreditation. To begin the
accreditation process, Ashford University mustt fiisbmit an application to enable WASC to verifgittthe institution meets all of WASC's
eligibility criteria. Ashford University submittetthis application in January 2011. An Eligibility #ew Committee ("ERC") panel, comprised
of peer reviewers appointed by WASC, will then esvithe eligibility application. If the ERC paneltdemines that Ashford University meets
WASC's eligibility criteria, the institution musert submit an application for accreditation, togetwith supporting narrative and
documentation.

Upon receipt of the application for acctation and related materials, WASC will appoinita sisit team and schedule one or more visits,
the purpose of which is to validate the informatgrovided in the institution's application, partaeny its compliance with WASC standards.
Prior to the submission of the final team repoMtASC, Ashford University will be given an opporttynto review the report for correction of
errors of fact and to prepare a written responsbedinal team report, which will be provided toASC for consideration along with the report.
If upon review of the application and supportingdmentation, including the team report and thetintgin's response, Ashford University is
found to be in substantial compliance with all oABC's standards, WASC may grant initial accreditattypically with a comprehensive
review cycle of five years. Depending on the cirstemces, WASC may also grant initial accreditatidth requirements for interim reports,
special visits or both. If initial accreditatiorofn WASC is secured, then Ashford University wilhwmmence the process of redesignating its
primary institutional accreditor from the Higherdraing Commission to WASC.

Authorization by U.S. Congress of Title IV Programs

The U.S. Congress must reauthorize the étiffdlucation Act on a periodic basis, usually e¥smy to six years. It was reauthorized most
recently in August 2008, extending Title IV progmathrough September 2014. The U.S. Congress m@pgecand pass revisions to the Hig
Education Act between reauthorizations, subjeeipioroval by the President. Also, the U.S. Congdessrmines the funding levels for Title IV
programs annually through the budget and apprapnisiprocess.

On March 30, 2010, the U.S. Congress passetiPresident Obama signed into law, the Headtle @nhd Education Affordability Act of
2010, or HCEAA. Among other things, the HCEAA ameddhe Higher Education Act to prohibit new fedgrgliaranteed loans from being
made under the FFEL Program, beginning on July)102at which time institutions were required tatifgloans through
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the Federal Direct Loan Program rather than thrabhghi=FEL Program. As of July 1, 2010, both of imstitutions had fully transitioned to the
Federal Direct Loan Program.

Department Regulation of Title IV Programs

To be eligible to participate in Title I\fggrams, an institution must comply with the HigBslucation Act and regulations thereunder that
are administered by the Department. Among othagthithe law and regulations require that an int#tin (i) be licensed or authorized to offer
its educational programs by the states in whidch ghysically located, (i) maintain institutionatcreditation by an accrediting agency
recognized for such purposes by the Departmentianble certified to participate in Title IV progms by the Department. Our institutions'
participation in Title IV programs subjects us taemsive oversight and review pursuant to regutatioromulgated by the Department. Those
regulations are subject from time to time to renisand amendment by the Department. The Deparsriatarpretation of its regulations
likewise is subject to change. As a result, itifiallt to predict how Title IV program requiremenwill be applied in all circumstances.

Recent Department rulemakin

In June 2010, the Department publishethénRederal Register a Notice of Proposed RulemgKihme NPRM") related to Title IV
program integrity issues and foreign school issties. June NPRM addressed each of the 14 topicastisd at the negotiated rulemaking
sessions held in November 2009, December 2009amghdy 2010, including, among others, the followithg definition of a high school
diploma for the purposes of establishing institaébeligibility to participate in Title IV programend student eligibility to receive Title 1V aid;
standards regarding the payment of incentive cosgt@n; establishing requirements for institutitmsubmit information on program
completers for programs that prepare studentsdmfg employment in recognized occupations; rexjshe definition of what constitutes a
"substantial misrepresentation” made by an ingitgtstandards regarding the sufficiency of a &atathorization of an institution for the
purpose of establishing an institution's eligililid participate in Title IV programs; and the défon of a credit hour for purposes of
determining program eligibility for Title IV studéfinancial aid.

In July 2010, the Department publishechim Federal Register another Notice of ProposedmRakteng ("July NPRM") related to a
definition of "gainful employment" for purposesaétermining whether certain educational progranmpp with the Title 1V requirement of
preparing students for gainful employment in a geiped occupation.

In September 2010, the Department annoutiadinal regulations regarding the 14 topicsradded in the June NPRM and July NPRM
would be published in the Federal Register in tlhages:

. Final regulations for all topics other than gairfuhployment would be published on or around Noverib2010, and would g
into effect on July 1, 2011;

. Final regulations for sections of the proposed fydi@mployment rules unrelated to a program's ity to receive federe
student aid (e.g., rules regarding graduationaatkjob placement disclosures and approval of meygrams) would also be
published on or around November 1, 2010, and wgalthto effect on July 1, 2011; and

. Final regulations for sections of the proposed fgdiemployment rules related to a program's ellgibto receive federal stude
aid will be published in early 2011 and would gtoieffect on July 1, 2012, as contemplated in thig NPRM.

In October 2010, the Department publisimethé Federal Register, consistent with the Depantlm announcement in September 2010,
final regulations addressing all 14 topics addréssehe June NPRM and July NPRM, other than sastif the proposed gainful employment
rules related
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to a program's eligibility to receive federal statlaid. The final regulations published in the FatiRegister are effective July 1, 2011, except
for rules pertaining to verification and updatinfgstudent aid application information, which aréeefive July 1, 2012.

Incentive compensatiol

The Higher Education Act prohibits an ingion from making any commission, bonus or otimeentive payments based directly or
indirectly on success in securing enrollments iarficial aid to any persons or entities engagetliolesit recruiting or admissions activities, or
in making decisions about the award of studentiiiied assistance. Under current Department reguistithere are 12 "safe harbor" provisions
which specify certain activities and arrangemeliéd &n institution may carry out without violatitige prohibition against incentive
compensation reflected in the Higher Education Axuding, among others, the following:

. an institution may make up to two adjustments (uphza downward) to a covered employee's salaryxedfhourly wage rate
within any 12-month period without the adjustmeeiny considered an incentive payment, providedrbadjustment is based
solely on the number of students recruited, adohigarolled or awarded financial aid;

. a covered employee may be compensated based wmEntt successfully completing their educationajams; and

. the incentive payment prohibition in the Higher Ealion Act does not apply to managerial and superyiemployees who ¢
not directly manage or supervise employees whaliaeetly involved in recruiting or admissions adi&s, or the awarding of
Title IV funds.

In the final regulations published in Oa&0l2010, the Department eliminated all 12 safe dvarkeffective July 1, 2011, taking the position
that any commission, bonus or other incentive payrbased in any part, directly or indirectly, ocséng enroliments or awarding financial
aid is inconsistent with the incentive payment sitton in the Higher Education Act. The Departmeontends that institutions do not need to
rely on safe harbors to protect compensation thietpties with the Higher Education Act, and thatilmsions can readily determine if a
payment or compensation is permissible under tighétfi Education Act by analyzing (1) whether it isoanmission, bonus or other incentive
payment, defined as an award of a sum of monegraething of value (other than a fixed salary or esggpaid to or given to a person or et
for services rendered, and (2) whether the comonis$ionus or other incentive payment is providedry covered person based in any part,
directly or indirectly, upon success in securingoments or the award of financial aid, which defined as activities engaged in for the
purpose of the admission or matriculation of stusléor any period of time or the award of finan@al. A covered person is any person
engaged in student recruitment or admission agtositin making decisions about the award of finahaid, which is defined as any employee
who undertakes recruiting or admitting of studeatthe award of Title IV funds, and any higher lesployee with responsibility for
recruitment or admission of students, or makingsdees about awarding Title IV funds.

The regulation states that the prohibitimes not apply to fixed salary and wages, and #ggaBiment maintains in the preamble
accompanying the publication of the regulation #rainstitution can still make merit-based adjustta¢o employee compensation, provided
that such adjustments are not based in any pagtthi or indirectly, upon success in securing émrents or the award of financial aid. Among
other examples cited in the preamble accompanyiagegulation, the Department states that (1) stitition may maintain a hierarchy of
recruitment personnel with different levels of resgibility, with salary scales that reflect an adldenount of responsibility, (2) an institution
may promote or demote recruitment personnel basedasit and (3) an institution may make a compeosatecision based on seniority or
length of employment, provided that in each case
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compensation decisions are consistent with the éfigfducation Act's prohibition on incentive compait.

We will have to modify some of our compediwapractices as a result of the elimination & slafe harbors. Such a change could affect
our ability to compensate our enrolliment advisorg ather employees and executives in a manneafipbpriately reflects their relative me
which in turn could (1) reduce the effectivenessaf employees and make it more difficult for uatwact and retain staff with the desired
talent and motivation to succeed and (2) impairahility to sustain and grow our business and émegits at our institutions.

Gainful employment

Under the Higher Education Act, schoolsrafed on a foprofit basis are eligible to participate in Tit programs only to the extent tt
their educational programs lead to gainful employtie a recognized occupation, with the limitedeption of qualified programs leading to a
bachelor's degree in liberal arts.

Under current law, an institution generadlyequired to obtain approval of new degree-gngnéducational programs. Under the final
regulations published in October 2010 and effeclivy 1, 2011, if a for-profit institution seekspoovide a new program (as defined by
applicable Department regulations), whether ordegfreegranting, that prepares students for gainful empleyt in a recognized occupation
must submit a notice to the Department at leastes8@ before the first day of class of such progréine notice must describe how the
institution determined the need for the new progaard how the program was designed to meet locdtehaeeds, or for an online program,
regional or national market needs. The institutiirst also describe how the program was reviewegproved by, or developed in conjunc
with, business advisory committees, program intgdroards, public or private oversight or regulgtagencies and businesses that would li
employ graduates of the program. An institutionas required to submit employer affirmations oralmnent projections for a program. The
institution must include in its notice that the gram has been approved by its accrediting agensyaiherwise included in the institution's
accreditation by its accrediting agency, as wel a@escription of any wage analysis it may havéopered that is related to the new program.
Unless otherwise required by the Department toiolatpproval for the new program, an institutionttheovides a notice may proceed with its
plans to offer the new program based on its det&titn that the program is an eligible program tirepares students for gainful employment
in a recognized occupation. However, if a concerneed for additional information about the newgpean is identified by Department staff
after receiving notice of the new program, the Depant may alert the institution, at least 30 dagfore the first day of class, that the
Department must approve the program for Title IVgmses. If any new program submitted by our institis is identified as being subject to
Department review for Title IV purposes, it couéult in difficulties or delays in introducing tpeogram, which could have a negative impact
on our growth and enrollments.

For each program leading to gainful emplewtrin a recognized occupation, the final regufetialso require institutions to provide
prospective students with information concernirg dlacupation that the program prepares studemistés; the program's on-time graduation
rate; the tuition and fees it charges a studentdampleting the program within normal time, alonighvthe costs of books, supplies, room, and
board; the placement rate for students completisgptogram, and the median loan debt incurred djestts who completed the program.
Institutions must also provide the Department wiflormation that will allow determination of studesebt levels and incomes after program
completion. It is unclear at this time the levebaiministrative burden, or effect on growth andbéinrents at our institutions, that may result
from the new reporting and disclosure requirements.

28




Table of Contents

The Department has yet to adopt final gdiamployment regulations regarding program ellgibiln the July NPRM, the Department
proposed to assess whether a program leads taigamployment by applying two tests, including ®tE®-income test and a repayment rate
test:

. Under the debt-to-income test, the Department waultually calculate (1) the ratio of the annuahlpayment for the program
to the average annual earnings of the studentscoimpleted the program and (2) the ratio of the ahlwan payment for the
program to the discretionary income of students edrpleted the program. The annual loan paymentdumei calculated usin
the median loan debt upon graduation of all stugleto completed the program in the three most tgceompleted award
years prior to the earnings year and using stanegralyment terms (i.e., a 10-year repayment schahd the current annual
interest rate on Federal unsubsidized loans). ldedm would include Title IV loans (except Parent/&_loans) and any private
educational loans or debt obligations arising fiostitutional financing plans, but would not inckidny student loan that a
student incurred at prior institutions or subsedqmstitutions unless the institutions are undenown ownership or control, or
are otherwise related entities. Average annualiegsrwould be calculated by the Department usirigadcaverage annual
earnings obtained from the Social Security Admiaisbn or another federal agency for the studeris eompleted the program
in the most recent three-fiscal year period. Disonary income would be calculated based on themdifice between average
annual earnings and 150 percent of the most cuRewntrty Guideline for a single person in the amenital United States. The
2010 Poverty Guideline was $10,830.

. Under the repayment rate test, the Department wenutdially calculate a loan repayment rate by dixgjdil) the origina
outstanding principal balance of all loans repaid?) the original outstanding principal balanceadf-FEL and Direct loans
which entered repayment in the prior four fedeisddl years and are owed by students who atterdeprogram (i.e., not just
borrowers who completed the program). A loan wdaddtounted as repaid if the borrower: (1) made fments during the
most recent fiscal year that reduced the outstgnglimcipal balance; (2) made qualifying paymemighe loan under the Public
Service Loan Forgiveness Program; or (3) paiddhe In full, excluding loans paid in full througbresolidation, unless and ut
the consolidated loan is paid in full. A loan woulot be counted as repaid if the borrower is mgdtglegal obligations, but is
not actively repaying the loan, such as a loarefieidnent or forbearance or on an incotoatingent repayment plan, and pay
only interest. The ratio excludes loan amountdbfmrowers in military or in-school deferment, aratdowers entering
repayment in the final six months of the most rédederal fiscal year. The original outstandinghpipal balance would be the
balance on FFEL and Direct loans, including cajziéal interest, on the date those loans entereq/mega.

Based on the program's performance un@setlwo tests, the program may be fully eligibbeyérestricted eligibility or be ineligible to
participate in Title IV programs, as follows:

. Fully eligible programs would have either (1) atdea 45% loan repayment rate, or (2) graduatésanitebt-to-income ratio of
less than 20% of discretionary income or 8% of agerannual earnings. Unless a fully eligible progpasses both benchmat
institutions would have to disclose the programfsayment rates and debt-to-income ratios and @lemtnt and prospective
students that they may have difficulty repayingnleabtained for attending that program.

. Ineligible programs would have a less than 35% legorayment rate, and graduates with a-to-income ratio above 30%

discretionary income and 12% of average annuaimgsnAn ineligible program may not offer Title Bid to new students, but
can provide aid to current students for the reneitd the award year in which the program becarabgible and the
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following award year. The institution would havedisclose the program's repayment rates and debttmne ratios and alert
students that they may have difficulty repayingnleabtained for attending that program.

. All other programs would be restricted programse phoposed regulations would limit the enrollmeinTitle IV recipients in
restricted programs to the average number enrdlieithg the prior three award years, require thétitgon to demonstrate
employer support for the program, warn consumedscainrent students that they may have difficultyaying loans obtained for
attending the program and provide the most recebt sheasures for the program. Institutions woulthalestrate employer
support for a program by providing documentati@nfremployers not affiliated with the institutiorfieching that the curriculur
of the program aligns with the recognized occupetiat those employers' businesses, and that trepraected job vacancies
or there is expected demand for those occupatiotimse businesses. The number and locations difithi@esses for which
affirmation is required must be commensurate withdnticipated size of the program.

Institutions with one or more ineligible mstricted programs would be subject to providiaestification. Under the proposed regulations,
programs may not be found ineligible to participat&itle IV programs on account of the proposed minful employment regulations until
the 2012-2013 award year. The proposed regulatiangd also establish a transition year during tivaral year beginning July 1, 2012 which
would cap the number of programs which may be deenedigible.

If such program eligibility rules are adegtby the Department as proposed, we may needddyray eliminate some of the educational
programs at our institutions, or delay the intrdghrcof new programs, which could have a negatinpact on our growth and enrollments. The
Department is expected to publish final gainful &mgment regulations regarding program eligibilitygarly 2011, which regulations are
expected to become effective July 1, 2012,

State authorizatior

To be eligible to participate in Title I\fggrams, an institution must be licensed or autteatito offer its educational programs by the
states in which it is physically located, in acarde with the Department's regulations. Ashfordversity's campus is located in lowa and is
authorized to offer postsecondary programs in IoWtee institution is exempt from having to regisiera postsecondary school in the state of
lowa based primarily on its accreditation from Higher Learning Commission. The University of Rakis located in Colorado and is
authorized in the state of Colorado based in paitoaccreditation from the Higher Learning Comsiga. The final regulations published in
October 2010, which take effect on July 1, 201Jpdse new requirements for an institution to be ictamed "legally authorized" in a state,
which is a requirement for the institution to remaligible to participate in Title IV programs. Tfieal regulation provides that the Secretar
Education would consider an institution to be lggalthorized by a state if, among other thingmétets one of the following requirements:

. the state establishes the institution by name aslanational institution through a charter, stagtatastitutional provision or
other action issued by an appropriate state agenstate entity and is authorized to operate edtutatprograms beyond
secondary education, including programs leadirg degree or certificate;

. the institution complies with any applicable stapproval or licensure requirements, except thasthe may exempt the

institution from any such requirement based ortlfg)institution's accreditation by one or more aditimg agencies recognized
by the Secretary of Education or (2) the institato®ing in operation for at least 20 years; and
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. the state has a process, applicable to all ingtitatexcept tribal and federal institutions, toiegwand appropriately act on
complaints concerning the institution and to endoapplicable state laws.

The Department stated when it publisheditied regulations that it will not publish a list states that meet, or fail to meet, the above
requirements, and it is uncertain how the departméhinterpret these requirements in each state Department also stated that institutions
unable to obtain state authorization in a stateeunde of the above-mentioned sets of requirenmaatsrequest a one-year extension of the
effective date of the regulation to July 1, 201®] & necessary, an additional opear extension of the effective date to July 1,200 receiv
an extension of the effective date, an institutitust obtain from the state an explanation of hameryear extension will permit the state to
modify its procedures to comply with the regulaon

The final regulations also provide thaaiif institution is offering postsecondary educattmough distance or correspondence education tc
students in a state in which it is not physicatlgdted or in which it is otherwise subject to statesdiction as determined by the state, the
institution must meet any state requirements ft lie legally offering postsecondary distanceasrespondence education to students in that
state. Additionally, upon request by the Departmantinstitution must be able to document that# the applicable state approval. Although
our institutions have a process for evaluatingabrapliance of their online educational programdwsiiate requirements regarding distance
correspondence learning, and have experiencedyndisant restrictions on their educational actastto date as a result of such requirements,
state regulatory requirements for online educatimny among the states, are not well developed imynstates, are imprecise or unclear in s
states and are subject to change. For more infavmatee "State Education Licensure and Regulatiefdw. Moreover, it is also unclear
whether and to what extent state agencies may augimehange their regulations in this area asalref new Department regulations and
increased scrutiny. Any failure to comply with staéquirements, or any new or modified regulaticosi|d result in our inability to enroll
students or receive Title IV funds for studentghiose states and could result in restrictions argoawth and enrollments.

Administrative capability

Department regulations specify extensivieiga by which an institution must establish thdtas the requisite administrative capability to
participate in Title IV programs. To meet the adistimtive capability standards, an institution mashong other things:

. comply with all applicable Title IV program requinents;

. have an adequate number of qualified personnanaraster Title IV programs;

. have acceptable standards for measuring the satisfaacademic progress of its students;

. have procedures in place for awarding, disbursimysafeguarding Title IV funds and for maintainneguired records

. administer Title IV programs with adequate cheakd balances in its system of internal control direancial reporting;

. not be, and not have any principal or affiliate whodebarred or suspended from federal contractirengaging in activity that

is cause for debarment or suspension;
. provide financial aid counseling to its stude!

. refer to the OIG any credible information indicatithat any student, parent, employee, third-paatyiser or other agent of the
institution has engaged in any fraud or other dlegpnduct involving Title IV programs;
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. timely submit all required reports and financiatsments; and

. not otherwise appear to lack administrative cajtsb
Financial responsibility

The Higher Education Act and Departmenutatipns establish standards of financial respalityibvhich an institution must satisfy to
participate in Title IV programs. The Departmendlenates compliance with these standards annuatip vgceipt of an institution's annual
audited financial statements and also when artirtisth applies to the Department to reestablisklitgibility to participate in Title IV prograrn
following a change in ownership. One financial @sgbility standard is based on the institutiommposite score, which is derived from a
formula established by the Department that is ated average of three financial ratios:

. equity ratio, which measures the institution's tapesources, financial viability and ability torbow;
. primary reserve ratio, which measures the institus$i ability to support current operations fromengeable resources; a
. net income ratio, which measures the institutiabitity to operate at a profit or within its means.

The formula defines each of the three saéind assigns a strength factor and weighting pgage to each ratio. The weighted scores for
the three ratios are then added to produce a catama®re for the institution. The composite sdera number between negative 1.0 and
positive 3.0. It must be at least 1.5 for the tgiton to be deemed financially responsible withitigt need for further Department financial
oversight. In addition to having an acceptable casitgp score, an institution must, among other thipgovide the administrative resources
necessary to comply with Title IV program requirense meet all of its financial obligations (incladirequired refunds to students and any
Title IV liabilities and debts), be current in debt payments and not receive an adverse, quatifieisclaimed opinion by its accountants in its
audited financial statements.

In the third quarter of 2010, consisterttwgur internal calculations, the Department nedfus that Ashford University received a
composite score of 2.9 for the fiscal year endedeb®er 31, 2009, and that the University of thekrzscreceived a composite score of 1.8 for
the fiscal year ended December 31, 2009, in eash satisfying the composite score requirementeftapartment's financial responsibility
test, which institutions must satisfy in order trtcipate in Title IV programs.

We expect the composite scores for Ashfémiversity and the University of the Rockies battbe 3.0 for the year ended December 31,
2010. However, this is subject to determinatiorth®yDepartment once it receives and reviews ouitedifinancial statements for the year
ended December 31, 2010.

Return of Title IV funds for students who withdrar

If a student who has received Title IV fawdithdraws, the institution must determine the amaf Title IV program funds the student |
earned, pursuant to applicable regulations. Ifstieent withdraws during the first 60% of any paptrgeriod (which, for our undergraduate
online students, typically is a 20-week term catirgsof four five-week courses and, for our campased students, is a #fek semester), tt
amount of Title IV funds that the student has edrigseequal to a pro rata portion of the funds tinelent received or for which the student
would otherwise be eligible for the payment periddhe student withdraws after the 60% threshtiidn the student is deemed to have earned
100% of the Title IV funds received. If the studéas not earned all of the Title IV funds disburgd institution must return the unearned
funds to the appropriate lender or the Department
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in a timely manner, which is generally no latentl® days after the date the institution determiied the student withdrew. If an institution's
annual financial aid compliance audit in eitheitetwo most recently completed fiscal years debeemthat 5% or more of such returns were
not timely made, the institution must submit adetif credit in favor of the Department equal t&®5f the Title IV funds that the institution
should have returned for withdrawn students imitst recently completed fiscal year. For the yealed December 31, 2009 and 2008, our
institutions did not exceed the 5% threshold foe l@funds sampled.

The 90/10 rule

Pursuant to a provision of the Higher EdiateAct, as reauthorized in August 2008, a ffoofit institution loses its eligibility to partipate
in Title IV programs if the institution derives meothan 90% of its revenues (calculated on a casis baaccordance with applicable
Department regulations) from Title IV program furfdstwo consecutive fiscal years, commencing wligh institution's first fiscal year that
ends after the new law's effective date of Augdst2D08. This rule is commonly referred to as ®@/10 rule.” Any institution that violates t
90/10 rule becomes ineligible to participate inerliV programs for at least two fiscal years. Imlgidn, an institution whose rate exceeds 90%
for any single year will be placed on provisioneitification and may be subject to other enforcetnesasures.

In the years ended December 31, 2010, 2602008, Ashford University derived 85.0%, 85.59d 86.8%, respectively, and the
University of the Rockies derived 85.9%, 84.6% 80AdB%, respectively, of their respective revenwatc(lated on a cash basis in accordance
with applicable Department regulations) from TiNefunds.

Recent changes in federal law that incrédsie IV grant and loan limits, and any additibimcreases in the future, may result in an
increase in the revenues we receive from Title idgpams, which could make it more difficult for dastitutions to satisfy the 90/10 rule.
However, such effects may be mitigated, at least tsmporary basis, by another provision in the tiat allows institutions to exclude (for
three years) from their Title IV revenues when aklting their compliance the additional $2,000 pedergraduate student in certain annual
federal student loan amounts that became avaitaaiéng in July 2008. Additionally, recent changesmit institutions to include in their
calculation as non-Title IV revenues certain noskceevenues, such as institutional loan proceetdtencertain circumstances. For Ashford
University, we have not excluded amounts attribletéad the increased annual federal loan limits fiaum 90/10 calculations.

Student loan default:

For each federal fiscal year, the Departroatculates a rate of student defaults for eacle&ibnal institution which is known as a "coft
default rate." An institution may lose its eligibjlto participate in the Direct Loan, FFEL andIRebgrams if, for each of the three most recent
federal fiscal years for which information is a@dile, 25% or more of its students who became sutgecrepayment obligation in that federal
fiscal year defaulted on such obligation by the ehthe following federal fiscal year. In additicam institution may lose its eligibility to
participate in the Direct Loan or FFEL programgdfcohort default rate exceeds 40% in the mostrefederal fiscal year for which default
rates have been calculated by the Department. Aghfoiversity's twoyear cohort default rates for the 2008, 2007 ar@bZ8deral fiscal yea
were 13.3%, 13.3% and 4.1%, respectively. The teargohort default rates for the University of Reckies for the 2008, 2007 and 2006
federal fiscal years were 2.5%, 0.0% and 0.0%eetsely. The draft cohort default rates for th@®2@ederal fiscal year for Ashford Univers
and the University of the Rockies were 15.3% a4 .respectively. An institution whose cohort défaate equals or exceeds 25% in any
of the three most recent fiscal years for whiclesdtave been issued by the Department may be pbacpibvisional certification by the
Department.
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The August 2008 reauthorization of the KigEducation Act included significant revisionghe requirements concerning cohort default
rates. Under the revised law, the period for wisithlents' defaults on their loans are includetiéncialculation of an institution's cohort default
rate was extended by one additional year, whi@xjsected to increase the cohort default rates mtinmstitutions. That change was effective
with the calculation of institutions' cohort defardtes for the federal fiscal year ending Septer80e2009, which rates are expected to be
calculated and issued by the Department in 2012.0Oépartment will not impose sanctions based asredlculated under this new
methodology until three consecutive years of ratese been calculated, which is expected to occ@0i@. Until that time, the Department v
continue to calculate rates under the old calauatiethod and impose sanctions based on those Taiesevised law also increases the
threshold for ending an institution's participatiarthe relevant Title IV programs from 25% to 308ffective for final three-year cohort default
rates published on or after the 2012 federal figeak. The revised law changes the threshold frgphent on provisional certification to 30%
for two of the three most recent fiscal years fbich the Department has published official threarymhort default rates. Ashford University's
unofficial or trial threeyear cohort default rates for the 2008, 2007 artbZ8deral fiscal years were 21.7%, 17.4% and 6r&%pectively. Th
trial threeyear cohort default rates for the University of Bweckies for the 2008, 2007 and 2006 federal figeals were 2.5%, 1.4% and 0.(
respectively. The three-year cohort default ratescansidered "trial” because, as mentioned abpsttutions are not required to calculate
prior three-year repayment rates until 2012, aedrétes will not be the basis for measurement oftimnce until 2014.

Potential effect of noncompliance with Title IV regations
The Department can impose sanctions fdatiigy the statutory and regulatory requirementsité |V programs, including:

. transferring an institution from the advance methothe heightened cash monitoring level one metiddtle IV payment,
which permit the institution to receive Title 1Vrids before or concurrently with disbursing thersttadents, to the heightened
cash monitoring level two method of payment orh® teimbursement method of payment, which delapstitution's receipt of
Title IV funds until student eligibility has beeenified;

. requiring an institution to post a letter of credifavor of the Department as a condition for ammed Title IV certification;

. imposing a monetary liability against an institatio an amount equal to any funds determined te teen improper!
disbursed;

. initiating proceedings to impose a fine or to lisiispend or terminate an institution's particgratn Title IV programs;

. taking emergency action to suspend an institutiparéicipation in Title IV programs without priootice or a prior opportunit

for a hearing;
. failing to grant an institution's application famewal of its certification to participate in Titl programs; or

. referring a matter for possible civil or criminabgecution.

In addition, the agencies that guarantéle TV private lender loans for our students couitiate proceedings to limit, suspend or
terminate our ability to obtain guarantees of dudents' loans through that agency.

If sanctions were imposed resulting in bssantial curtailment or termination of our partigiion in Title IV programs, our enroliments,
revenues and results of operations would be méyeaiad adversely affected. If we lost our eligityilto participate in Title IV programs, or if
the amount of
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available Title IV program funds were reduced, wauld seek to arrange or provide alternative sounEéimancial aid for students. We believe
that one or more private organizations would bédinglto provide financial assistance to our studehtit there is no assurance of that.
Additionally, the interest rate and other termswéh financial aid would likely not be as favoraatethose for Title IV program funds, and we
might be required to guarantee all or part of saltérnative assistance or might incur other addéi@osts in connection with securing such
alternative assistance. It is unlikely that we vadolié able to arrange alternative funding to repédkcthe Title IV funding our students receive.
Accordingly, our loss of eligibility to participata Title IV programs, or a reduction in the amoohtwvailable Title IV program funding for o
students, would be expected to have a materialrae\affect on our enroliments, revenues and restittperations, even if we could arrange or
provide alternative sources of student financidl ai

In addition to the actions that may be lgtttagainst us as a result of our participatiomiite IV programs, we are also subject to
complaints and lawsuits relating to regulatory camze brought not only by our regulatory agentiesalso by other government agencies
and third parties, such as current or former sttedenemployees and other members of the publidydiing lawsuits filed pursuant to the
federal False Claims Act.

Compliance reviews, audits and reports

Our institutions are subject to reviewsdmnection with periodic renewals of certificatimnparticipate in Title IV programs, as well as
announced and unannounced compliance reviews afit$ &y various external agencies, including th@&@ement and its Office of Inspector
General ("OIG"). State licensing agencies, the D&partment of Veterans Affairs and accreditingibsdnay also conduct audits and reviews
of a similar fashion. See "Accreditation—Evaluaiand renewals of accreditation" above. In addjtienpart of the Department's ongoing
monitoring of institutions' administration of Titl¥ programs, the Higher Education Act requireditnons to submit to the Department an
annual Title IV compliance audit conducted by ateijpendent certified public accounting firm. In didti, to enable the Department to make a
determination of an institution's financial respibiigy, each institution must annually submit atedi financial statements prepared in
accordance with accounting principles generallyeptad in the United States of America, or GAAP, Breghartment regulations.

The OIG is responsible for, among othemdsi promoting the effectiveness and integrityhef Department's programs and operations.
With respect to educational institutions that gé@ptte in Title IV programs, the OIG conducts itsriwprimarily through an audit services
division and an investigations division. The awgitvices division typically conducts general auditgstitutions to assess their administration
of federal funds in accordance with applicableswad regulations. The investigation services wimisypically conducts focused
investigations of particular allegations of fraatiuse or other wrongdoing against institutionshidtparties, such as a lawsuit filed under seal
pursuant to the federal False Claims Act.

On January 21, 2011, Ashford Universityeieed a final audit report from the OIG regardihg tompliance audit commenced in May
2008 and covering the period July 1, 2006 througte 30, 2007. The audit covered Ashford Universiggministration of Title IV program
funds, including compliance with regulations govegninstitutional and student eligibility, awardsdadisbursements of Title IV program
funds, verification of awards and returns of unedrfunds during that period, and its compensatfdimancial aid and recruiting personnel
during the period May 10, 2005 through June 309200
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The final audit report contained audit fimgk, in each case for the period July 1, 2006utphaJune 30, 2007 (award year 2006-2007),
which we summarize as follows:

. Finding —The university designed a compensation plan foolBnent advisors that provided incentive paymertsea or
success in securing enroliments and did not estatiiat its plan and practices qualified for trgufatory safe harbors.

. Finding 2—The university did not always performuret of Title IV aid calculations properly, resuliitn the improper retention
of a total of $29,036 of Title IV program funds 88 students in the OIG's sample sets of 85 stadent

. Finding 3—The university did not in all instancesurn Title IV program funds timely for Title IV@tients who withdrew or
went on a leave of absence from school.

. Finding ~—The form formerly used by the university to obtauthorizations to retain student credit balancdsdt comply
with applicable regulations.

. Finding 5—The university did not in all instancéskdirse Title IV program funds in accordance wipplecable regulations or
university policy because they were made priohtogtudents being eligible to receive them.

. Finding ¢—The university did not in all instances maintairtdmentation to support online students' leavedséace due to tt
lack of support for the start dates for 19 leaviesbsence.

Each finding was accompanied by one or mecemmendations to the Department's Office of Fdd&tudent Aid, or FSA, as
summarized below:

. For Finding 1, the OIG recommended that the FSAiireghe university to provide records of all sgladjustments made to
enrollment advisors during award year 2006-2007amnddocumentation, not disclosed to the OIG, deatonstrates that any
specific adjustments made during that period giealifor the regulatory safe harbors.

. For Findings 2 and 5, the OIG recommended thaF®w require the university (i) to remit to the Depaent and appropriate
lenders certain amounts identified by the OIG (836,for Finding 2) and (ii) undertake a file reviéw award year 2006-2007
to identify the amount of Title IV funds that weneproperly retained or disbursed and to remit sartiounts to the Department
or appropriate lenders.

. For Finding 4, the OIG recommended that the FSAiireghe university to cease drawing, disbursing laolding credit balanc
of Title IV program funds for which there are namntly assessed institutional charges.

. For Findings 2, 3, 5 and 6, the OIG recommendetittieaFSA require the university to develop andlengent certain remedial
policies and procedures.

. For Findings 2, 3 and 5 generally, and for Finding the event the university cannot establish itisagalary adjustments fi
enroliment advisors qualified for the safe harloe, OIG recommended that the FSA consider wheth&akie appropriate action
under Subpart G of 34 C.F.R. Part 668. Under Sulipathe FSA may seek to impose a fine againstitingersity or to limit,
suspend or terminate the university's participatiomnitle IV programs.

The findings and recommendations of thalfaudit report represent the opinions of the Gi@] the issuance of final audit determinati
and corrective action to be taken, if any, willrhade by the FSA.
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Ashford University expects that the FSAlwdnsider the findings and recommendations irfitied audit report and engage in a dialog
with the university prior to determining what ifyaaction to take and issuing a Final Audit Deteration Letter concluding the audit. The OIG
requested that Ashford University provide a respdongshe FSA regarding the final audit report, #reuniversity responded in a timely
manner. If the FSA were to determine to assessreetary liability or commence an action under Sub@arAshford University would have an
opportunity to contest the assessment or propast@hahrough administrative proceedings, with tight to seek review of any final
administrative action in the federal courts. Altgbuve believe Ashford University operates in sufitséh compliance with Department
regulations that are applicable to the areas ureéew, we cannot predict the ultimate findingstepdial liabilities or remedial actions, if any,
that the FSA may include in the Final Audit Detemation Letter, or the result of any administratpreceedings, including Subpart G
proceedings, that may arise out of the Final ADditermination Letter.

Adding teaching locations and implementing new edtional programs

The requirements and standards of accngdgencies, state education agencies and the tBegadimit our ability in certain instances
establish additional teaching locations or impletmew educational programs. The Higher Learning @sgion, the Colorado Commission
Higher Education and other state education agetité&snay authorize or accredit us or our progrgererally require institutions to notify
them in advance of adding certain new locationsn@iementing certain new programs, and upon natific may undertake a review of the
quality of the facility or the program and the firtdal, academic and other qualifications of theiiason.

If an institution participating in Title I'grograms plans to add a new location or educdtjmmogram, the institution must apply under
certain circumstances to the Department to havaddéional location or educational program desigdas within the scope of the institution's
Title 1V eligibility. Under current law, degree-grting institutions are not required to obtain thepBrtment's approval of additional programs
that lead to a degree at the same or lower degvet s degree programs previously approved bipdpartmentSimilarly, an institution is nc
required to obtain advance approval for new progrtmt prepare students for gainful employmenhésame or a related recognized
occupation as an educational program that hasquslyi been designated by the Department as afbleligfogram at that institution if the
program meets certain minimum length requiremeédsvever, under new law effective July 1, 2011, rstitution will be required to notify
the Department in advance of all new programs éfised in the regulation) and, if required, wait foe Department's approval. If an
institution that is required to obtain the Depamit'eadvance approval for the addition of a newg@m or new location fails to do so, the
institution may be liable for repayment of Title program funds received by the institution or hydsnts in connection with that program or
enrolled at that location.

Acquiring other schools

If we were to seek to acquire an existiogredited institution participating in Title IV pgoams, we would need to obtain the approval of
the state education agency that authorizes theokbleing acquired, any accrediting agency thateatits the school being acquired and the
Department. The level of review varies by indivitlstate and by individual accrediting commissioithveome requiring approval of such an
acquisition before it occurs and with others ordynsidering approval after the acquisition has aexlirThe receipt of required approvals from
applicable state education agencies and accredifjegcies is a necessary prerequisite to the Deeatt certifying the acquired school to
participate in Title IV programs. In addition, tbepartment's certification of a school followingteange in ownership and control is always a
provisional certification. The restrictions impodadany of the applicable regulatory agencies cdglay or prevent our acquisition of other
schools in some circumstances or our ability torafgeor grow the acquired schools.

37




Table of Contents
Change in ownership resulting in a change of contro

The Department and most state and acangdiiijencies require institutions of higher educeatioreport or obtain approval of certain
changes of control and changes in other aspedtstititional organization or operations. Transatsi or events that constitute a change of
control may include significant acquisitions orghsitions of an institution's common stock and gigant changes in the composition of an
institution's board. The types of thresholds fatsteporting and approval vary among the statesaammhg accrediting agencies. The Higher
Learning Commission issued amended policies in 2008 which, among other provisions, provide thdisposition of stock by a holder that
reduces the holder's ownership below 25% of thetantling stock of a publicly traded company is @angfe of control requiring the prior
approval of the Higher Learning Commission. The adeel policies also provide that a sale of more @ and less than 25% of the
outstanding common stock of a publicly traded comypaust be reported to the staff of the Higher hesy Commission, which may determ
in some cases that such sale requires prior appavadditional monitoring, by the Higher Learni@@mmission. The Department regulations
provide that a change of control occurs for a miypliraded corporation if either (i) a person acgslisuch ownership and control of the
corporation so that the corporation is requiretiléoa current report on Form 8-K with the SEC tlising a change of control, or (i) the
corporation's largest stockholder who owns at |12&8%b of the total outstanding voting stock of tleeporation, ceases to own at least 25% of
such stock or ceases to be the largest stockhddggnificant purchase or disposition of our vetistock, including a disposition of voting
stock by Warburg Pincus, could be determined byDi@partment to be a change of control under tlisdsird. In such event, the regulatory
procedures applicable to a change in ownershipcanttol would have to be followed in connectiontwiitie transaction. Similarly if such a
disposition were deemed a change of control byHilgaer Learning Commission or applicable state atlanal licensing agency, any required
regulatory notifications and approvals would hav&¢ made or obtained.

Privacy of student record

The Family Educational Rights and Privaat 8f 1974, or FERPA, and the Department's FERRAlesions require educational
institutions to protect the privacy of studentsieational records by limiting an institution's desure of a student's personally identifiable
information without the student's prior written sent. FERPA also requires institutions to allowdstus to review and request changes to their
educational records maintained by the instituttomotify students at least annually of this ingmecright and to maintain records in each
student's file listing requests for access to @adakures of personally identifiable informatiamdathe interest of such party in that informat
If an institution fails to comply with FERPA, theepartment may require corrective actions by thetin®n or may terminate an institution's
receipt of further federal funds. In addition, edtignal institutions are obligated to safeguardistu information pursuant to the Gramm-
Leach-Bliley Act, or GLBA, a federal law designedgrotect consumers' personal financial informatietd by financial institutions and other
entities that provide financial services to constsn&LBA and the applicable GLBA regulations reguan institution to, among other things,
develop and maintain a comprehensive, written médion security program designed to protect agairestinauthorized disclosure of
personally identifiable financial information olsients, parents or other individuals with whom simstitution has a customer relationship. If
an institution fails to comply with the applicalii BA requirements, it may be required to take ctfive actions, be subject to monitoring and
oversight by the Federal Trade Commission, or Far@, be subject to fines or penalties imposed byie. For-profit educational institutions
are also subject to the general deceptive pradicissliction of the FTC with respect to their @altion, use and disclosure of student
information.
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State Education Licensure and Regulation
lowa and Coloradc

Ashford University's campus is locateddwé, and the institution is exempt from havingegister as a postsecondary school in the state
of lowa. The University of the Rockies' campusoisdted in Colorado and is authorized to operatih@yColorado Commission on Higher
Education. We do not have campuses in any states titan lowa and Colorado. The Higher Educationréguires Ashford University to
maintain its exemption from registration in lowa f@come registered in its absence) and requisebtiiversity of Rockies to maintain its
authorization from the Colorado Commission on Highducation in order to participate in Title IV gmams. To maintain our Colorado
authorization, we must comply with requirementsem@olorado statutes and rules for continued aightion. Failure to maintain our lowa
exemption or our Colorado authorization would cafiskford University or the University of the Rockjeespectively, to lose their
authorization to deliver educational programs andrant degrees and other credentials and losedligibility to participate in Title IV
programs. Effective July 1, 2011, the Departmegtiigtions impose new Title IV program requirementsan institution to be considered
legally authorized by a state. See "Department R¢igu of Title IV Programs—State authorization'oab.

Additional state regulatior

Most state education agencies impose regylaequirements on educational institutions opiegawithin their boundaries. Some states
have sought to assert jurisdiction over out-ofestatucational institutions offering online progratimat have no physical location or other
presence in the state but that have some activitlye state, such as enrolling or offering educatiservices to students who reside in the state,
employing faculty who reside in the state or adsary to or recruiting prospective students in $kege. In addition to lowa and Colorado, we
have determined that our activities in certainegtaonstitute a presence requiring licensure droaaation under the requirements of the state
education agency in those states, and in othezsste¢ have obtained state education agency apprasale have determined necessary in
connection with our marketing and recruiting at¢ids. We review state licensure requirements wipgmapriate to determine whether our
activities in those states constitute a presencgharwise require licensure or authorization. Beeawe enroll students from all 50 states and
from the District of Columbia, we may have to sée&nsure or authorization in additional statethim future. State regulatory requirements for
online education vary among the states, are ndtdeekloped in many states, are imprecise or unahesome states and are subject to change.
Consequently, a state education agency could disagith our conclusion that we are not requiredidtain a license or authorization in the
state and could restrict one or more of our busiaesivities in the state, including the abilityrezruit or enroll students in that state or to
continue providing services or advertising in thiate. If we fail to comply with state licensingaarthorization requirements for any state, we
may be subject to the loss of state licensure tragization by that state, or be subject to otlercsions, including restrictions on our activities
in that state, fines and penalties. The loss ofraguired license or authorization in states othan lowa and Colorado could prohibit us from
recruiting prospective students or from offeringvézes to current students in those states. Effectuly 1, 2011, the Department regulations
impose new Title IV state authorization requirenseot institutions that offer postsecondary edwusathrough distance education to studen
states in which it is not physically located omihich it is otherwise subject to state jurisdictemdetermined by the state. See "Department
Regulation of Title IV Programs—State authorizatiabove.
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Iltem 1A. Risk Factors.

Investing in our common stock involves risk. Befoeking an investment in our common stock, youldhaauefully consider the
following risks, as well as the other informaticontained in this report, including our annual cotidated financial statements and Part
Item 7, "Management's Discussion and Analysis n&R¢ial Condition and Results of Operations." Tis&s described below are those wh
we believe are the material risks we face. Anyefrisks described below could significantly angexdely affect our business, prospects,
financial condition and results of operations. Aseault, the trading price of our common stock dodécline and you could lose part or all
your investment. Additional risks and uncertaintie$ presently known to us or not believed by usetanaterial could also impact t

Risks Related to the Extensive Regulation of Our Bainess

If our institutions fail to comply with extensiveagulatory requirements, we could face monetary lidlkes or penalties, restrictions on ot
operations or growth or loss of access to fededns and grants for our students on which we aréstantially dependent.

In the years ended December 31, 2010, 2602008, Ashford University derived 85.0%, 85.59d 86.8%, respectively, and the
University of the Rockies derived 85.9%, 84.6% 8AdB%, respectively, of their respective revenireg#ch case calculated on a cash basis in
accordance with applicable Department regulatifnash federal student financial aid programs, refdno in this report as Title IV programs,
administered by the Department. To participateitte TV programs, a school must be legally authedizo operate in the state in which it is
physically located, accredited by an accreditingrey recognized by the Secretary of the Departmematreliable indicator of educational
quality and certified as an eligible institution the Department. As a result, we are subject terskte regulation by state education agencies,
our accrediting agency and the Department. Thegdatory requirements cover many aspects of ouradipas, including our educational
programs, facilities, instructional and administratstaff, administrative procedures, marketingruging, financial operations and financial
condition. These regulatory requirements can dfsxtaour ability to acquire or open additional sols, to add new or expand existing
educational programs, to change our corporatetsneior ownership and to make other substantivagés The state education agencies, our
accrediting agency and the Department periodicalyse their requirements and modify their intetatiens of existing requirements.

If one of our institutions fails to comphjth any of these regulatory requirements, the Depant can impose sanctions on such institt
including:

. transferring the institution to the heightened casinitoring level two method of payment or to teémbursement method of
payment, which would adversely affect the timingh# institution's receipt of Title IV funds;

. requiring the institution to post a letter of citeidifavor of the Department as a condition fortomed Title 1V certification

. imposing monetary liability against the institutitnan amount equal to any funds determined to haes improperly disburse
. initiating proceedings to impose a fine or to linsiispend or terminate the institution's partiégpain Title IV programs

. taking emergency action to suspend the institigipatticipation in Title IV programs without prioptice or a prior opportunity

for a hearing;

. failing to grant the institution's application famewal of its certification to participate in BtlV programs; o
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. referring a matter for possible civil or criminahiestigation.

If sanctions were imposed resulting in lbstantial curtailment or termination of our pantiiion in Title IV programs, our enrollments,
revenues and results of operations would be méyesiad adversely affected. Additionally, if adnstiative proceedings were initiated alleg
regulatory violations, or seeking to impose anyhssenctions, or if a third party were to initiabelicial proceedings alleging such violations,
the mere existence of such proceedings could damageputation. We cannot predict with certainbyvhall of these regulatory requirements
will be applied or whether we will be able to complith all of the requirements. We have describetia of the most significant regulatory
risks that apply to us in the following paragraphs.

Because we operate in a highly regulatddstry, we are also subject to compliance reviewgsaaims of noncompliance and lawsuits by
government agencies, regulatory agencies andphiries, including claims brought by third partiesbehalf of the federal government under
the federal False Claims Act. If the results ostheeviews or proceedings are unfavorable to ifsne are unable to defend successfully
against such lawsuits or claims, we may be requogzhy money damages or be subject to fines,dtioits, loss of Title IV funding,
injunctions or other penalties. Even if we adeqyaaddress issues raised by an agency review aesafully defend a lawsuit or claim, we
may have to divert significant financial and mamagat resources from our ongoing business operatiaddress issues raised by those
reviews or to defend against those lawsuits onmdaiClaims and lawsuits brought against us may deroar reputation or adversely affect our
stock price, even if such claims and lawsuits amntually determined to be without merit.

The Department's Office of Inspector General condad a compliance audit of Ashford University and $igssued a final audit report that
contains findings of noncompliance and recommendats for certain administrative remedies.

On January 21, 2011, Ashford Universityeieed a final audit report from the Department'§ic@fof Inspector General, or OIG, regard
the compliance audit commenced in May 2008 andraoy¢he period July 1, 2006 through June 30, 20®i2 audit covered Ashford
University's administration of Title IV program fds, including compliance with regulations governimgfitutional and student eligibility,
awards and disbursements of Title IV program fundsification of awards and returns of unearnedifuduring that period, and its
compensation of financial aid and recruiting persgrduring the period May 10, 2005 through June2B@9.

The final audit report contained audit fimgk, in each case for the period July 1, 2006utihoJune 30, 2007 (award year 2006-2007), and
related recommendations to the Department's Offideederal Student Aid, or FSA. For more informatiegarding the OIG's final audit rep
and the findings and recommendations containeeithesee "Regulation—Department Regulation of T rograms—Compliance reviews,
audits and reports" in Part |, Item 1 of this répor

Ashford University expects that the FSAlwdnsider the findings and recommendations irfitied audit report and engage in a dialog
with the university prior to determining what, ifiyg action to take. If the FSA were to determinassess a monetary liability or commence an
action to limit, suspend or terminate the univegfsiparticipation in Title IV programs, Ashford Weirsity would have an opportunity to contest
the assessment or proposed action through a sé@ebninistrative proceedings, with the right telseeview of any final administrative action
in the federal courts. Although we believe Ashfthtiversity operates in substantial compliance witipartment regulations that are applic:
to the areas under review, we cannot predict ttimatle extent of the potential liability or remeldéations, if any, that might result from the
recommendations by the OIG in the final audit répBuch findings and related remedial action ctwdde a material adverse effect on our
reputation in the industry, our cash flows and itssaf operations, our ability to recruit studeatsl our business.
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Our schools may be sanctioned or subject to lawsifithey pay impermissible commissions, bonusesthier incentive payments to
individuals involved in certain recruiting, admissns or financial aid awarding activities.

The Higher Education Act prohibits an ihgton from making any commission, bonus or otimeentive payment based directly or
indirectly on securing enrollments or financial &dany persons or entities involved in studentuiiog or admissions activities, or in making
decisions about the award of student financiaktasce. Although the Department's regulations atlgreset forth 12 "safe harbors" which
describe compensation arrangements that do nattgithe incentive compensation rule, includingghgment and adjustment of salaries and
bonuses under certain conditions, the law and atignis do not establish clear criteria for comptam all circumstances, and the Department
no longer reviews and approves compensation plaostp their implementation. Additionally, effeeg July 1, 2011, the Department
eliminated all 12 safe harbors. For more informatiegarding the elimination of the 12 safe harliyr¢he Department, see "Regulation—
Department Regulation of Title IV Programs—Inceataompensation” in Part |, Item 1 of this report.

If one of our institutions were to violdtee incentive compensation rule, it could be sultigenonetary liabilities or to administrative
action (a Subpart G proceeding) to impose a fin® ¢imit, suspend or terminate its eligibility participate in Title IV programs, which could
have a material adverse effect on our enrolimenemues and results of operations. In Findingth@fOIG's final audit report related to its
compliance audit of Ashford University, the OIG exted that Ashford University, during the 2006-2@@Vard year, designed a compensation
plan for enroliment advisors that provided inceatayments based on success in securing enrollmedtdid not establish that its plan and
practices qualified for the regulatory safe harb®rsthe extent Ashford University cannot estabtist its salary adjustments for enroliment
advisors in the 2006-2007 award year qualifiedtierregulatory safe harbors, the OIG recommendaictile Department's Office of Federal
Student Aid take appropriate action to impose a €in the university or to limit, suspend or ternténihe institution's eligibility for Title IV
programs. For more information regarding the Of®al audit report, see "Regulation—Department Ragon of Title IV Programs—
Compliance reviews, audits and reports” in Pdtem 1 of this report.

Additionally, several of our competitors/kebeen faced with lawsuits brought by currentoomier employees pursuant to the federal
Claims Act, alleging violations of the incentivengpensation rule. Defending a False Claims Act laiwsauld be costly and could divert
management's time and attention from our busimegsaydless of whether the claim has merit. The @vieesolution of such a lawsuit could
lead to monetary liability, including treble damagmd attorneys' fees, and other sanctions, wliigld have a material adverse effect on our
business, results of operations and financial ¢omrdi

The Department's elimination of the 12 "safe harbbprovisions, which specify certain activities aratfrangements that an institution may
carry out without violating the prohibition againghcentive compensation reflected in the Higher Ezhtion Act, could impair our ability to
sustain and grow our business at historical leve

Under current Department regulations, tleeeel2 "safe harbor" provisions which specify @iertctivities and arrangements that an
institution may carry out without violating the fibition against incentive compensation reflectethie Higher Education Act. In final
regulations published by the Department in Oct@84i0, the Department eliminated all 12 safe harbiestive July 1, 2011. For more
information regarding the elimination of the 12eshfirbors, see "Regulation—Department Regulaticritte IV Programs—Incentive
compensation” in Part I, Item 1 of this report.

We will have to modify some of our compeditapractices as a result of the elimination & tfafe harbors. Such a change could affect
our ability to compensate our enrollment advisord ather
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employees in a manner that appropriately refldws relative merit, which in turn could (i) redutte effectiveness of our employees and r

it more difficult for us to attract and retain $taiith the desired talent and motivation to succaed (ii) impair our ability to sustain and grow
our business and enrollments at our institutioitkee of which could have a material adverse eftecbur enrollments, revenues and results of
operations. As other institutions have disclosed, @& our pilot programs with revised compensattainctures have indicated, we expect that
our enrollment advisors' new enrollment produdyivitll decline as a result of the changes in cons¢éion methodology and that the majority
of the impact will be realized in the second hdl2011.

Final regulations that may be adopted by the Depaent relating to our students' gainful employment & recognized occupation may
require us to modify or eliminate some of the pregns at our institutions.

Under the Higher Education Act, proprietacpools are eligible to participate in Title IVograms only to the extent that their educational
programs lead to gainful employment in a recognzexlipation, with the limited exception of qualifiprograms leading to a bachelor's de:
in liberal arts. In July 2010, the Department pregubto assess whether a program leads to "gaimfolloyment” by applying two tests: a debt-
to-income test and a repayment rate test. Basedppsogram's performance under these two testgrdgram may be fully eligible, have
restricted eligibility or be ineligible to partiagpe in Title IV programs. For more information redjag the debt-to-income test and repayment
rate test, and related restrictions on eligibil#ge "Regulation—Department Regulation of TitleAkbgrams—Gainful employment” in Part I,
Item 1 of this report.

If such program eligibility rules are adegtby the Department as proposed, we may needddyray eliminate some of the educational
programs at our institutions, or delay the intrdéhrcof new programs, which could have a negatinpact on our growth and enrollments. The
Department is expected to publish final gainful &mgment regulations regarding program eligibilitygarly 2011, which regulations are
expected to become effective July 1, 2012.

Final regulations adopted by the Department requig our institutions to notify the Department in adnce of introducing new programs
could delay the introduction of such programs anégatively impact our growth.

Under final regulations adopted by the D&pant in October 2010, if an institution seekgtovide a new program that prepares students
for gainful employment in a recognized occupatibmust submit a notice to the Department at |I88stlays before the first day of class of
such program containing the information specifiethie regulations. For information regarding thguieed contents of the notice, see
"Regulation—Department Regulation of Title IV Pragrs—Gainful employment" in Part |, Item 1 of théport.

Unless otherwise required by the Departnt@iobtain approval for the new program, an insttuthat provides a notice may proceed \
its plans to offer the new program based on itsrd@nation that the program is an eligible progthat prepares students for gainful
employment in a recognized occupation. Howevea,dbncern or need for additional information altbetnew program is identified by
Department staff after receiving notice of the r@agram, the Department may alert the institutadrieast 30 days before the first day of cl
that the Department must approve the program fibe TV purposes. If any new program submitted by iastitutions is identified as being
subject to Department review for Title IV purposiesould result in difficulties or delays in intlacing the program, which could have a
negative impact on our growth and enrollments.
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If one of our institutions offers classes to studsrin a state in which it is not physically locateohd fails to meet applicable sta
requirements to offer such classes in that state, mvay be unable to enroll students in such stateexeive Title IV funds for students in
such state

Final regulations adopted by the Departnre@ctober 2010 provide that, effective July 11 20if an institution is offering postsecondary
education through distance or correspondence edadatstudents in a state in which it is not pbgllyy located or in which it is otherwise
subject to state jurisdiction as determined bystiage, the institution must meet any state requéreémfor it to be legally offering postsecondary
distance or correspondence education to studetitgirstate; additionally, an institution must ideato document upon request by the
Department that it has the applicable state apfprova

Although our institutions have a procegsefealuating the compliance of their online edwnrai programs with state requirements
regarding distance and correspondence learninghavel experienced no significant restrictions airtbducational activities to date as a result
of such requirements, state regulatory requiremfentsnline education vary among the states, atevetl developed in many states, are
imprecise or unclear in some states and are sulojetitange. Moreover, it is also unclear whethertarwhat extent state agencies may
augment or change their regulations in this arearasult of new Department regulations and ine@asrutiny. Any failure to comply with
state requirements, or any new or modified reguteti could result in our inability to enroll studewnr receive Title IV funds for students in
those states and could result in restrictions argoawth and enroliments.

We must periodically seek recertification to paipate in Title IV programs and may, in certain cimnstances, be subject to review by the
Department prior to seeking recertificatiol

An institution that is certified to parficite in Title IV programs must periodically seekawification from the Department to continue
participating in such programs, including whenritlargoes a "change of control" as defined by theatenent. Our current certification for
Ashford University is scheduled to expire on JuBeZ)11. Our current certification for the Univéysf the Rockies is scheduled to expire on
June 30, 2016. The Department may also reviewrgtitutions' continued certification to participateTitle IV programs if we undergo a
change of control. In addition, the Department n@ke emergency action to suspend an instituti@rtification without advance notice if it
determines the institution is violating Title IVq@irements and determines that immediate actioedgssary to prevent misuse of Title IV
funds. If the Department did not renew or if it ndtew our institutions' certifications to participan Title IV programs, our students would no
longer be able to receive Title IV funds, which wbbave a material adverse effect on our enrollmmevienues and results of operations.

Action by the U.S. Congress to revise the laws gowey federal student financing programs or redudanding for these programs coul
negatively impact our enrollments, revenue and réswf operations.

The U.S. Congress must periodically reatitlethe Higher Education Act and annually deteentire funding level for each Title IV
program. In 2008, the Higher Education Act was tieaized through September 30, 2014 by the HigluercEtion Opportunity Act. The U.S.
Congress may propose and pass revisions to theeHiggtucation Act between reauthorizations, suligeepproval by the President. Also, the
U.S. Congress determines the funding levels fde Tit programs annually through the budget and apipations process. Changes to the
Higher Education Act are likely to result from sehsent reauthorizations and other changes may ¢zc¢he Higher Education Act or to Title
IV program funding levels, and the scope and sulgstaf any such changes cannot be predicted.
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In the past year, there has been increfased by the U.S. Congress on the role that prigsieeducational institutions play in higher
education. On June 17, 2010, the Education andrl@mmittee of the U.S. House of Representativés &adearing to examine the manner in
which accrediting agencies review higher educatistitutions' policies on credit hours and progienmgth. This followed a report from the
Office of the Inspector General of the U.S. Deparitrin December 2009 criticizing the accreditatida proprietary school by a regional
accrediting body and requesting that the Departmeaiéw the appropriateness of its recognitiorhef accrediting body. On June 24, 2010, the
Health, Education, Labor and Pensions Committebef).S. Senate ("HELP Committee") released a tepntitled, "Emerging Risk?: An
Overview of Growth, Spending, Student Debt and Wmarted Questions in For-Profit Higher Educationd &eld the first in a series of
hearings to examine the proprietary education seEgrlier, the Chairmen of each of these educat@nmittees, together with other members
of Congress, requested the Government Accountakififice ("GAQO") to conduct a review and prepareport with recommendations
regarding various aspects of the proprietary setoluding recruitment practices, educational guastudent outcomes, the sufficiency of
integrity safeguards against waste, fraud and aloufgeleral student aid programs and the degrehtoh proprietary institutions' revenue is
composed of Title IV and other federal funding st The results of a portion of this review by %0 were reported at a HELP Committee
hearing on August 4, 2010, entitled, "For Profih8als: The Student Recruitment Experience." Sem Harkin, the Chairman of the HELP
Committee, stated at the August hearing that lterigerned about the practices of proprietary schdloé increasing amount of Title IV
funding received by the proprietary sector andetfiectiveness of accrediting bodies in ensuringlangic and other standards. In addition, ¢
Harkin has stated that the recently proposed régukby the Department regarding incentive comagos of recruiting personnel, gainful
employment standards and other matters, while Yse®ionly a start to addressing the problemsenegives in the sector. Following the
August hearing, Sen. Harkin requested a broad rahdetailed information from 30 groups of propaist institutions, including Ashford
University and the University of the Rockies. Oustitutions have been, and intend to continue beésgonsive to the requests of the HELP
Committee. On September 30, 2010, the HELP Comeniitédd a third hearing and Sen. Harkin's staffasgel a memorandum entitled "The
Return on the Federal Investment in Rupfit Education: Debt Without a Diploma." On Fed#rp 8, 2011, Sen. Harkin spoke on the floor of
U.S. Senate and asserted that proprietary schinolsding Ashford University, engage in overly agggive and misleading tactics to recruit
students.

On March 1, 2011, we received corresponedrmn the HELP Committee inviting our CEO and Rtest to testify at a hearing schedt
for March 10, 2011, regarding Bridgepoint Educatime. and Ashford University.

We cannot predict what legislation, if amyl] emanate from these Congressional committegihgs or what impact any such legislation
might have on the proprietary education sectoraurdbusiness in particular. Any action by Congtéss significantly reduces Title IV
program funding or the eligibility of our institotis or students to participate in Title IV progranuld have a material adverse effect on our
enroliments, revenues and results of operationsgf@ssional action could also require us to modify practices in ways that could increase
our administrative costs and reduce our profit imanghich could have a material adverse effect wnemrollments, revenues and results of
operations.

If the U.S. Congress significantly redutieel amount of available Title IV program fundingg would attempt to arrange for alternative
sources of financial aid for our students, whichynmelude lending funds directly to our studentst iv is unlikely that private sources would
able to provide as much funding to our studentteams as favorable as are currently provided bl Tit. In addition, private organizations
could require us to guarantee all or part of tesstance and we might incur other additional cdsis these reasons, private, alternative
sources of student financial aid would only padtfset, if at all, the impact on our business afueed Title IV program funding.
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Our failure to maintain institutional accreditationwould result in a loss of eligibility to particiga in Title IV programs.

An institution must be accredited by anraditing agency recognized by the Department ireotd participate in Title IV programs. Each
of our schools is accredited by the Higher Learr@agnmission of the North Central Association ofl€gés and Schools, which is recognized
by the Department as a reliable authority regartiegguality of education and training providedthg institutions it accredits. Ashford
University was reaccredited by the Higher Learr@ammission in 2006 for a term of ten years, andthwersity of the Rockies was
reaccredited by the Higher Learning Commissiond@&for a term of seven years.

To remain accredited, our institutions meettinuously meet accreditation standards relatngmong other things, performance,
governance, institutional integrity, educationalify, faculty, administrative capability, resouscand financial stability. If either of our
institutions fails to satisfy any of the Higher kkeing Commission's standards, it could lose itseditation. Loss of accreditation would
denigrate the value of our institutions' educatiganagrams and would cause them to lose theirlglityi to participate in Title IV programs,
which would have a material adverse effect on owolément, revenues and results of operations.

If Ashford University and the University of the Ré&ies are considered to be outside of the Higher trdag Commission's jurisdiction unde
a new policy, the institutions could lose accredita and become ineligible for Title IV programs.

The Higher Learning Commission has receadgpted revised bylaws and related policies wbidtine the basis on which an institution
may claim that it is within the commission's juiitgtbn. The revised bylaws provide, subject to $fext grace periods and grandfathering
provisions, that an institution must be incorpodatéthin a state in the 18tate north central region and also have a "sutistgmesence” in th
north central region, as defined by commissiongyolio be considered within the commission's jucigoin. For more information, see
"Regulation—Accreditation—Changes to Higher Leagn@ommission jurisdiction" in Part I, Item 1 of shieport. The Higher Learning
Commission will evaluate an institution that wasradited by the commission as of July 1, 2010 (faxcAshford University and the Univers
of the Rockies), against the "substantial presedeéhition at the time of the commission's nextinpoehensive evaluation of such institution,
except where the commission has information tociaighi that an institution does not meet this requéret and initiates, subsequent to July 1,
2012, an inquiry to review jurisdiction. Ashford Warsity and the University of the Rockies are escheduled for their next comprehensive
evaluations in 2014-2015.

Ashford University and the University oktRockies have campuses in, are incorporated thhawe business operations, administration
and leadership in lowa and Colorado, respectivmh of which states are located in the north eémégion. However, because both
institutions also have business operations, adtmétisn and leadership located outside of the noetitral region, it is uncertain whether the
Higher Learning Commission would determine thaséhmstitutions have a substantial presence imah central region under the definition
in the adopted new policy. If the Higher Learningn@nission determines that Ashford University arel thniversity of the Rockies do not hi
a substantial presence in the north central regimhare outside the commission's jurisdiction jitisétutions will be subject to reconsideration
of their affiliated status with the Higher Learni@@mmission. If the institutions were no longerradited by an accrediting body recognized
by the Department, they would be ineligible to m#pate in Title IV programs until they obtaineccaeditation by another accrediting body
recognized by the Department, at which time theyld/meed to file an application with the Departmiemtreinstatement. The ineligibility of
our institutions to participate in Title IV programvould have a material adverse effect on our gneuits, revenues and results of operations.
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Ashford University could experience difficulties atelays in changing its primary accredito

In September 2010, we announced that Adhflmiversity has initiated the process of seekagjanal accreditation from the Accrediting
Commission for Senior Colleges and UniversitiethefWestern Association of Schools and CollegesAS@"). Ashford University is
currently accredited by, and in good standing wittle, Higher Learning Commission.

Although Ashford University is working cabboratively with both WASC and the Higher Learn®gmmission to facilitate the migration
of accreditation, it could experience difficultiesdelays in receiving initial accreditation fromASIC. If Ashford University is unable to obtain
initial accreditation from WASC, the institutiorasademic reputation and ability to grow enrollmesusld be negatively affected. Additiona
if Ashford University does not receive WASC acctation and loses accreditation from the Higher besy Commission (e.g., due to the
Higher Learning Commission's proposed new jurisdiietl requirements requiring a "substantial preséitthe 19-state north central region,
which will become effective on July 1, 2012), thetitution would no longer be accredited by an editing body recognized by the
Department and would be ineligible to participaiditle IV programs until it obtained accreditatibp another accrediting body recognized by
the Department, at which time it would need to éifeapplication with the Department for reinstatetm# Ashford University becomes
ineligible to participate in Title IV programs,\itill have a material adverse effect on our enrofitserevenue and results of operations.

If our accrediting body loses recognition by the partment, we could lose our ability to participaite Title IV programs.

In December 2009, the OIG issued an "AWgmorandum,” calling into question the Higher LeagnhCommission’'s compliance with the
applicable Department regulations related to thghkli Learning Commission's status as recognizeétidipepartment. Specifically, in matters
unrelated to us, the OIG asserted in the Alert Mamdum that the Higher Learning Commission didmake appropriate assessments as to
credit hours with respect to the distance educatfograms of one of the Higher Learning Commissiagcredited institutions and, as such,
OIG recommended that the Department determine wehétle Higher Learning Commission is in compliandda applicable regulations and,
not, take appropriate action to limit, suspendeominate the Higher Learning Commission's recognibly the Secretary of Education.
Additionally, in May 2010, the OIG issued a finahnagement report to the Higher Learning Commissiavhich the OIG found that the
Higher Learning Commission does not have an estaddi definition of credit hour or minimum requirerteefor program length and the
assignment of credit hours, which the OIG assertedd result in inflated credit hours, the improgesignation of full-time student status and
the over-awarding of Title IV funds.

The Department reportedly informed the Highearning Commission that the Higher Learning @ossion could come into compliance
with the applicable regulations if it accepted dfecorrective actions and that, if the Higher iréag Commission did not accept the correc
actions, the Department would initiate a limitatisaspension or termination action against the etiglearning Commission. The Higher
Learning Commission reportedly informed the Deparitthat the Higher Learning Commission acceptedt@partment's corrective action
plan in May 2010. We do not know whether the Dapartt will take further action. If the Departmengased to recognize the Higher Learning
Commission for any reason, Ashford University amel tniversity of the Rockies would not be eligibdeparticipate in Title IV programs
beginning 18 months after the date such recognatéased unless the Higher Learning Commission gais aecognized or our institutions
were accredited by another accrediting body reasghby the Department. The ineligibility of ourtihgtions to participate in Title IV
programs would have a material adverse effect orenrollments, revenues and results of operations.
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If one of our institutions does not maintain necexmy state authorization in the states in which & physically located, it may not operate
participate in Title IV programs

To participate in Title IV programs, antifigion must be authorized by the relevant edacaetigency of the state in which it is physically
located.

. Ashford University is located in the State of loarad is authorized to offer postsecondary programewa. The institution is
exempt from having to register as a postseconddryd in the State of lowa. Such exemption mayolsé dr withdrawn if
Ashford University fails to comply with requiremsninder lowa law for continued exemption.

. The University of the Rockies is located in thet&taf Colorado and is authorized by the Coloradm@dssion on Higher
Education. Such authorization may be lost or witldr if the University of the Rockies fails to comptith requirements under
Colorado statutes and rules for continued authtioiza

The final regulations published in OctoB84.0, which that take effect on July 1, 2011 impose requirements for an institution to be
considered "legally authorized" in a state, whieheiquired for the institution to remain eligibtegarticipate in the Title IV programs. The final
regulations provide that the Secretary of Educationld consider an institution to be legally authed by a state if it meets one of several sets
of requirements. See "Regulation—Department Reigulatf Title [V Programs—State authorization.” The Department stated whpahtishet
the final regulations that it will not publish atliof states that meet, or fail to meet, the regménts, and it is uncertain how the Department will
interpret these requirements in each state. Thaudapnt also stated that institutions unable taioldétate authorization in a state under the
of the above-mentioned sets of requirements mayestcp one-year extension of the effective dateefegulation to July 1, 2012, and if
necessary, an additional ogear extension of the effective date to July 1,20 receive an extension of the effective datdnatitution mus
obtain from the state an explanation of how a os@-gxtension will permit the state to modify itegedures to comply with the regulations.

Loss of state authorization by one of astitutions in the state in which it is physicdlbgated, or the failure of the state authorizatmn
meet the requirements under the new regulatiortsmihe time periods provided by the regulationsula terminate our ability to provide
educational services through such institution, e & make such institution ineligible to partatg in Title IV programs, which would have a
material adverse effect on our enroliments, reveraunel results of operations.

The failure of our institutions to demonstrate fimecial responsibility may result in a loss of eligithy to participate in Title IV programs or
require the posting of a letter of credit in ordém maintain eligibility to participate in Title [Vprograms.

To participate in Title IV programs, ang#ftile institution must, among other things, satsgcific measures of financial responsibility
prescribed by the Department or post a letter edlitin favor of the Department and possibly acagper conditions to the institution's
participation in Title IV programs. For more infoation regarding the Department's financial respalitsi requirements, see "Regulation—
Department Regulation of Title IV Programs—Finahoésponsibility" in Part |, Item 1 of this repolt.we are found not to have satisfied the
Department's financial responsibility requirements,could be limited in our access to, or loseeT¥ program funding, which would have a
material adverse effect on our enroliment, reveramesresults of operations.

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

Department regulations specify extensivieia by which an institution must establish thdtas the requisite administrative capability to
participate in Title IV programs. For more inforriaat
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regarding the Department's administrative capatsliatndards, see "Regulation—Department Regulatidritle IV Programs—Administrative
capability" in Part |, Item 1 of this report.

If an institution fails to satisfy any dfese criteria or comply with any other Departmegutations, the Department may impose sanc
including:

. transferring the institution to the heightened camsmnitoring level two method of payment or to teembursement method of
payment, which would adversely affect the timinghaf institution's receipt of Title IV funds;

. requiring the institution to post a letter of citedifavor of the Department as a condition forthaned Title IV certification;

. imposing a monetary liability against the institutin an amount equal to any funds determined e haen improperly
disbursed;

. initiating proceedings to impose a fine or to linsiispend or terminate the institution's partiégpain Title IV programs;

. taking emergency action to suspend the institidipatticipation in Title IV programs without prinotice or a prior opportunity

for a hearing;
. failing to approve the institution's application fenewal of its certification to participate intl€ilV programs; o

. referring a matter for possible civil or criminahiestigation.

If we are found not to have satisfied thepBrtment's administrative capability requirementscould be limited in our access to, or lose,
Title IV program funding, which would have a matédverse effect on our enrollment, revenues agdlts of operations.

Our institutions are subject to sanctions if thegifto correctly calculate and return Title IV pragm funds in a timely manner for students
who withdraw before completing their educationalggram.

An institution participating in Title IV pgrams must correctly calculate the amount of ureziiTitle IV program funds that have been
disbursed to students who withdraw from their etiocal programs before completion and must rethasé unearned funds in a timely
manner, generally within 45 days of the date th®etdetermines that the student has withdrawn.edbépartment regulations, failure to
make timely returns of Title IV program funds fé¥e%r more of students sampled on the institutianfsual compliance audit in either of its
two most recently completed fiscal years can rdawdh institution's having to post a letter ofditén an amount equal to 25% of its prior year
returns of Title IV program funds.

If unearned funds are not properly cal@dadnd returned in a timely manner, an instituisoglso subject to monetary liabilities or an
action to impose a fine or to limit, suspend ontieate its participation in Title IV programs. Iinling 3 of the OIG's final audit report
pertaining to its compliance audit of Ashford Unisigy, the OIG asserted that Ashford Universityridg the 2006-2007 award year, did not in
all instances return Title IV funds timely for sarts who withdrew or went on a leave of absenam sohool. Accordingly, the OIG
recommended that the FSA (i) require Ashford Ursitgrto develop and implement certain remedialgieti and procedures and (ii) take
appropriate action to impose a fine on the unitgiai to limit, suspend or terminate the institat®eligibility for Title IV programs. For more
information about the OIG's final audit report, $Begulation—Department Regulation of Title IV Prams—Compliance reviews, audits and
reports" in Part I, Item 1 of this report.
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We may lose our eligibility to participate in Titl/ programs if the percentage of our revenue dexd/from those programs is too high.

Pursuant to a provision of the Higher EdiaceAct, a for-profit institution loses its eliglity to participate in Title IV programs if the
institution derives more than 90% of its revenumddulated on a cash basis in accordance withegipé Department regulations) from Title
IV funds for two consecutive fiscal years. Thiserid commonly referred to as the "90/10 rule." Amstitution that violates the 90/10 rule
becomes ineligible to participate in Title IV pragms for at least two fiscal years. In additionjrestitution whose rate exceeds 90% for any
single year will be placed on provisional certifioa and may be subject to other enforcement measur

In the years ended December 31, 2010 af@fl, 26shford University derived 85.0% and 85.5%pesgively, and the University of the
Rockies derived 85.9% and 84.6%, respectivelyheirrespective revenues (calculated on a cask baaccordance with applicable
Department regulations) from Title IV funds. Inétidjty to participate in Title IV programs wouldalve a material adverse effect on our
enroliments, revenues and results of operationsefRehanges in federal law which increased Titlgdant and loan limits, and any additional
increases in the future, may result in an incréaslee revenues we receive from Title IV programbkich could make it more difficult for us to
satisfy the 90/10 rule.

We may lose our eligibility to participate in Titl&/ programs if our student loan default rates ateo high.

For each federal fiscal year, the Departroaltulates a rate of student defaults for eacltatibnal institution which is known as a "cof
default rate." An institution may lose its eligibjlito participate in the Direct Loan, FFEL and IRebgrams if, for each of the three most recent
federal fiscal years for which information is a@dile, 25% or more of its students who became sutgecrepayment obligation in that federal
fiscal year defaulted on such obligation by the ehthe following federal fiscal year. In additicam) institution may lose its eligibility to
participate in the Direct Loan and FFEL programissitohort default rate exceeds 40% in the masinefederal fiscal year for which default
rates have been calculated by the Department. Aghfoiversity's two-year cohort default rates foe 2008, 2007 and 2006 federal fiscal
years, were 13.3%, 13.3% and 4.1%, respectivelg.th-year cohort default rates for the University af fRockies for the 2008, 2007 and
2006 federal fiscal years were 2.5%, 0.0% and Or@%gectively. The draft cohort default rates far 2009 federal fiscal year for Ashford
University and the University of the Rockies weEe3P6 and 3.3%, respectively. An institution whosebhart default rate equals or exceeds :
in any one of the three most recent fiscal yearsvfach rates have been issued by the Departmeptmplaced on provisional certification
the Department.

The August 2008 reauthorization of the KigBRducation Act includes significant revisionghe requirements concerning cohort default
rates. Under the revised law, the period for wisithlents' defaults on their loans are includetiéncialculation of an institution's cohort default
rate has been extended by one additional yearhwhiexpected to increase the cohort default fatesost institutions. That change was
effective with the calculation of institutions' amt default rates for the federal fiscal year egddeptember 30, 2009, which rates are expected
to be calculated and issued by the Department 12 2Dhe Department will not impose sanctions basethtes calculated under this new
methodology until three consecutive years of ratese been calculated, which is expected to occ@0i@. Until that time, the Department v
continue to calculate rates under the old calauathethod and impose sanctions, if necessary, lmas#wse rates. The revised law also
increases the threshold for ending an institutipatgicipation in the relevant Title IV programsrin 25% to 30%, effective for final three-year
cohort default rates published on or after the Z@ti2ral fiscal year. Ineligibility to participate Title IV programs would have a material
adverse effect on our enroliments, revenue andtsesiuoperations. The revised law changes thesttolel for placement on provisional
certification to 30% for two of the three most neciscal years for which the Department
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has published official three-year cohort defaulésaAshford University's unofficial or trial thrgear cohort default rates for the 2008, 2007
and 2006 federal fiscal years were 21.7%, 17.4%6ab%, respectively. The trial three-year cohofadHt rates for the University of the
Rockies for the 2008, 2007 and 2006 federal figeats were 2.5%, 1.4% and 0.0%, respectively. fiteetyear cohort default rates are
considered "trial" because, as mentioned aboveiutisns are not required to calculate prior thyear repayment rates until 2012, and the
rates will not be the basis for measurement of diampe until 2014.

Our failure to comply with regulations of variougates could preclude us from recruiting or enrollinstudents in those states or result in
such students being ineligible for Title IV finanal aid.

Various states impose regulatory requirdsien educational institutions operating withinithmundaries. Several states have sought to
assert jurisdiction over online educational inskitns that have no physical location or other pneedn the state but that offer educational
services to students who reside in the state omtihzertise to or recruit prospective studenthendtate. State regulatory requirements for o
education are inconsistent between states andoakgell developed in many jurisdictions. As sudlede requirements are subject to change
and in some instances are unclear or are leftetdigcretion of state employees or agents. Ourgihgrbusiness and the constantly changing
regulatory environment require us to regularly aag our state regulatory compliance activitiesvdfare found not to be in compliance and a
state seeks to restrict one or more of our busiaetbgties within that state, we may not be abledcruit students from that state and may have
to cease recruiting or enrolling students in thates

Although under current law the only statéharizations required for Ashford University ame tUniversity of the Rockies to participate in
Title IV programs are the exemption for Ashford inisity in the State of lowa and the Universitytted Rockies' authorization from the
Colorado Commission of Higher Education, the ldslicensure or authorization in other states, eralssertion by other states that licensure is
required within their states, could prohibit usnfroecruiting or enrolling students in those statémwvever, effective July 1, 2011, the
Department regulations will impose new Title IVtstauthorization requirements for institutions tb#iér postsecondary education through
distance education to students in states in whiishriot physically located or in which it is othse subject to state jurisdiction as determined
by the state. See "Regulation—Department Regulatidritle IV Programs—State authorization" in Piattem 1 of this report. Our failure to
comply with these requirements in one or more stateild result in our inability to provide Title Mnds to students in those states.

If requlators do not approve or if they delay theapproval of transactions involving a change of dool of our company, our ability tc
participate in Title IV programs may be impaire

If we or either of our institutions undeegoa change of control under the standards ofgipé state education agencies, the Higher
Learning Commission or the Department, we must feelpproval of each such regulatory agency. Fpermformation, see "Regulation—
Department Regulation of Title IV Programs—Changewnership resulting in a change of control" imtPaltem 1 of this report. A failure by
us or one of our institutions to reestablish itgestiuthorization, Higher Learning Commission agita¢ion or Department certification, as
applicable, following a change of control couldukesn a suspension or loss of operating autharitthe ability to participate in Title IV
programs, which would have a material adverse effe@ur enrollments, revenues and results of dipera
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We cannot offer new programs, expand our physicpkeations into certain states or acquire additionsthools if such actions are not
approved in a timely fashion by the applicable régwry agencies, and we may have to repay Titleflivids disbursed to students enrolled
any such programs, states or acquired schools ifdeenot obtain prior approval.

Our expansion efforts include offering neslucational programs, some of which may requireleggry approval. In addition, we may
increase our physical operations in additionakstaind seek to acquire additional schools. If vweuaeble to obtain the necessary approval
such new programs, operations or acquisitions fiteerDepartment, the Higher Learning Commissionngrapplicable state education agency
or other accrediting agency, or if we are unablelt@in such approvals in a timely manner, ouritgltib consummate the planned actions and
provide Title IV funds to any affected students Vdolie impaired, which could have a material adveféect on our expansion plans. If we
were to determine erroneously that any such adigmot need approval or had all required approwad¢scould be liable for repayment of the
Title IV program funds provided to students in thetgram or at that location.

Our regulatory environment and our reputation maemegatively influenced by the actions of other fs#ondary institutions.

In recent years, Congressional, federatesind accrediting agency investigations and kifightion have been commenced against se
postsecondary educational institutions. These tigatsons and lawsuits have alleged, among othiag#h deceptive trade practices and
noncompliance with Department regulations. Thekmations have attracted adverse media coveraghamdbeen the subject of federal and
state legislative hearings. Although the mediayla@gry and legislative focus has been primarilyttom allegations made against these specific
companies, broader allegations against the oveoalisecondary sector may negatively impact pulaicgptions of postsecondary educational
institutions, including Ashford University and thiiversity of the Rockies. Such allegations cowslult in increased scrutiny and regulatiol
the Department, Congress, accrediting bodies, Egiglatures or other governmental authoritieglbpostsecondary institutions, including
ours.

Risks Related to Our Business

If we become involved in protracted litigation other legal proceedings, we could incur significadéfense costs and losses in the ever
adverse outcomes.

From time to time, we are a party to vasitawsuits, claims and other legal proceedingsdtiae in the ordinary course of business. If we
become involved in protracted litigation or legedgeedings, we could incur, in the event of advergeomes, significant defense costs,
monetary losses or restrictions on our businegspawhich could have a material adverse effecbonenrollments, revenues and results of
operations.

For more information regarding current lggaceedings involving us, including a civil intigmtive demand from the Attorney Genera
the State of lowa, see "Legal Proceedings" in Rétem 3 of this report.

Our financial performance depends on our ability tmntinue to develop awareness among, to recruiti@o retain students.

Building awareness among potential studeh#sshford University and the University of the ¢k@es and the programs we offer is critical
to our ability to attract prospective studentss lalso critical to our success that we converséhgrospective students to enrolled students in a
cost-effective
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manner and that these enrolled students remaweaatiour programs. Some of the factors that cpubvent us from successfully recruiting
retaining students in our programs include:

. the emergence of more and better competitors;

. factors related to our marketing efforts, includthg costs of Internet advertising and broad-basadding campaigns;

. performance problems with our online syste

. failure to maintain accreditation and eligibilityrfTitle IV programs

. student dissatisfaction with our services and @aDTH;

. a decrease in the perceived or actual economiditetieat students derive from our programs or paogs provided by prival

sector postsecondary education companies generally;

. adverse publicity regarding us or online or privegetor postsecondary education generally;
. price reductions by competitors that we are unmgllor unable to match; and
. a decline in the acceptance of online educaticedacation provided by private sector postseconddugation companie

Strong competition in the postsecondary educatioarket, especially in the online education markeguid decrease our market shar
increase our cost of recruiting students and putvdoward pressure on our tuition rates.

Postsecondary education is highly competitiVe compete with traditional public and privit®- and four-year colleges as well as with
other postsecondary schools. Traditional collegesumiversities may offer programs similar to catr$ower tuition levels as a result of
government subsidies, government and foundationtgrégax-deductible contributions and other finahsburces not available to for-profit
postsecondary institutions. In addition, some afaampetitors, including both traditional college®d universities, have substantially greater
brand recognition and financial and other resouticas we have, which may enable them to compete miféectively for potential students. \
also expect to face increased competition as atr@fSnew entrants to the online education marketiuding traditional colleges and
universities that had not previously offered onlgaication programs.

We may not be able to compete successdigiinst current or future competitors and may fawapetitive pressures that could adversely
affect our business. We may be required to reduceuition or increase spending in order to retaito attract students or to pursue new
market opportunities. We may also face increasegpetition in maintaining and developing new marnkgtielationships with corporations,
particularly as corporations become more selees/® which online universities they will encouralgeir employees to attend and from which
they will hire prospective employees.

System disruptions and vulnerability from securitigks to our technology infrastructure could impacur ability to generate revenue ar
could damage the reputation of our institutions.

The performance and reliability of our teclogy infrastructure is critical to our reputatiand to our ability to attract and retain students.
We license the software and related hosting andter@nce services for our online platform from BeareCollege ("eCollege™) and the
software and related maintenance services fortadest information system from Campus Managememp Cboth of which are third-party
software and service providers. We also developuifide proprietary software, primarily for our siomer relationship management, or CRM,
system. Any system error or failure, or a
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sudden and significant increase in bandwidth usamdd result in the unavailability of systems ®ar our students.

Our computer networks may also be vulnerablunauthorized access, computer hackers, comgriees and other security problems. A
user who circumvents security measures could misgpiate proprietary information or cause interfops or malfunctions in operations. As a
result, we may be required to expend significasbueces to protect against this threat. Althouglceminually monitor the security of our
technology infrastructure, we cannot assure yotitttese efforts will protect our computer netwoakminst the threat of security breaches.

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

Our success depends largely on the skilferts and motivations of our executive officedio generally have significant experience with
our company and within the education industry. Biuthe nature of our business, we face significantpetition in attracting and retaining
personnel who possess the skill sets we seekditiad key personnel may leave us and may subselyusompete against us. We do not ¢
life insurance on our key personnel for our bendtite loss of the services of any of our key pemstror our failure to attract and retain other
qualified and experienced personnel on acceptabtest could impair our ability to sustain and g business. In addition, because we
operate in a highly competitive industry, our hiriof qualified executives or other personnel mayseaus or such persons to be subject to
lawsuits alleging misappropriation of trade secretproper solicitation of employees or other claim

If we are unable to hire and to continue to developw and existing employees responsible for studectuitment, the effectiveness of o
student recruiting efforts would be adversely affed.

To support our planned enrollment and reeegrowth, we intend to (i) hire, develop and traisignificant number of additional
employees responsible for student recruitment &ncefain and continue to develop and train ourent student recruitment personnel. Our
ability to develop and maintain a strong studentuiing function may be affected by a number aftdas, including our ability to integrate and
motivate our enrollment advisors, our ability téeefively train our enrollment advisors, the lengthime it takes new enrollment advisors to
become productive, regulatory restrictions on tieghod of compensating enroliment advisors and dinepetition in hiring and retaining
enrollment advisors.

A decline in the overall growth of enrollment in gtsecondary institutions, or in the number of stude seeking degrees online or in o
core disciplines, could cause us to experience Ioemrollment at our schools.

We have experienced significant growth sine acquired Ashford University in 2005. Howewehjle we have continued to achieve
growth in revenues and enroliment year-over-ydease growth rates have declined in recent perindsreay continue to decline in the future.
According to a November 2009 study by Eduventuregepts a compound annual growth rate of 13% imenpostsecondary enroliment over
the five-year period ending fall 2014. This rategadwth is slower than the 25.3% compound annualtr rate for the prior five-year period
ended in fall 2008, when online enroliment increblsg an aggregate of 1.3 million. In order to maimtcurrent growth rates, we will need to
attract a larger percentage of students in existingkets and expand our markets by creating nedeaci@ programs. In addition, if job growth
in the fields related to our core disciplines isaker than expected, fewer students may seek tles tyfpdegrees that we offer.
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Our success depends in part on our ability to upglahd expand the content of existing programs andlevelop new programs and
specializations on a timely basis and in a c-effective manner.

The updates and expansions of our exigtingrams and the development of new programs amdlazations may not be accepted by
existing or prospective students or employers.dfde not adequately respond to changes in marfgeiregnents, our business will be adver:
affected. Even if we are able to develop acceptable programs, we may not be able to introduceethesv programs as quickly as students
require or as quickly as our competitors introdoompeting programs. To offer a new academic progreermay be required to obtain
appropriate federal, state and accrediting ageppyo&als, which may be conditioned or delayed mamner that could significantly affect our
growth plans. In addition, to be eligible for fedestudent financial aid programs, a hew academugnam may need to be approved by the
Department.

Establishing new academic programs or nyodifexisting programs requires us to make investsi@ management and capital
expenditures, incur marketing expenses and reaiadher resources. We may have limited experigrttethe programs in new disciplines
and may need to modify our systems and strategyiar into arrangements with other educationaitirtgins to provide new programs
effectively and profitably. If we are unable toiease enrollment in new programs, offer new programa cost-effective manner or are
otherwise unable to manage effectively the opemataf newly established academic programs, oumtge®and results of operations could be
adversely affected.

Our failure to keep pace with changing market needtsuld harm our ability to attract students.

Our success depends to a large extenteowittingness of employers to hire, promote or @age the pay of our graduates. Increasingly,
employers demand that their new employees pospessmiate technical and analytical skills and appropriate interpersonal skills, such as
communication and teamwork. These skills can evadp@dly in a changing economic and technologicaimnment. Accordingly, it is
important that our educational programs evolveegponse to those economic and technological changes

The expansion of existing academic prograntsthe development of new programs may not bepaed by current or prospective
students or by the employers of our graduates. Hwea develop acceptable new programs, we mayaatble to begin offering those new
programs in a timely fashion or as quickly as aampetitors offer similar programs. If we are unabl@dequately respond to changes in
market requirements due to regulatory or finanogistraints, unusually rapid technological charayesther factors, the rates at which our
graduates obtain jobs in their fields of study dasuffer, our ability to attract and retain studetduld be impaired and our business could be
adversely affected.

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

Possession and use of personal informationr operations subjects us to risks and costiscbuld harm our business. We collect, use
retain large amounts of personal information regaradur applicants, students, faculty, staff arelrtfamilies, including social security
numbers, tax return information, personal and faifiilancial data and credit card numbers. We atdlect and maintain personal information
about our employees in the ordinary course of asirtess. Our services can be accessed globallyghrie Internet. Therefore, we may be
subject to the application of national privacy lawsountries outside the United States from wigipplicants and students access our services.
Such privacy laws could impose conditions thattithé way we market and provide our services. @uonputer networks and the networks of
certain of our vendors that hold and manage
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confidential information on our behalf may be vubdge to unauthorized access, employee theft ansaiscomputer hackers, computer viruses
and other security threats. Confidential informatioay also inadvertently become available to tpaties when we integrate systems or
migrate data to our servers following an acquigitid a school or in connection with periodic hardevar software upgrades. Due to the
sensitive nature of the personal information staneaur servers, our networks may be targeted bigdra seeking to access this data. A user
who circumvents security measures could misapprgpsensitive information or cause interruptionsmaifunctions in our operations.

Although we use security and business controlsritt Access and use of personal information, atbarty may be able to circumvent those
security and business controls, which could raaudt breach of student or employee privacy. In taldj errors in the storage, use or
transmission of personal information could resulaibreach of privacy for current or prospectivelshts or employees. Possession and use of
personal information in our operations also suljestto legislative and regulatory burdens thatcdcoeguire notification of data breaches and
could restrict our use of personal information, andolation of any laws or regulations relatinglte collection or use of personal information
could result in the imposition of fines againstondawsuits brought against us. As a result, we bwyequired to expend significant resources
to protect against the threat of these securitadires or to alleviate problems caused by theselesaA major breach, theft or loss of pers
information regarding our students and their fagsilor our employees that is held by us or our viendw a violation of laws or regulations
relating to the same, could have a material adweffeet on our reputation, result in lawsuits andld result in further regulation and oversight
by federal and state authorities and increased odstompliance.

If we fail to maintain adequate systems and proees$o detect and prevent fraudulent activity in dant enrollment and financial aid, ou
business could be adversely impacted.

As we continue to grow, we are susceptiblen increased risk of fraudulent activity by édesparties with respect to student enrollment
and student financial aid programs. While we b@ipast incidents of fraudulent activity have bedatively isolated, we cannot be certain that
our systems and processes will always be adequéte iface of increasingly sophisticated and etanging fraud schemes. The potential for
outside parties to perpetrate fraud in connectitgh the award and disbursement of Title IV progrfamds, including as a result of identity
theft, may be heightened due to our nature as lmeoeducation provider. We must maintain system@ocesses to identify and prevent
fraudulent applications for enrollment and finaheiil.

The Department requires institutions theatipipate in Title IV programs to refer to the O#@y credible information indicating that any
applicant, employee, third-party servicer or agdrthe institution that acts in a capacity thatdiwes administration of the Title IV programs
has been engaged in any fraud or other illegal wctidvolving Title IV programs. If the systems amcesses that we have established to
detect and prevent fraud are inadequate, the Depattmay find that we do not satisfy its "admirasitre capability” requirements. This could
result in our being limited in our access to, or lmsing, Title IV program funding, which would aghsely affect our enrollment, revenues and
results of operations. In addition, our abilityparticipate in Title IV programs is conditioned otr maintaining accreditation by an accrediting
agency that is recognized by the Secretary of BthrcaAny significant failure to adequately detéetudulent activity related to student
enroliment and financial aid could cause us totfaiheet our accrediting agencies' standards. &umtbre, under the Higher Education Act,
accrediting agencies that evaluate institutions ¢ffar distance learning programs, as we do, megire such institutions to have processes
through which the institution establishes thatumlsht who registers for a distance education progsahe same student who participates in
receives credit for the program. Failure to meetamerediting agencies' standards could resuhiéridss of accreditation at the discretion of
accrediting agencies, which could result in a lafssur eligibility to participate in Title IV progims and would adversely affect our business,
financial condition, results of operations and cfigivs.
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An increase in interest rates could adversely affear ability to attract and retain student

Interest rates have reached relativelyllxels in recent years, creating a favorable boimgvwenvironment for students. However, if
Congress increases interest rates on Title IV loang private loan interest rates rise, our studevould have to pay higher interest rates on
their loans. Any future increase in interest ratékresult in a corresponding increase in educaiaosts to our existing and prospective
students. Higher interest rates could also contibw higher default rates with respect to our stiist repayment of their education loans.
Higher default rates may in turn adversely impactaigibility to participate in some or all Titl¥ programs, which would have a material
adverse effect on our enrollment, revenues andtsesioperations.

Our growth may place a strain on our resources.

We have experienced significant growth sinme acquired Ashford University in 2005. The growtat we have experienced in the pas
well as any further growth that we experience, plage a significant strain on our resources ancease demands on our management
information and reporting systems and financial agggment controls. If we are unable to manage awtreffectively while maintaining
appropriate internal controls, we may experienceraiing inefficiencies that could increase our €ost

We rely on exclusive proprietary rights and intetkeial property that may not be adequately protectedier current laws, and we may
encounter disputes from time to time relating torause of intellectual property of third parties.

Our success depends in part on our aldifyrotect our proprietary rights. We rely on a témation of copyrights, patents, trademarks,
service marks, trade secrets, domain names andragrgs to protect our proprietary rights. We refyservice mark and trademark protection
in the United States and select foreign jurisditdito protect our rights to the marks "Ashford,'stord University," "Bridgepoint,”
"Classline” and "Smart Track" as well as distinetiwgos and other marks associated with our sexvitke have also applied for patent
protection in the United States for our Constadiatiechnology. We rely on agreements under whicloltain rights to use course content
developed by faculty members and other third-paotytent experts. We cannot assure you that theasures will be adequate, that we have
secured, or will be able to secure, appropriatéeptimns for all of our proprietary rights in theaited States or select foreign jurisdictions or
that third parties will not infringe upon or viogabur proprietary rights. Despite our efforts totpct these rights, unauthorized third parties
attempt to duplicate or copy the proprietary aspe€our curricula, online resource material artteotontent. Our management's attention
be diverted by these attempts, and we may neesktéumds in litigation to protect our proprietaights against any infringement or violation.

We may encounter disputes from time to tower rights and obligations concerning intelletpuaperty, and we may not prevail in these
disputes. In certain instances, we may not havaimdéd sufficient rights in the content of a courBeird parties may raise a claim against us
alleging an infringement or violation of the intgtual property of that third party. Some thirdtpantellectual property rights may be
extremely broad, and it may not be possible fotousonduct our operations in such a way as to atlmide intellectual property rights. Any
such intellectual property claim could subjectasastly litigation and impose a significant stramour financial resources and management
personnel regardless of whether such claim hag.n@rr insurance may not cover potential claimghdd type adequately or at all, and we may
be required to alter the content of our classgmgrmonetary damages, which may be significant.
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We may incur liability for the unauthorized duplideon or distribution of class materials posted oné for class discussions.

In some instances our faculty members oistudents may post various articles or other tpaty content on class discussion boards. We
may incur liability for the unauthorized duplicatior distribution of this material posted online étass discussions. Third parties may raise
claims against us for the unauthorized duplicatibthis material. Any such claims could subjectaisostly litigation and could impose a
significant strain on our financial resources armhagement personnel regardless of whether thelka@ve merit. Our general liability
insurance may not cover potential claims of thigetadequately or at all, and we may be requiredtéo the content of our courses or pay
monetary damages.

Our student enrollment and revenues could decredgbe government tuition assistance offered to itdaly personnel is reduced or
eliminated, if scholarships which we offer to méity personnel are reduced or eliminated or if ouglationships with military bases
deteriorate.

As of December 31, 2010, 18.6% of our sttslevere affiliated with the military, some of whare eligible to receive tuition assistance
from the government, which they may use to pursastgecondary degrees. If governmental tuition &ssige programs to active duty members
of the military are reduced or eliminated or if @alationships with any military base deterioratas, enroliment could suffer. Additionally, we
provide scholarships to students who are affiliatitti the military. If we reduce or eliminate owth®larships, our enrollment by military
personnel may suffer. In addition, if we increase scholarships, our per student revenue from amyliaffiliated personnel will decline.

Our expenses may cause us to incur operating losée® are unsuccessful in achieving growth.

Our spending is based, in significant pamtpur estimates of future revenue and is larfiedd in the short term. As a result, we may be
unable to adjust our spending in a timely manneuifrevenue falls short of our expectations. Adealy, any significant shortfall in revenues
in relation to our expectations would have an imiatedand material adverse effect on our profitgbilin addition, as our business grows, we
anticipate increasing our operating expenses tammxpur program offerings, marketing initiativesl aaministrative organization. Any such
expansion could cause material losses to the ewteidto not generate additional revenues suffidi@ebver those expenses.

Seasonal and other fluctuations in our results operations could adversely affect the trading pricEour common stock

Although not apparent in our results of riatiens due to our rapid rate of growth, our oderat are generally subject to seasonal trends.
As our growth rate declines we expect to experiesaasonal fluctuations in results of operationa eesult of changes in the level of student
enroliment. While we enroll students throughoutykar, first and fourth quarter new enrolliments esenue generally are lower than other
guarters due to the holiday break in December andaly. We generally experience a seasonal incheasav enrollments in August and
September of each year when most other collegesi@indrsities begin their fall semesters. Thesetflations may cause volatility in or have
an adverse effect on the market price of our stock.

We have a limited operating history. Accordinglyymohistorical and recent financial and business naglés may not necessarily be
representative of what such results will be in theure.

We have a limited operating history on whyou can evaluate our business strategy, ourdinhresults and trends in our business. As a
result, our historical results and trends, inclgdémrollments, cohort default rates and bad def¢iese, may not be indicative of our future
results. We are subject
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to risks and uncertainties that are not typicatigaintered by companies that have longer operhtsigries or that are in more mature
businesses. Therefore, our recent operating hista@gy not be representative of our business goingdia, and we may not be able to sustain
our recent profitability.

Government regulations relating to the Internet clolincrease our cost of doing business, affect @lpility to grow or otherwise have a
material adverse effect on our business.

The increasing popularity and use of thterimet and other online services has led and naaytte the adoption of new laws and regulatory
practices in the United States or in foreign caestand to new interpretations of existing laws gegulations. These new laws and
interpretations may relate to issues such as oplivacy, copyrights, trademarks and service masfiles taxes, fair business practices and the
requirement that online education institutions gyab do business as foreign corporations or berised in one or more jurisdictions where
they have no physical location or other presenesv Mws, regulations or interpretations relateddimg business over the Internet could
increase our costs and materially and adversebctdfur enrollments.

We use third-party software for our online platfornand if the provider of that software was to cedselo business or was acquired by a
competitor, we may have difficulty maintaining treoftware required for our online platform or updatg it for future technological change

In September 2009, we entered into a lieeggeement with eCollege pursuant to which weeabte license from eCollege an online
learning platform for our students. The eCollegbnanlearning platform provides an online learnmgnagement system which provides foi
storage, management and delivery of course corfaig.platform also includes collaborative spa@rsstudent communication and
participation with other students and faculty a8l @e grade and attendance management for facuttyaasessment capabilities to assist us in
maintaining quality. We rely on eCollege for adrstrétive support and hosting of the applicableesyst If eCollege ceases to operate or is
unable or unwilling to continue to provide us wsirvices or upgrades on a timely basis, we may t#fieulty maintaining the software
required for our online platform or updating it foture technological changes.

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

We use hazardous materials at our groungbuaes and generate small quantities of waste,asiaked oil, antifreeze, paint, car batteries
and laboratory materials. Additionally, we purclthseal property nearby our Ashford University casmpuClinton, lowa, for purposes of
future campus expansion and student housing atwirichave identified minor environmental issues. ak&esubject to a variety of
environmental laws and regulations governing, amathgr things, the use, storage and disposal @f aobl hazardous substances and waste
and the clean-up of contamination at our facilite®ff-site locations to which we send or havet sesste for disposal. If we do not maintain
compliance with any of these laws and regulationgre responsible for a spill or release of hamasdnaterials, we could incur significant
costs for clean-up, damages and fines or penalties.

Our failure to obtain additional capital in the futre could adversely affect our ability to grow.

We believe that cash flow from operationls me adequate to fund our current operating amavth plans for the foreseeable future.
However, we may need additional financing in ottefinance our continued growth, particularly if wersue any acquisitions. The amount,
timing and terms of such additional financing w#iry principally depending on the timing and siz@ew program offerings, the timing and
size of acquisitions we may seek to consummatdtedmount of cash flows from our operations. Tedktent that we require additional
financing in the future, such financing may not be
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available on terms acceptable to us or at all eodsequently, we may not be able to fully implenmntgrowth strategy.

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

In January 2010, we entered into a Credite&ment (and related documents) with Comerica Bankomerica, pursuant to which we
may borrow up to $50 million pursuant to a revotyline of credit. To secure our obligations under €redit Agreement (and related
documents), we granted Comerica a first prioritgusity interest in substantially all of our assétsluding our real property. If an event of
default occurs or if we otherwise fail to complytlvany of the negative or affirmative covenantshef Credit Agreement (and related
documents), Comerica may declare all of the olibgatand indebtedness under the Credit Agreemadtr@ated documents) due and pay:
For more information about the Credit Agreement geldted documents, see Note 7, "Notes PayabléamgtTerm Debt," to our annual
consolidated financial statements, which are inetldisewhere in this report. In such a scenarianag lose our right, title, and interest in the
property that secures such obligations and indeletesd

If we are not able to integrate acquired institutis, our business could be harme

From time to time, we may pursue acquisgiof other institutions. Integrating acquired @giens into our business involves significant
risks and uncertainties, including:

. inability to maintain uniform standards, contrgdslicies and procedure
. distraction of management's attention from normgifiess operations during the integration process;
. inability to obtain, or delay in obtaining, apprbwed the acquisition from the necessary regulatoygncies, or the imposition of

operating restrictions or a letter of credit requient on us or on the acquired school by any dfetiegulatory agencies;
. expenses associated with the integration efforts; a

. unidentified issues not discovered in our due dilice process, including legal contingencies.
A protracted economic slowdown and rising unemplagmi could harm our busines:

We believe that many students pursue postgiary education to be more competitive in thenj@vket. However, a protracted economic
slowdown could increase unemployment and dimiraghgrospects generally. Diminished job prospectstaightened financial worries could
affect the willingness of students to incur loampay for postsecondary education and to pursuseuendary education in general. As a re
our enrollment could suffer.

In addition, many of our students borrowl€eTIV loans to pay for tuition, fees and other empes. A protracted economic slowdown could
negatively impact our students' ability to repaysth loans which would negatively impact our coldefault rate. See "Risks Related to the
Extensive Regulation of Our Business—We may logghélity to participate in Title IV programs if awstudent loan default rates are too high”
above.

Our students also are frequently able todve Title IV loans in excess of their tuition. Th&cess is received by the students as a stipend.
However, if a student withdraws, we must return angarned Title IV funds including stipends. A pagted economic slowdown could
negatively impact our students' ability to repaysth stipends. As a result, the amount of Titleukds we would have to return without
reimbursement from students (and our bad debt esg)emuld increase, and our results could suffer.
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Our corporate headquarters are located in a highulsh fire danger area and near major earthquake falihes.

Our corporate headquarters are locate@mB3ego, California in a high brush fire dangexaaand near major earthquake fault lines. We
could be materially and adversely affected in thené of a brush fire or major earthquake, eithewbich could significantly disrupt our
business.

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

Volatility in the market price of our commatock may prevent you from being able to sellnshares at or above the price you paid for
your shares. The market price of our common steskfluctuated in the past, and there is no asseriamgll not continue to fluctuat
significantly for various reasons, which include:

. our quarterly or annual earnings or those of otleenpanies in our industr
. the public's reaction to our press releases, dwargtublic announcements and our filings with tBECE
. changes in earnings estimates or recommendatioreskgrch analysts who track our common stockepstibicks of other

companies in our industry;

. seasonal variations in our student enrollm

. new laws or regulations or new interpretationsasfd or regulations applicable to our business;

. changes in our enrollment or in the growth ratewfenrollment;

. changes in accounting standards, policies, guidantesgpretations or principle

. litigation involving our company or investigations audits by regulators into the operations of @mpany or our competitor

. sales of common stock by our directors, executffieass and significant stockholders; and

. changes in general conditions in the United Stateksglobal economies or financial markets, inclgdhmose resulting from war,

incidents of terrorism or responses to such events.

In addition, in recent years, the stockketihas experienced extreme price and volume faticns. This volatility has had a significant
impact on the market price of securities issuethlbyy companies, including companies in our indugkhyanges may occur without regard to
the operating performance of these companies. Tibe pf our common stock could fluctuate based ufaators that have little or nothing to
with our company.

If securities or industry analysts change their rmmmendations regarding our stock adversely or ifr@mperating results do not meet the
expectations, our stock price could decline.

The trading market for our common stocikafeienced by the research and reports that ingustsecurities analysts publish about us or
our business. If one or more of these analystseceagerage of our company or fail to publish report us regularly, we could lose visibility in
the financial markets, which in turn could causegiack price or trading volume to decline. Moregveone or more of the analysts who co
our company downgrade our stock or if our operatesylts do not meet their expectations, our spide could decline.
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As a public company, we are subject to financialchother reporting and corporate governance requirents that can be difficult for us t
satisfy and may divert management attention fromrduusiness

As a public company, we are required @ With the SEC annual and quarterly information atiebr reports pursuant to the Exchange
We are required to ensure that we have the albdliprepare financial statements that comply wittC3&porting requirements on a timely be
We are also subject to other reporting and corpagaternance requirements, including the listimgndards of the NYSE and certain provisi
of the Sarbanes-Oxley Act and the regulations pigaiad thereunder, which impose significant conmgléobligations upon us. Specifically,
we are required to:

. prepare and distribute periodic reports and otteakéiolder communications in compliance with ouligdtions under thi
federal securities laws and NYSE rules;

. create or expand the roles and duties of our bofdétectors and committees of the board;

. institute compliance and internal audit functionattare more comprehensive;

. evaluate and maintain our system of internal comiver financial reporting, and report on managetseassessment thereof,
compliance with the requirements of Section 40thefSarbanes-Oxley Act and the related rules agulagons of the SEC and
the PCAOB;

. involve and retain outside legal counsel and actzois in connection with the activities listed aér

. enhance our investor relations function; and

. maintain internal policies, including those relgtio disclosure controls and procedures.

As a public company we are required to cansignificant resources and management oversatiie¢ above-listed requirements which
causes us to incur significant costs and whichgdacstrain on our systems and resources. As i, msumanagement's attention might be
diverted from other business concerns.

If we are unable to implement the requireta®f Section 404 in a timely manner or with adggcompliance, our independent registered
public accounting firm may not be able to reportlo@m adequacy of our internal control over finah@porting. If we are unable to maintain
adequate internal control over financial reportiwng,may be unable to report our financial informaton a timely basis and may suffer adverse
regulatory consequences or violations of NYSEr$tandards. There could also be a negative ogeictithe financial markets due to a los:
investor confidence in us and the reliability of éimancial statements.

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

If our stockholders sell, or indicate ateition to sell, substantial amounts of our comrsimek in the public market, the trading price of
our common stock could decline. At December 310262.8 million shares of our common stock werestautding. Pursuant to Rule 144 ur
the Securities Act, shares held by non-affiliat@smiore than six months may generally be sold withestriction, other than a current public
information requirement, and may be sold freelyhaitt any restrictions after one year. Shares helaffiliates may also be sold under
Rule 144, subject to applicable restrictions, idatg volume and manner of sale limitations.

In addition, as of December 31, 2010, thezee 10.2 million shares underlying outstandinticoys and 0.3 million shares underlying
outstanding warrants. All shares subject to outitanoptions and warrants are eligible for saléhmpublic market to the extent permitted by
the provisions of various option and warrant agreetsiand Rule 144. If these additional sharesdde ar if it is perceived that they will be
sold in the public market, the trading price of etack could decline.
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Your percentage ownership in us may be diluted btufe issuances of capital stock, which could redugour influence over matters on
which stockholders vote.

Subject to NYSE rules, our board of direstioas the authority, without action or vote of stackholders, to issue all or any part of our
authorized but unissued shares of common stockidimg shares issuable upon the exercise of optaireres that may be issued to satisfy our
obligations under our incentive plans or sharesunfauthorized but unissued preferred stock. Issemonf common stock or voting preferred
stock would reduce your influence over matters dictv our stockholders vote and, in the case ofisses of preferred stock, likely would
result in your interest in us being subject toghier rights of holders of that preferred stock.

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

As of December 31, 2010, Warburg Pincusfieially owned 65.5% of our outstanding commorcktdVarburg Pincus may exercise
significant influence over the election of our @ies, amendments to our certificate of incorporaind bylaws and other actions requiring the
vote or consent of our stockholders, including resggoing private transactions and other extraarglitransactions. The ownership position
of Warburg Pincus may have the effect of delaydegerring or preventing a change of control or angfe in the composition of our board of
directors.

Additionally, in February 2009, we entefsth a nominating agreement with Warburg Pincusdéfrthe nominating agreement, as long as
Warburg Pincus beneficially owns at least 15% efdhtstanding shares of common stock, we will, esttidjp our fiduciary obligations,
nominate and recommend to our stockholders thaindigiduals designated by Warburg Pincus be etetdehe board. Additionally, if
Warburg Pincus beneficially owns less than 15%nbaoite than 5% of the outstanding shares of commak stve will, subject to our fiduciary
obligations, nominate and recommend to our stodédrslthat one individual designated by Warburg @&rme elected to the board. Two
directors affiliated with Warburg Pincus, PatrickHackett and Adarsh Sarma, currently serve orboard of directors.

We currently do not intend to pay dividends on caemmon stock and, consequently, your only opportyrb achieve a return on your
investment is if the price of our common stock appiates.

We do not expect to pay dividends on shaf@sir common stock in the foreseeable futurevaadntend to use cash to grow our business.
Consequently, your only opportunity to achieve aifpee return on your investment in us will belietmarket price of our common stock
appreciates.

Provisions in our certificate of incorporation antlylaws and Delaware law may discourage, delay avent a change of control of ot
company or changes in our management and, thereforay depress the trading price of our stock.

Our certificate of incorporation and bylasentain provisions that could depress the tragimee of our stock by acting to discourage,
delay or prevent a change of control of our companghanges in our management that the stockhotdergr company may deem
advantageous. These provisions:

. authorize the issuance of "blank check" prefertedksthat our board of directors could issue toéase the number
outstanding shares to discourage a takeover attempt

. provide for a classified board of directors (thctsesses);

. provide that stockholders may only remove directorcause;
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. provide that any vacancy on our board of directowduding a vacancy resulting from an increasthsize of the board, may
only be filled by the affirmative vote of a majgriof our directors then in office, even if lessrtaquorum;

. provide that a special meeting of stockholders oray be called by our board of directors or by ohief executive officer;

. provide that action by written consent of the staillers may be taken only if the board of direcfost approves such action,

except that if Warburg Pincus holds at least 50%unfoutstanding capital stock on a fully dilutexbis, whenever the vote of
stockholders is required at a meeting for any c@fgoaction, the meeting and vote of stockholdeag be dispensed with, and
the action taken without such meeting and vote \ifritten consent is signed by the holders of antihg stock having not less
than the minimum number of votes that would be ss&ry to authorize or take such action at the mgeti stockholders;
provided that, notwithstanding the foregoing, wé tnld an annual meeting of stockholders in acaom with NYSE rules, for
so long as our shares are listed on the NYSE, amdherwise required by the bylaws;

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

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

Additionally, we are subject to Section 263he Delaware General Corporation Law, whichegalty prohibits a Delaware corporation
from engaging in any of a broad range of businesshinations with any "interested" stockholder fqreaiod of three years following the date
on which the stockholder became an "interestedtkstalder.

Iltem 1B. Unresolved Staff Comments.
None.
ltem 2. Properties.

Corporate headquarters. Our corporate headquarters in San Diego, Galdowhere we house certain enrollment servidesest
support services and corporate functions, occupgamegate of 323,000 square feet pursuant todehaeexpire in 2017 and 2018. We occ
an additional 357,000 square feet at three locatiorsan Diego, under leases that expire betwegh 20d 2020, which house additional
enrollment services, student support services amubcate functions. We have also entered into seléar 193,000 square feet of space in San
Diego to be constructed and occupied in 2012. briey 2011, we entered into a lease for 151,00tbde square feet in Denver, Colorado,
which we expect to begin to occupy in August 2Gich space will be used for administrative officeegting rooms and online support
services. Additionally, we occupy 36,700 square feeler a lease that expires in 2014 in Clintomapto complement our California
enrollment services and student services functions.

Campus facilities. We own campus facilities consisting of seva@demic, athletic, administrative, housing andestti services
buildings on an aggregate of over 160 acres owerdites in Clinton, lowa, for Ashford Universitye lease 39,000 square feet in Colorado
Springs, Colorado, for the University of the Rockémmpus under leases that expires between 201204:5d

We pledged as collateral to Comerica Béekproperties we own in lowa as security for théguenance of our obligations under the loan
documents we signed in connection with our $50iomltevolving line of credit with Comerica Bank.Fmore information regarding this line
of credit, see
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Note 7, "Notes Payable and L¢-Term Debt," to our annual consolidated financtateaments, which are included elsewhere in thisntep

We believe our existing facilities are abie and adequate for current requirements andhtititional space can be obtained on
commercially reasonable terms to meet future reguénts.

Iltem 3. Legal Proceedings.
From time to time, we are a party to vasitawsuits, claims and other legal proceedingsdtiae in the ordinary course of our business.

In January 2011, we received a copy ofraglaint in a purported class action lawsuit namisgAshford University and University of the
Rockies as defendants. The complaint was filethénd.S. District Court for the Southern District@dlifornia on January 11, 2011, and is
captioned, Scott Rosendahl and Veronica Clark idd&point Education, Inc., Ashford University anditkersity of the Rockies. The compla
generally alleges that we and the other defendargaged in improper, fraudulent and illegal behaivigheir efforts to recruit and retain
students. We believe the lawsuit is without menid éntend to vigorously defend against it.

In February 2011, Ashford University re@gvirom the Attorney General of the State of low@iwl Investigative Demand and Notice of
Intent to Proceed ("CID") relating to the Attorn@gneral's investigation of whether certain of theversity's business practices comply with
lowa consumer laws. The CID contains no specifiegaitions of wrongdoing. Pursuant to the CID, tho¥ey General has requested
documents and detailed information for the timequedanuary 1, 2008 to present. Ashford Universitgvaluating the CID and intends to
comply with the Attorney General's request.

In February 2011, we received a copy odmglaint in a purported class action lawsuit namisagAshford University, LLC, and certain
our employees as defendants. The complaint wasifil¢he Superior Court of the State of Califorimié&san Diego on February 17, 2011, and is
captioned Stevens v. Bridgepoint Education, Ine@ Tbmplaint generally alleges that the plaintifigl gsimilarly situated employees were
improperly denied certain wage and hour protectiomder California law. We believe the lawsuit igheiut merit and intend to vigorously
defend against it.

ltem 4. Reserved.
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PART Il
ltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities.
Market Information

Our common stock has been listed on the BN¥&der the symbol "BPI" since it began trading?mil 15, 2009. Shares sold in our initial
public offering on April 15, 2009, were priced dt050 per share. The following table sets forth tfie time periods indicated, the high and
sale prices of our common stock as reported omNY8E.

High Low

2009

Second Quarter (beginning April 15,20 $ 17.1¢ $ 9.5¢
Third Quartel $ 21.9C $ 14.9(
Fourth Quarte $ 179t $ 13.5¢
2010

First Quartel $ 25.7¢ $ 14.17
Second Quarte $ 2750 $ 15.72
Third Quartel $ 19.31 $ 12.7¢
Fourth Quarte $ 19.67 $ 13.6f

Holders of Record

As of February 25, 2011, there were 16 éxdaf record of our common stock, including the@story Trust Company, which holds
shares on behalf of an indeterminate number offialeowners.

Dividend Policy

We currently intend to retain any futurenéags and do not anticipate paying cash dividéndke foreseeable future. Any future
determination to pay cash dividends will be atdiseretion of our board of directors and will degerpon our financial condition, operating
results, capital requirements, any contractuaticisins and such other factors as our board aotiims may deem appropriate.

In connection with our $50 million revolgtine of credit with Comerica Bank, or ComeriddGomerica must approve dividend
payments, stock redemptions and other specifield @ggenditures exceeding an aggregate of $75.@mider year, and (ii) we must at all
times maintain on deposit with Comerica or itslaffées an amount equal to 25% of "budgeted cashspacified in the loan documents related
to the line of credit, for the month most recemhded. For more information regarding this line@dit, see Note 7, "Notes Payable and Long-
Term Debt,” to our annual consolidated financiatesnents, which are included elsewhere in thisrtepo

Recent Sales of Unregistered Securities
None.

Purchases of Equity Securities
None within the fourth quarter of 2010.
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Performance Graph

The following graph compares the cumulagi@emonth total return provided stockholders ordBeipoint Education Inc.'s common stock
relative to the cumulative total returns of the §als3000 index, and a customized peer group af dompanies that includes: American Public
Education, Inc., Capella Education Company, GraadyGn Education, Inc. and Strayer Education, Intifvestment of $100 (with
reinvestment of all dividends) is assumed to haaenlmade in our common stock, in the peer groupttamindex on April 15, 2009, and its
relative performance is tracked through Decembef810.

COMPARISON OF 20 MONTH CUMULATIVE TOTAL RETURN*
Among Bridgepoint Education Inc., the Russell 30@dex
and a Peer Group

5250 -

350 -

SD I i i i 1 i L L L i L I i i L L 1 L i L Il
408 409 &9 609 V02 8409 909 10/09 11/09 12108 110 210 310 4710 510 610 70 810 910 101011710 1210

—&— Bridgepoint Education Inc. ———— Russell 3000 =42 - - Peer Group

* This performance graph shall not be deemed "fifedpurposes of Section 18 of the Exchange Acincorporated by reference into

any filing of Bridgepoint Education, Inc. under tBecurities Act, or the Exchange Act, except adl bleaexpressly set forth by specific
reference in such filing.

Item 6. Selected Consolidated Financial Data.

You should read the following selected abidsited financial and other data in conjunctiothvRart I, Item 7, "Management's Discussion
and Analysis of Financial Condition and Result©glerations,” and our audited consolidated finarst@iements, which are included elsew
in this report. The consolidated statement of ineatata, consolidated balance sheet data, and @etsal other data set forth below as of
December 31, 2010, 2009, 2008, 2007 and 2006 artdo/ears ended December 31, 2010, 2009, 2008, &0d 2006 have been derived f
our audited consolidated
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financial statements. Historical results are natssarily indicative of the results to be expedteduture periods. We declared no cash
dividends during the periods presented.

Year Ended December 31
2010 2009 2008 2007 2006
(In thousands, except per share data)

Consolidated Statement of Incom:

Data:
Revenue $ 713,230 $ 454,32: $ 218,29( $ 85,70¢ $ 28,61¢
Costs and expense

Instructional costs and services 187,39¢ 120,08 62,82: 29,831 12,51(

Marketing and promotional(z 211,55( 145,72: 81,03¢ 35,99° 12,21«

General and administrative( 97,86: 106,78 41,01: 15,89 8,70¢
Total costs and expens 496,81. 372,59 184,87( 81,72¢ 33,42¢
Operating income (los: 216,42: 81,73( 33,42( 3,98: (4,809
Interest incom (2,56¢) (789 (322 (12 (10)
Interest expens 21C 27¢ 24C 544 351
Income (loss) before income tax 217,77¢ 82,24( 33,50: 3,451 (5,150
Income tax expens 90,19¢ 35,13¢ 7,071 164 —
Net income (loss 127,58( 47,10¢ 26,43 3,281 (5,150
Accretion of preferred dividends( — 64% 2,00¢ 1,85¢ 1,71¢

Net income available (los
attributable) to common

stockholder $ 127,58( $ 46,46( $ 24,42 $ 1,431 $ (6,86¢)
Earnings (loss) per common share

Basic $ 237 $ 0.8t $ 03¢ $ 001 $ (2.1%)
Diluted $ 214 $ 0.74 $ 0.1¢ $ 001 $ (219

Shares used in computing earnil
(loss) per common share(*
Basic 53,72: 39,34¢ 3,33t 3,311 3,197
Diluted 59,63 45,18 7,751 4,44¢ 3,197

As of December 31,
2010 2009 2008 2007 2006
(In thousands)

Consolidated Balance Sheet Datz
Cash, cash equivalents a

marketable securitie $ 299,12¢ $ 170,55( $ 56,48: $ 7,351 $ 54
Total asset 471,22! 295,23: 129,24t 39,057 17,09
Total indebtedness (including st-

term indebtednes: — 63E 684 5,67¢ 4,19:
Redeemable convertible prefert

stock — 27,06 25,05¢ 23,20(

Total stockholders' equity (defici 238,24 134,60¢ 6,10¢ (20,149 (21,692
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Year Ended December 31
2010 2009 2008 2007 2006
(In thousands, except enroliment data)

Consolidated Other Data:

Capital expenditure $ 26,56t $ 24,24¢ $ 1588 $ 3571 $ 1,381
Depreciation and amortizatic 8,56¢ 5,89( 2,45; 1,23¢ 73t
Cash flows provided by (used it
Operating activitie: 189,94¢ 131,72 70,74¢ 10,367 (1,087)
Investing activities (94,477 (70,030 (16,550 (2,936 (2,379
Financing activitie: (32,52) 7,382 (5,066 (139 34¢€
Period end enroliment (unaudited)(
Online 77,03¢ 53,04¢ 30,92: 12,10« 4,111
Campu-basec 85¢ 64C 637 51¢ 36C
Total 77,89: 53,68¢ 31,55¢ 12,62 4,471

1) In the second quarter of 2009, we recorded a neh-eapense of $2.1 million related to the instared costs and
services portion of the acceleration of exit opsievhich occurred in connection with our initial pickoffering. See
Note 11, "Stock-Based Compensation," to our anooasolidated financial statements, which are inetlidlsewhere in
this report.

(2) In the second quarter of 2009, we recorded a nsh-eapense of $5.0 million related to the markeéind promotional
portion of the acceleration of exit options whiatorred in connection with our initial public offeg. See Note 11,
"Stock-Based Compensation," to our annual consolidatehiial statements, which are included elsewheteisireport

3) In the first quarter of 2009, we recorded $11.1lionilrelated to the settlement of a stockholdeineléof which
$10.6 million was non-cash). See Note 19, "StoakdoDispute," to our annual consolidated finansiatements, which
are included elsewhere in this report. In the sdaprarter of 2009, we recorded a non-cash exp€erse3d3 million
related to the general and administrative portibtihe acceleration of exit options which occurred¢onnection with our
initial public offering. See Note 11, "Stock-Basgdmpensation," to our annual consolidated finarsti@iements, which
are included elsewhere in this report. In the fogaarter of 2008, we recorded stock-based comtiensaxpense of
$1.6 million related to the modification of a steankard held by a director. See Note 16, "RelatetyFaansactions—
Director Agreement," to our annual consolidatea@ifiicial statements, which are included elsewhetieisrreport.

4) The holders of Series A Convertible Preferred Stained preferred dividends, accreting at theab886 per year,
compounding annually. See Note 10, "Redeemable &tible Preferred Stock," to our annual consoliddbeancial
statements, which are included elsewhere in tigisrte

(5) All basic and diluted earnings (loss) per sharearetage shares outstanding information for allogerpresented have
been adjusted to reflect the 1-for-4.5 reversekssptit. See Note 2, "Summary of Significant Accting Policies—
Reverse Stock Split," to our annual consolidatedrftial statements, which are included elsewhetigisireport. For
more information regarding earnings per share taicuns, see Note 9, "Earnings Per Share," to onsalidated annual
financial statements, which are included elsewiretkis report.

(6) We define enroliments as the number of active stisden the last day of the financial reporting periA student is

considered an active student if he or she hasdstea class within the prior 30 days unless theéestuhas graduated or
has provided us with notice of withdraw
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Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations.

The following discussion should be read in conjiamctvith our consolidated financial statements, athare included elsewhere in this
report. In addition to historical information, thidfiscussion includes forward-looking informatiomtlnvolves risks and assumptions which
could cause actual results to differ materiallyrfrananagement's expectations. See Part |, ltemHi8k 'Factors," and Special Note Regarding
Forward-Looking Statements at the beginning of this report

Overview

We are a provider of postsecondary educatiovices. Our regionally accredited academigtini&ins offer associate's, bachelor's, mas
and doctoral programs in the disciplines of busneducation, psychology, social sciences andhsaileénces. Our institutions deliver
programs online as well as at their traditional pases located in Clinton, lowa and Colorado Spri@gdorado. As of December 31, 2010,
institutions offered approximately 1,345 coursdsdégree programs and 134 specializations. For mfimenmation on our business, see
"Business—Overview" in Part |, Item 1 of this repor

Key operating dat:

In evaluating our operating performance, management focuses in large part on (i) revefijil@perating income and (iii) period end
enroliment at our academic institutions (online aathpus-based). The following table, which you $theead in conjunction with our annual
consolidated financial statements, which are caoethielsewhere in this report, presents our keyatipey data for the years ended Decembe
2010, 2009 and 2008 (in thousands, except for Eneolt data):

Year Ended December 31

2010 2009 2008

Consolidated Statement c

Income Data:
Revenue $ 713,23 $ 454,32: $ 218,29(
Operating Income(1 $ 216,42. $ 81,73( $ 33,42
Consolidated Other Data:
Period end enrollmet

(unaudited)(2

Online 77,03: 53,04¢ 30,92:

Campus 85¢ 64C 637

Total 77,89: 53,68¢ 31,55¢

(1) In 2009, we recorded $30.4 million related to theederation of certain exit options and $11.1 roili
related to the settlement of a stockholder claifwfaich $10.6 million was non-cash). See "Factors
Affecting Comparability" below.

(2) We define enrollments as the number of active sttgden the last day of the financial reporting periA

student is considered an active student if he erhsts attended a class within the prior 30 dayesssrthe
student has graduated or has provided us withenofievithdrawal

Key historical trends in results of operatiot

We have experienced significant growthrinoiments, revenue and operating income, as vgdlin@rovement in liquidity since our
acquisition of Ashford University in March 2005. Welieve our enroliment and revenue growth has loeigen primarily by (i) our significar
investment in enroliment advisors and online adsieig which commenced immediately upon our acqoisiof
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Ashford University and (ii) students' acceptancewf value proposition. Our significant growth ipewating income is primarily a result of
leveraging our fixed costs with increased revenue.

The growth that we experienced from thetdwof Ashford University's first online program2005 continued throughout 2010. In 2010,
enroliment grew from 53,688 at December 31, 2009,%892 at December 31, 2010, an increase of Z&¥ng 2010, we had new student
starts of approximately 82,000. In the last fivangeincluding 2010, enroliment growth had a comgbamnnual growth rate of 136%. While it
would be difficult to maintain such a large growthe, we expect to continue to grow in the nex frears. We believe that our dynamic
structure allows us to expand our student baseedeau, while maintaining the same high quality atlan for all our students. Our revenue
experienced similar growth rates between 2005 &1 2with a compound annual growth rate of 146%.

We have significantly expanded our operetidue to our continued growth since our launcl20h0, we entered into leases for space in
three buildings with an aggregate of 300,000 adid#i square feet. Additionally, we expanded ourfghUniversity campus by constructin
new stadium on a portion of the land acquired icdeber 2009. We also purchased a building to be asstudent housing to allow for
additional students on the Ashford University casipu

Launch of Constellation

In May 2010, we launched Constellationjrarovative suite of interactive educational matertaat will increase both the educational
quality and affordability of an education for ordistudents at its Ashford University. ConstellasdVeb-based course materials include both
text and multimedia assets developed in cooperatiinsubject matter experts from across the cquas well as Ashford University faculty.
Constellation materials replace third-party textkmyavhich have typically cost online students $pB6 course. With Constellation, the cost is
cut in half to $75. During 2010, we introduced eigburses, and plan to include core courses inceqapately 80 percent of degree programs
over the next three years. Revenue generated frmmst€llation was immaterial in 2010, representagslthan one percent of revenue.

Liquidity and capital resources and anticipated d&g expenditures

We financed our operating activities angitzd expenditures during 2010 and 2009 primafiptigh cash provided by operating activit
At December 31, 2010, we had cash, cash equivadeatsnarketable securities totaling $299.1 milkod no long term debt. Based on our
current level of operations and anticipated growtanrollments, 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, 2011, we exjagital expenditures to be approximal
$52.0 million.

On July 30, 2010, our board of directorfhatized the repurchase of up to $60.0 million of outstanding shares of common stock over
the following 12 months. During the year ended Deloer 31, 2010, we repurchased 3.0 million sharesvegighted average cost of $14.05 per
share, for a total purchase price of $42.2 millidpproximately $17.8 million remains authorized anilable under the repurchase program.
As a result of the shares repurchased, dilutedregsper share increased $0.04, or 1.9%, as a afhke fewer shares outstanding.

Anticipated future trends in results of operatiot

In recent years, we have seen studentlereots and revenue continue to increase despiieudifgeneral economic conditions. We have
not seen any unfavorable impact from the fluctuatiogeneral economic conditions on our liquiddgpital resources or results of operations.
While we
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cannot guarantee that these trends will contingebelieve that the performance of our company kas besilient in the current economic
environment due to (i) the continued availabilifyTitle 1V funds to finance student tuition paymsgntii) increased demand for postsecondary
education resulting from a deteriorating labor neand (iii) efficiencies in advertising costs. Meet the challenges of the current economy,
we plan to continue to invest significantly in ellment advisors and online and other advertisingictv we expect will result in our total
student enrollment and operating income contintingrow, though perhaps not at the same rate teipast, particularly given the larger size
of our enrollment base and the changing regulagamironment, including any future changes in regofaover areas such as incentive
compensation or gainful employment. For more infation on recent regulatory changes, see "Regulatidepartment Regulation of Title IV
Programs” in Part I, Item 1 of this report and KRisctors” in Part |, Item 1A of this report. Adiet institutions have disclosed, and as our
programs with revised compensation structures Iralieated, we expect that our enrollment adviseesy enroliment productivity will decline
as a result of the changes in compensation metbggaind that the majority of the impact will belized in the second half of 2011.

Recent Developmen

On March 1, 2011, we received corresponeémmn the U.S. Senate Committee on Health, Edoicatiabor and Pensions inviting our
CEO and President to testify at a hearing schedolelarch 10, 2011, regarding Bridgepoint Eduaatimc. and Ashford University.

Key Financial Metrics
Revenue

Revenue consists principally of tuitiorghtaology fees and other miscellaneous fees arftbisrs net of scholarships and refunds. Factors
affecting our revenue include: (i) the number ofdgints who enroll and who remain enrolled in owrses; (ii) our degree and program mix;
(iii) changes in our tuition rates; and (iv) the@amt of the scholarships that we offer. Tuitioméduced by the amount of scholarships we
award to our students.

Enrollments

We define enrollments as the number ofracttudents on the last day of the financial repgnperiod. A student is considered an active
student if he or she has attended a class witleiptior 30 days unless the student has graduatedsgprovided us with a notice of withdrawal.
Enroliments are a function of the number of coritigitstudents at the beginning of each period amdereollments during the period, which
are offset by students who either graduated ordsétlv during the period. Our online courses arecipi five or six weeks in length and have
weekly start dates through the year, with the etioaf a two week break during the holiday periodate December and early January. Our
campus-based courses have one start per termtwatto five terms per year.

Costs and expenses

Instructional costs and services.Instructional costs and services consist priignaf costs related to the administration and dsiy of
our educational programs. This expense categolydes compensation for campbased faculty and administrative personnel, caste@ate:
with online faculty, curriculum and new program depment costs, bad debt expense, financial aidessging costs, technology license costs
and costs associated with other support groupgtioatde service directly to the students. Insiral costs and services also include an
allocation of facility and depreciation costs.

Marketing and promotional. Marketing and promotional expenses include camsption of personnel engaged in marketing and
recruitment, as well as costs associated with @sicly leads and
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producing marketing materials. Our marketing arahmtional expenses are generally affected by tBeafadvertising media and leads, the
efficiency of our marketing and recruiting efforssaries and benefits for our enroliment persoandlexpenditures on advertising initiatives
for new and existing academic programs. Advertisiogts, consisting primarily of marketing lead® expensed as incurred or the first time
the advertising takes place. We also incur immediapenses in connection with new enrollment adsisdile these individuals undergo
training. Enrollment advisors typically do not aehé anticipated full productivity until four to simonths after their dates of hire. Marketing
and promotional costs also include an allocatiofacility and depreciation costs.

General and administrative. General and administrative expenses includepemsation of employees engaged in corporate mareys
finance, human resources, information technologmmliance and other corporate functions. Genermdleaiministrative expenses also include
professional services fees, travel and entertaihergrenses and an allocation of facility and deptem costs.

Interest income. Interest income consists primarily of intereatned on investments.
Interest expense. Interest expense consists primarily of inteobstrges on our line of credit and related fees.
Factors Affecting Comparability

We believe the following factors have hadcan be expected to have, a significant effedhercomparability of recent or future results
operations:

Stock-based compensation

The amount of stock-based compensatiorgrézed in our consolidated statements of incomeflbatuated year over year, primarily due
to (i) the increase in fair market value of our enam stock since 2007, which has resulted in higin@nt date fair values for our option awards
under the Black-Scholes option pricing model, ttig@ modification of certain stock options in Ma@®09, as discussed below, and (iii) an
increase in the number of stock options grantecesiiecoming a public company.

On March 28, 2009, our board of directarseended the exit options for 10 members of our mamegnt team to add an additional vesting
condition so that the number of shaueslerlying the options that would not have vestednithe closing of our initial public offering, ueidthe
original terms of the options, would vest in fuflan the closing of such offering. This additionasting condition constituted a modification.
Accordingly, to the extent the exit option vestedier the original vesting conditions, the origigednt date fair value was recorded on the
vesting date; and to the extent each exit optictedeunder the additional vesting condition, thelification date fair value would be recorded
on the vesting date.

The compensation expense that was recdodele exit options during the second quarter@¥2was $30.4 million. Such compensation
expense was allocated to the expense categoryighwhe optionee's regular compensation is recorded

Settlement of stockholder dispu

In February 2009, certain holders of commatmtk and warrants to purchase common stock aslseatious claims against us, our
directors and officers and Warburg Pincus regardimgndments to our certificate of incorporation enedconnection with financings in 2005
and certain stock options we granted to our emgsy&he claimants represented 90% of the holdezssrafmon stock and 59% of the share
common stock subject to warrants outstanding, o €ase as of July 27, 2005. In March 2009, weheda settlement with the claimants
regarding these claims and recorded a total expefrdel.1 million related to the settlement durthg three months ended
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March 31, 2009. After settling with the claimants notified the other holders of common stock atieioholders of warrants to purchase
shares of common stock, in each case as of Jul@A, regarding these claims, the settlement tardgheir ability to participate in the
settlement. In April 2009, we reached settlemerh &il of them.

Public company expense

As a public company, we are obligated l@\iiith the SEC annual and quarterly informatiod ather reports that are specified in
Section 13 of the Exchange Act. We are requireghure that we have the ability to prepare findrstéiements that comply with SEC
reporting requirements on a timely basis. We age alibject to other reporting and corporate goveraaequirements, including the listing
standards of the NYSE and certain provisions of3aganes-Oxley Act and the regulations promulgtteceunder, which impose significant
compliance obligations upon us. In addition, weehhired additional personnel and expand our adinaige functions to become compliant,
and maintain compliance, with the regulatory oliligas of being a public company.

Seasonality

Although not apparent in our results of itiens due to our growth rate, our operationsgareerally subject to seasonal trends. As our
growth rate declines, we expect to experience seddloictuations in results of operations as altesichanges in the level of student
enroliment. While we enroll students throughoutykar, our fourth quarter revenue generally is lothan other quarters due to the holiday
break in December. We generally experience a sahsumease in new enroliments in August and Sepé&srof each year when most other
colleges and universities begin their fall semester

Critical Accounting Policies and Use of Estimates

Critical accounting policies are those e that, in management's view, are most impoitatite portrayal of our financial condition and
results of operations. The footnotes to the codatéid financial statements also include disclosfigignificant accounting policies. The
methods, estimates and judgments that we use igiap@ur accounting policies have a significanpewt on the results that we report in our
financial statements. These critical accountingcpes require us to make difficult and subjectivdgments, often as a result of the need to
make estimates regarding matters that are inhgrendertain.

The discussion of our financial conditiordaesults of operations is based upon our coreelitifinancial statements, which have been
prepared in accordance with GAAP. The preparatfdhese financial statements requires us to matmates and judgments that affect the
reported amounts of assets, liabilities, revencests and expenses. On an ongoing basis, we evaluaestimates and assumptions, including
those related to revenue, bad debts, long-liveedtassmcome taxes and stock-based compensatiose Hstimates are based on historical
experience and on various other assumptions théelieve are reasonable under the circumstancesréBults of our analysis form the basis
for making assumptions about the carrying valuessskts and liabilities that are not readily appiefirem other sources. Actual results may
differ from these estimates under different assionptor conditions, and the impact of such diffeesymay be material to our consolidated
financial statements.

Revenue recognitiol

The majority of our revenue comes fromituitrevenue and is shown net of scholarships afuthde. Tuition revenue is recognized on a
straight-line basis over the applicable periodnatiuction. Our online students generally enrothiprogram that encompasses a series of five-
to six-week courses that are taken consecutivedy the length of the program. Students are bille@é course-by-course
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basis when first attending a class. Our traditimaahpus-based students enroll in a program thatnepasses a series of nine-week or 16-week
courses. These students are billed at the begirafiagch term.

Deferred revenue and student deposits septs tuition, fees and other student paymentsaiapdid amounts due less amounts recognizec
as revenue. We recognize an account receivable@nesponding deferred revenue for the full amadirourse tuition when a student first
attends class. Payments that are received eitremtlgi from the student or from the student's sewfcfunding that exceed amounts billed are
recognized as student deposits.

If a student withdraws from a program ptmcertain dates, the student is entitled to an@fof certain portions of tuition, depending on
the date the student last attended a class. Ihimeostudent drops a class and the student'sldastof attendance was in the first week of class,
the student receives a full refund of the tuitionthat class. If an online student drops a claskthe last date of attendance was in the second
week of the class, the student receives a refu®¥f of the tuition for that class. If an onlinad#nt drops a class and the student's last date c
attendance was after the second week of the ¢hesstudent is not entitled to a refund. We morstadent attendance in online courses
through activity in the online program associatéthhat course. After two weeks have passed withttendance in a class by the student, the
student is presumed to have dropped the courskths last date of attendance, and the studeritisrtus automatically refunded to the extent
the student is entitled to a refund based on thendepolicy above. We estimate expected refundedas historical refund rates and record a
provision to reduce revenue for the amount thakgected to be refunded. Refunds issued by usfoices that have been provided in a prior
period have not historically been material. Futhianges in the rate of student withdrawals mayitresa change to expected refunds and
would be accounted for prospectively as a changstimate.

We also recognize revenue from technolegg tthat are one-time start up fees charged toreaglonline student, other than military and
scholarship students and students affiliated wétttagn corporate reimbursement programs. Techndiegyevenue is recognized ratably over
the average expected term of a student. The avesqueted term of the student is estimated eactieguzased upon historical student dura
of attendance and qualitative factors as deemeekssacy.

Allowance for doubtful account:

We maintain an allowance for doubtful acusifor estimated losses resulting from studengdility to pay us for services performed, or
for inability of students to repay excess fundsieed for stipends. Bad debt expense is recordedcasnponent of instructional costs and
services. We calculate the allowance for doubtfgbaints based on our historical collection expegesnd changes in the economic
environment. We also consider other factors sudh@asge of the receivable, the type of receivahithe students' active or inactive
enroliment status. Certain variables require mamage judgment and include inherent uncertaintied ss the likelihood of future student
attendance and students' ability to qualify foteliV eligibility. Variations in these factors froour historical experience may impact future
estimates of the collectability of accounts recbigaand may cause actual losses due to write-bffimaollectible accounts to differ from past
estimates.

Impairments of lon¢-lived assets

We assess potential impairment to our lirgd assets when there is evidence that eventhages in circumstances indicate that the
carrying amount of an asset may not be recover&hletors we consider important which could caust® assess potential impairment include
significant changes in the manner of our use ofttguired assets or the strategy for our overalinmss and significant negative industry or
economic trends. An impairment loss is recordednithe carrying amount of the long-lived asset isreooverable and exceeds its fair value.
The carrying amount of a long-lived asset is nobwerable if it exceeds the sum of the undiscoungesth flows expected to result from the use
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and eventual disposition of the asset. Any requimgzhirment loss is measured as the amount by whielearrying amount of a long-lived
asset exceeds its fair value and is recorded egdution in the carrying value of the related aasetan expense to operating results.

We use various assumptions in determinimgjacounted cash flows expected to result fromueeand eventual disposition of the asset,
including assumptions regarding revenue growttsraiperating costs, certain capital additions, mssudiscount rates, disposition or terminal
value and other economic factors. These varialelgsire management judgment and include inherergrtainties such as continuing
acceptance of our value proposition by prospediudents, our ability to manage operating costst@dmpact of changes in the economy on
our business. A variation in the assumptions usedtdead to a different conclusion regarding thalizability of an asset and, thus, could have
a significant effect on our conclusions regardirfgether an asset is impaired and the amount of nmeait loss recorded in the consolidated
financial statements.

Income taxes

We utilize the liability method of accourdifor income taxes. Significant judgments are iglin determining the consolidated provis
for income taxes. During the ordinary course ofitess, there are many transactions and calculaftwnvghich the ultimate tax settlement is
uncertain. As a result, we recognize tax liab#itiased on estimates of whether additional taxésraerest will be due. These tax liabilities
recognized when, despite our belief that our téarrepositions are supportable, we believe thigtitore likely than not that those positions
may not be fully sustained upon review by tax atities. We believe that our accruals for tax lidlgis are adequate for all open audit years
based on our assessment of many factors includiaggxperience and interpretations of tax law. @ksessment relies on estimates and
assumptions and may involve a series of complegmenhts about future events. To the extent thafilaétax outcome of these matters differs
from our expectations, such differences will impacbme tax expense in the period in which suckrdeihation is made.

We evaluate and account for uncertain tsitjpns using a two-step approach. Recogniticgp(she) occurs when we conclude that a tax
position, based solely on its technical meritsnare-likely-than-not to be sustained upon examimatMeasurement (step two) determines the
amount of benefit that is greater than 50% likelypé realized upon ultimate settlement with a tgodathority that has full knowledge of all
relevant information. Derecognition of a tax pasitthat was previously recognized would occur wiversubsequently determine that a tax
position no longer meets the more-likely-than-moeshold of being sustained.

We are required to file income tax retumghe United States and in various state incomguiasdictions. The preparation of these inct
tax returns requires us to interpret the applicédotdaws and regulations in effect in such jurigidns, which could affect the amount of tax
paid by us. The income tax returns, however, abgestito audits by the various federal and statmgpauthorities. As part of these reviews,
taxing authorities may disagree with our tax posisi. The ultimate resolution of these tax positisraften uncertain until the audit is complete
and any disagreements are resolved. We therefooed@n amount for our estimate of the additioaalliability, including interest and
penalties, for any uncertain tax positions takeaxgected to be taken in an income tax return. 8/ew and update the accrual for uncertain
tax positions as more definitive information becsragailable from taxing authorities, completiortaf audits and expiration of statutes of
limitations. We record interest and penalties egldb income tax matters in income tax expense.

In addition to estimates inherent in theogmnition of current taxes payable, we estimatdikedihood that we will be able to recover our
deferred tax assets each reporting period. Remlizaf our deferred tax assets is dependent upmefaxable income. To the extent we
believe it is
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more-likely-than-not that some portion or all ofr et deferred tax assets will not be realizedestablish a valuation allowance recorded
against deferred tax assets. Significant judgneergquired in determining any valuation allowareeorded against deferred tax assets. In
assessing the need for a valuation allowance, wsider all available evidence including past opegatesults, estimates of future taxable
income and the feasibility of ongoing tax planngtategies. We recognize windfall tax benefits aeisded with the exercise of stock options
directly to stockholders' equity only when realizAdwindfall tax benefit occurs when the actual beenefit realized by us upon an employee's
disposition of a share-based award exceeds therdéfex asset, if any, associated with the awsatiwe had recorded. When assessing
whether a tax benefit relating to share-based cosgi®n has been realized, we follow the tax lagledng method, under which current year
share-based compensation deductions are assurbeditidized before net operating loss carryforwaadd other tax attributes.

Stock-based compensation

We grant options to purchase our commocksto certain employees and directors under ouitg@qcentive plans. The benefits provided
under these plans are share-based payments aretarded in our consolidated statement of inconsedapon their fair values.

Stock-based compensation cost is meastitbeé grant date fair value of the award and issesped over the vesting period. We estimate
the fair value of stock options awards on the gdaté using the Black-Scholes option pricing mobBetermining the fair value of stock-based
awards at the grant date under this model regjudggment, including estimating our volatility, emgke stock option exercise behaviors and
forfeiture rates. The assumptions used in caladatie fair value of stock-based awards represanbest estimates, but these estimates
involve inherent uncertainties and the applicabibmanagement judgment.

Our computation of expected term was cateul using the simplified method. The risk-fre@iatt rate is based on the United States
Treasury yield of those maturities that are comsistvith the expected term of the stock optionffact on the grant date of the award. Divid
rates are based upon historical dividend trendseapdcted future dividends. As we have never dedlar paid any cash dividends and do not
presently plan to pay cash dividends in the foralsleefuture, a zero dividend rate is assumed ircaloulation. Because our stock has not been
publicly traded for a significant period of timecawe had no substantial historical data on thetilityaof our stock as of December 31, 2010,
our expected volatility is estimated by analyzihg historical volatility of comparable public conmpes, which we refer to as guideline
companies. In evaluating the comparability of th&lgline companies, we consider factors such assing, stage of life cycle, size and
financial leverage.

The amount of stock-based compensationresge/e recognize during a period is based on thepmf the awards that are ultimately
expected to vest. We estimate option forfeituregbatime of grant and revise those estimatestisesguent periods if actual forfeitures differ
from those estimates. The effect of a 10% changstimates to any of the individual inputs to tHadR-Scholes option pricing model would
not have a material impact to our consolidatedrfoiea statements.

Options awarded under our equity incengilams have an exercise price that equals or exd¢beddosing price of our common stock, as
reported by the NYSE, on the date of grant.
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Results of Operations
The following table sets forth our consatied statements of income data as a percentageeaiue for each of the periods indicated:

Year Ended December 31,

2010 2009 2008
Revenue 100.(% 100.(% 100.(%
Costs and expense

Instructional cost and servic 26.3 26.2 28.¢

Marketing and promotion: 29.7 32.1 37.1

General and administrati\ 13.7 23.t 18.¢
Total costs and expens 69.7 82.C 84.7
Operating incom 30.5 18.C 158
Interest incom: (0.2 (0.2) (0.7
Interest expens 0.0 0.1 0.1
Income before income tax 30.5 18.1 15.:
Income tax expens 12.€ 7.7 3.2
Net income 17.% 10.2% 12.1%

Year Ended December 31, 2010 Compared to Year Erdecember 31, 2009

Revenue. Our revenue for 2010 was $713.2 million, anéase of $258.9 million, or 57.0%, as compared®4$3 million for 2009.
Our revenue growth was primarily attributed to déiiment growth. Student enrollment at our academstiiutions as of December 31, 2010,
was 77,892, an increase of 24,204, or 45.1%, comdptar53,688 as of December 31, 2009. Enrollmenwtr is driven by various factors
including prospective students' acceptance of alrevproposition, the quality of lead generatidior$, the number of enrollment advisors and
our ability to retain existing students. In additi the increase in student enrollment, the regencrease was also positively impacted by the
5% tuition increase effective April 1, 2010 and trexision on April 1, 2009, to move to a singledir@our price for all undergraduate students
at Ashford University. The tuition increase and theve to a single credit hour price accounted fgraximately 11.0% and 4.8%,
respectively, of the revenue increase between gerivevenue increases were partially offset byharease in institutional scholarships of
$37.4 million between 2010 and 2009. We earnedhi@olgy fees of $50.5 million for 2010, representig% of total revenue during the
period, compared to technology fees of $34.7 mmilfior 2009, representing 7.6% of total revenuerduthat period. We increased the
technology fee from $990 to $1,290, for degree-septnline students at Ashford University and Umsiy of the Rockies starting on or after
August 3, 2010, which fee increase accounted fd3 88llion, or 2.0%, of the revenue increase betwgeriods.

Instructional costs and services.Our instructional costs and services for 2080en$187.4 million, an increase of $67.3 million, o
56.1%, as compared to $120.1 million for 2009. Thisease was primarily due to additional costsssary to support the increased student
enroliment. The primary increases were bad deb¢resg of $16.4 million, instructor fees of $16.1limil, direct wages of $12.8 million,
financial aid processing of $6.5 million, licensge$ of $6.4 million, facilities costs of $3.9 noli and employee benefits of $3.3 million.
Instructional costs and services decreased, ascargage of revenue, to 26.3% for 2010, as comparg8.4% for 2009. The decrease of 0.1%
as a percentage of revenue included relative deesda direct wages and stock-based compensatio®%f and 0.5%, respectively. The
decrease in direct wages was due to efficienciesedan the areas of academic management, finaaiciaupport and student services that
came with a larger student base.
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The decrease in stock-based compensation was diirdae to the $2.1 million related to the exit impis charge taken in 2009. The decreases
were partially offset by relative increases in tise fees and bad debt expense of 0.5% each. Titeagecin license fees was due to the change
in online providers between 2009 and 2010. Theemse in bad debt expense from 5.1% in 2009 to ;1620810 was due to general economic
conditions.

Marketing and promotional. Our marketing and promotional expenses for 20é6e $211.6 million, an increase of $65.9 million,
45.2%, as compared to $145.7 million for 2009. iHweease was primarily due to the growth of ouénrent advisor workforce, as well as
costs incurred to purchase additional leads. Wamded our enroliment advisor force by 444, or 37.884ing the year. The factors
contributing to the overall increase between peviodre increases in selling compensation of $2%918®m advertising of $16.2 million,
facilities costs of $8.3 million, employee benefifs$6.8 million and other advertising of $5.7 noill. The increase in selling compensation and
advertising spending is expected to continue agnee our enrollment advisor workforce and increaselead generation efforts to support
those advisors. Our marketing and promotional egpgnas a percentage of revenue, decreased to 842910 from 32.1% for 2009. The
decrease of 2.4% as a percentage of revenue inthetiive decreases in stock-based compensativertéssing and selling compensation of
1.1%, 0.9% and 0.8%, respectively. The decreas®izk-based compensation was primarily due to e fillion related to the exit options
charge taken in 2009. The decrease in advertisidgalling compensation was due to efficiencieaggby improvements to our variable cost
structure. The decreases were partially offset tlative increase in other advertising of 0.7%e Ticrease in other advertising was due to
increased corporate branding initiatives.

General and administrative. Our general and administrative expenses fo02@dre $97.9 million, a decrease of $8.9 million8a1%, a
compared to $106.8 million for 2009. The decreaas primarily due to the $23.3 million related te #xit options charge and the
$11.1 million related to the stockholder settlenmshdrge taken in 2009. The decreases were parbigiigt by increases in administrative labor
of $11.0 million, facilities costs of $2.9 milliokegal and consulting fees of $2.3 million, banks®f $1.8 million and outside services of
$1.7 million. Our general and administrative exgEn®s a percentage of revenue, decreased to 1&. 2910 from 23.5% for 2009. The 9.8%
decrease as a percentage of revenue was primasdljocthe relative decreases related to the aforéomed exit option and stockholder
settlement charges of 5.2% and 2.4%, respectively.

Interest income. Our interest income for 2010 was $1.6 millian,increase of $0.8 million as compared to $0.8onifor 2009, as a
result of increased levels of cash and cash ecrital

Interest expense. Our interest expense for 2010 was $0.2 millaslight decrease of $0.1 million as comparedit8 #illion for 2009.

Income tax expense.Income tax expense for 2010 was $90.2 millamincrease of $55.1 million from $35.1 million 2009, at
effective tax rates of 41.4% and 42.7% for 2010 20@9, respectively. The decrease in our effet¢tixaate in 2010 as compared to 2009 was
primarily due to a decrease of the effect of ounm@ment differences and uncertain tax positiona targer revenue base. The decrease of thesi
items was partially offset by an increase in o@nbled state tax rate due to our increased statigriiao

Net income. Our net income for 2010 was $127.6 millionjrcrease of $80.5 million, as compared to net ine@$47.1 million for
2009, due to the factors discussed above.

Year Ended December 31, 2009 Compared to Year Erdecember 31, 2008

Revenue. Our revenue for 2009 was $454.3 million, améase of $236.0 million, or 108.1%, as compare$ltt8.3 million for 2008.
Our revenue growth was primarily attributed to dinment
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growth. Student enroliment at our academic indting as of December 31, 2009, was 53,688, an isereb22,130, or 70.1%, compared to
31,558 as of December 31, 2008. Enroliment growtriven by various factors including prospectittedents' acceptance of our value
proposition, the quality of lead generation effpttee number of enroliment advisors and our abibityetain existing students. In addition to the
increase in student enroliment, the revenue inereas also positively impacted by the 5% tuitiocréase effective April 1, 2009 and the
decision to move to a single credit hour pricedbundergraduate students at Ashford Universitye Tuition increase and the move to a single
credit hour price accounted for approximately 6 &3d 11.8%, respectively, of the revenue increatgdsm periods. These increases were
partially offset by an increase in institutionahetarships of $28.1 million.

Instructional costs and services.Our instructional costs and services for 20@9ex$120.1 million, an increase of $57.3 million, o
91.2%, as compared to $62.8 million for 2008. Thisease was primarily due to additional costs ss@sy to support the increased student
population, as well as a $2.8 million increasetatk-based compensation, of which $2.1 million tedieto the exit options charge taken in the
second quarter of 2009. Instructional costs andises decreased, as a percentage of revenue 4% 36r 2009, as compared to 28.8% for
2008. The decrease is primarily due to a decread&act labor of 1.5%, as a percentage of revefnam efficiencies gained and as well as a
decrease in bad debt expense of 1.1% to 5.1% i9 20t 6.2% in 2008 due to increased levels ofemibn efforts.

Marketing and promotional. Our marketing and promotional expenses for 2008 $145.7 million, an increase of $64.7 million,
79.8%, as compared to $81.0 million for 2008. THwease was primarily due to (i) increased markgdabor costs of $33.5 million,
(i) increased advertising of $12.2 million, (iifcreased facilities costs of $10.3 million, (imgreased stock-based compensation of
$6.5 million (of which $5.0 million related to thexit options charge taken in the second quart@06®), and (v) other selling and marketing
costs of $2.2 million. The increase in selling camgation and advertising spending is expectedritraee as we grow our enrollment advisor
base and increase our lead generation effortspoostithose advisors. Our marketing and promotiexpknses, as a percentage of revenue,
decreased to 32.1% for 2009 from 37.1% for 200& décrease is primarily due to efficiencies gaimgimprovements to our variable cost
structure specifically related to marketing waged advertising.

General and administrative. Our general and administrative expenses foB2@€re $106.8 million, an increase of $65.8 million
160.4%, as compared to $41.0 million for 2008. Fleeease was primarily due to (i) increased stoageldl compensation of $26.6 million (of
which $23.3 million related to the exit options aigtaken in the second quarter of 2009), (ii)éased administrative labor of $13.9 million,
(iii) the $11.1 million charge related to the stholder settlement in the first quarter of 2009) (hcreased outside and professional fees of
$4.5 million, (v) increased depreciation of $3.2limm, (vi) increased travel of $1.0 million, andif other general and administrative increases
of $5.5 million. Our general and administrative empes, as a percentage of revenue, increasedbi 23 2009 from 18.8% for 2008,
primarily due to the increased costs noted above.

Interest income. Our interest income for 2009 was $0.8 millian,increase of $0.5 million from $0.3 million fod@8, as a result of
increased levels of cash and cash equivalents.

Interest expense. Our interest expense for 2009 was $0.3 millaslight increase of $0.1 million from $0.2 miliiéor 2008.

Income tax expense.Income tax expense for 2009 was $35.1 millamincrease of $28.0 million from $7.1 million 2008, at effectiv:
tax rates of 42.7% and 21.1% for 2009 and 200®eas/ely. The increase in our effective tax rat@009 as compared to 2008 was primarily
due to (i) an increase
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in our uncertain tax positions in 2009 and (ii)anrecurring benefit related to the release in 20f0Bie valuation allowance existing at
December 31, 2007.

Net income. Our net income for 2009 was $47.1 million, acréase of $20.7 million, as compared to net incofr6.4 million for
2008, due to the factors discussed above.

Liquidity and Capital Resources
Liquidity

We financed our operating activities angitz expenditures during the years ended Dece®be?010, and 2009 primarily through cash
provided by operating activities. Our cash and exghivalents were $188.5 million at December 31,(2énd $125.6 million at December 31,
2009. Our restricted cash was $25,000 at both DbeeeBil, 2010, and December 31, 2009. At Decemhe2@®0 and 2009, we had market:
securities of $110.6 million and $45.0 million, pestively.

We manage our excess cash pursuant tautititptive and qualitative operational guidelioésur cash investment policy. Our cash
investment policy, which is managed by our investtmeanager, has the following primary objectivesdider of priority): preserving
principal, meeting our liquidity needs, minimizingarket and credit risk, and providing returns. Urttie policy's guidelines, we invest our
excess cash exclusively in high-quality, U.S. detlanominated financial instruments. For a disarssif the measures we use to mitigate the
exposure of our cash investments to market rigditrisk and interest rate risk, see Part Il, If&#) "Quantitative and Qualitative Disclosures
About Market Risk."

Available borrowing facilities

On January 29, 2010, we entered into arion revolving line of credit with Comerica Bankr Comerica, pursuant to a Credit
Agreement, Revolving Credit Note and Security Agreat, which agreements, as amended to date, wectiolly refer to as the Loan
Documents. For more information about the Loan Doents, see Note 7, "Notes Payable and Long-Ternt,'Delour annual consolidated
financial statements, which are included elsewiretkis report. The initial proceeds under the L&uotuments were used, in part, to refinance
the outstanding letters of credit under the exis@medit Agreement between us and Comerica, whighefer to as the Prior Agreement. Upon
the effectiveness of the Loan Documents, the PAgseement was terminated, except that letterseditoutstanding under the Prior
Agreement were deemed to be letters of credit ssueler the Loan Documents.

As of December 31, 2010, we used the avitithlaunder the revolving credit facility to issuetters of credit aggregating $2.4 million. We
were in compliance with all financial covenantghe Loan Documents and had no borrowings outstgnatier the revolving credit facility as
of December 31, 2010.

As part of our normal business operatisresare required to provide surety bonds in cedtates where we do business. In May 2009, we
entered into a surety bond facility with an insuw@ceompany to provide such bonds when requireafAscember 31, 2010, the total avail
surety bond facility was $5.0 million and we haslisd surety bonds totaling $1.3 million under siaciity.

Share repurchast

On July 30, 2010, our board of directorghatized the repurchase of up to $60.0 million of outstanding shares of common stock over
the following 12 months. Under the share repurclpasgram, which was announced on August 3, 2010nase purchase shares from time to
time in the open market, through block trades bentise.
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During the year ended December 31, 2010:ewarchased 3.0 million shares at a weighted geetast of $14.05 per share, for a total
purchase price of $42.2 million. Approximately $ illion remains authorized and available underrgpurchase program.

Title IV funding

Our academic institutions derived the samtal majority of their respective revenues froamious federal student financial assistance
programs under Title IV of the Higher Education A€tL1965. For the years ended December 31, 20108 a80d 2008, Ashford University
derived 85.0%, 85.5% and 86.8%, respectively, ardUniversity of the Rockies derived 85.9%, 84.6%d 80.8%, respectively, of their
respective revenue (calculated on a cash bastordance with applicable statutory provisions Begartment regulations) from Title IV
funds. Our institutions are subject to significeegulatory scrutiny on the basis of numerous stafsdthat the institutions must satisfy in order
to participate in Title IV programs. For more infwation regarding Title IV programs and the regolatihereof, see "Regulation—Department
Regulation of Title IV Programs" in Part |, ltenof this report. The balance of revenues derivedunyinstitutions is from military and
government reimbursement, cash pay and corporatduesement, private loans and the internal loaggam at the University of the Rockies.
For more information regarding these student filragnoptions, see "Business—Student Financing" i Pétem 1 of this report.

If we were ineligible to receive Title INMiiiding, our liquidity would be significantly impaat. The timing of disbursements under Title IV
programs is based on federal regulations and dlityatb successfully and timely arrange financiad for our students. Title IV funds are
generally provided in multiple disbursements befeesearn a significant portion of tuition and feasl incur related expenses over the period
of instruction. Students must apply for new loand grants each academic year. These factors, &mgeith the timing of our students
beginning their programs, affect our operating désh.

Financial responsibility

In the third quarter of 2010, consistertimaur internal calculations, the Department netifus that Ashford University received a
composite score of 2.9 for the fiscal year endedeer 31, 2009, and that the University of thekRescreceived a composite score of 1.8 for
the fiscal year ended December 31, 2009, in eash satisfying the composite score requirementeftapartment's financial responsibility
test, which institutions must satisfy in order &rticipate in Title IV programs. For more infornatj see "Regulation—Department Regulation
of Title IV Programs—Financial responsibility” iraR I, Item 1 of this report.

We expect the composite scores for Ashfémiversity and the University of the Rockies battbe 3.0 for the year ended December 31,
2010. However, this is subject to determinatiorth®/Department once it receives and reviews ouitedifinancial statements for the year
ended December 31, 2010.

Internal loan program

In October 2009, we implemented a prograntitfe University of the Rockies pursuant to whicé institution provides direct loans to
students. The total number of students receiviegehoans during 2010 and 2009 was 179 and 8&atesgly. The total amount of financing
provided during 2010 and 2009 was $2.6 million & million. We have no current plans to implemesimilar program for Ashford
University.

82




Table of Contents
Operating activities

Net cash provided by operating activitiesthe year ended December 31, 2010, was $189li@mitompared to $131.7 million for the
prior year. The increase of $58.2 million was priityadue to an increase in net income of $80.5iomllbetween periods, which reflects that
income for 2009 included non-cash charges relatélde acceleration of exit options of $30.4 millimamd the settlement of a stockholder claim
of $11.1 million (of which $10.6 million was nonsig).

Net cash provided by operating activitiesthe year ended December 31, 2009, was $131libmiSignificant noneash items included
the reconciliation of net income to net cash predithy operating activities include the following:gtock-based compensation of
$35.9 million, (ii) provision for doubtful accountd $23.2 million, (iii) an increase in deferredcame taxes of $12.4 million, and (iv) the non-
cash portion of the stockholder settlement of $18il6on. Changes in operating assets and liabsitivas $21.5 million and was caused
primarily by increases in (i) deferred revenue atutlent deposits of $54.3 million and (ii) accoymagable and accrued liabilities of
$5.5 million. These were offset by an increasecicoants receivable of $37.5 million.

Net cash provided by operating activitiesthe year ended December 31, 2008, was $70.iomilbignificant non-cash items included in
the reconciliation of net income to net cash predithy operating activities include the following:grovision for doubtful accounts of
$13.4 million, (ii) an increase in deferred incotares of $5.7 million, (iii) depreciation and ammation of $2.5 million and (iv) stock-based
compensation of $1.8 million. Changes in operatisgets and liabilities was $32.3 million and wassed primarily by increases in (i) deferred
revenue and student deposits of $50.6 million @pddgcounts payable and accrued liabilities of $lillion. These were offset by an increase
in accounts receivable of $27.7 million.

Investing activities

Net cash used in investing activities wa4.8 million, $70.0 million and $16.6 million fo020, 2009 and 2008, respectively. Our cash
used in investing activities is primarily relatedthe purchases of property and equipment andiettsénprovements and marketable
securities. A majority of our historical capitalpenditures are related to the establishment ofrotisl infrastructure to support our online
operations and to improve our ground campus. Capif@enditures were $26.6 million, $24.2 millionda$i.5.9 million for 2010, 2009 and
2008, respectively. For the year ending DecembeB11, we expect capital expenditures to be apmrately $52.0 million.

During 2010, we purchased $111.7 milliomafrketable securities and there were maturitié6f0 million.
Financing activities

Net cash provided by (used in) financingvétoes was $(32.5) million, $7.4 million and $(§.million for 2010, 2009 and 2008,
respectively. During 2010, net cash used in finageictivities was primarily related to our stockuechase of approximately 3.0 million sha
at a weighted average cost of $14.05 per share, iotal of $42.2 million. This was partially offdgy an excess tax benefit of option exercises
of $7.0 million as well as proceeds from the exasiof stock options and warrants of $2.2 million.

We may utilize commercial financing ancelnof credit for the purpose of expansion of odinenbusiness infrastructure and to expand
and improve our ground campuses in Clinton, lowa, @olorado Springs, Colorado. Based on our cutexet of operations and anticipated
growth in enrollments, we believe that our caskvffoom operations, existing cash and cash equitaland other sources of liquidity will
provide adequate funds for ongoing operations,r@drcapital expenditures and working capital rexmagnts for at least the next 12 months.
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Significant Cash and Contractual Obligation

The following table sets forth, as of Detem31, 2010, certain significant cash and contiedaibligations that will affect our future
liquidity:

Payments Due by Perioc

Total 2011-2012 _2013-2014 2015 Thereafter
(In thousands)

Operating lease obligatiol $ 329,65¢ $ 50,300 $ 69,120 $ 35,59 $ 174,63

Other contractual obligatior 23,11% 12,30¢ 10,74¢ 60 —

Uncertain tax position 8,50: 8,50: — — —

Total $ 361,270 $ 71,11t $ 79,87 $ 3565¢ $ 174,63

In February 2011, we entered into a leasd$1,000 rentable square feet of office spadgeinver, Colorado. We intend to use the new
space primarily for administrative offices, meetiogms and online support services. The initiahtef the lease is 10 years and is estimate
commence in August 2011. The monthly base rent themitial term of the lease increases from $0ikion during the first year to

$0.5 million during the tenth year. The total amboibase rent payments over the initial term ef ldase is $43.4 million; such payments are
excluded from the table above.

Off-Balance Sheet Arrangements

At December 31, 2010, the company has fibafnce sheet arrangements that have, or arenally likely to have, a material current or
future effect on financial condition, changes imafiicial condition, revenue or expenses, resultpefations, liquidity, capital expenditures or

capital resources. See the table above for the anyg contractual obligations for detailed inforioatabout the company's financial
commitments.

Segment Information

We operate in one reportable segment agesducational delivery operation using a cofeastructure that serves the curriculum and
educational delivery needs of both our campus-basednline students regardless of geography. Bief operating decision maker, our CEO

and President, manages our operations as a wmagleyaexpense or operating income information &wated by our chief operating decision
maker on any component level.

Recent Accounting Pronouncements

In October 2009, the FASB issued Accounsitgndards Update ("ASU") 2009-13, which amends A8fic 605 Revenue Recognition.
This update changes the requirements for estabjsgeparate units of accounting in a multiple elemagrangement and requires the allocation
of arrangement consideration to each deliveraldedan the relative selling price. ASU 2009-13fisative for revenue arrangements entered

into in fiscal years beginning on or after June2@1.0. We do not believe that the adoption of ARI0213 will have a material effect on our
consolidated financial statements.

In October 2009, the FASB issued ASU 2089vihich amends ASC Topic 985ertain Revenue Arrangements That Include Software
ElementsThis update changes the accounting model for revanangements that include both tangible prodaratissoftware elements. ASU
2009-14 is effective for revenue arrangements edtgrto in fiscal years beginning on or after JuBe2010. We do not believe that the
adoption of ASU 2009-14 will have a material effentour consolidated financial statements.
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In December 2010, the FASB issued ASU 288 Owhich amends the criteria for performing Stegf the goodwill impairment test for
reporting units with zero or negative carrying amisuand requires performing Step 2 if qualitatizetérs indicate that it is more likely than
that a goodwill impairment exists. The amendmemthé update are effective for fiscal years begigran or after December 15, 2010. We do
not believe that the adoption of ASU 2010-28 wélke a material impact on our consolidated finarstaiements.

In December 2010, the FASB issued ASU 2P90which clarifies that, when presenting compaeatinancial statements, SEC registrants
should disclose revenue and earnings of the cordl@ngty as though any current period business amatibns had occurred as of the
beginning of the comparable prior annual reporfiegod only. The update also expands the suppleahprd forma disclosures to include a
description of the nature and amount of materiahracurring pro forma adjustments directly attréhié to the business combination included
in the reported pro forma revenue and earnings. 2810-29 is effective prospectively for materiati{er on an individual or aggregate basis)
business combinations entered into in fiscal ybaginning on or after December 15, 2010 with eadgption permitted. We do not believe
that the adoption of ASU 2010-29 will have a matrmpact on our consolidated financial statements.

Iltem 7A. Quantitative and Qualitative Disclosures About Market Risk.
Market and credit risk

Pursuant to our cash investment policyattempt to mitigate the exposure of our cash amdsiments to market 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.Slldo-denominated assets and instruments
only, (iv) diversifying account structures so thet maintain a decentralized account portfolio wittmerous stable, highly-rated and liquid
financial institutions and (v) ensuring that owestment procedures maintain a defined and spexifipe such that we will not invest in
higher-risk investment accounts, including long¥terorporate bonds, financial swaps or derivative @rporate equities. Accordingly, under
the guidelines of the policy, we invest our exoessh exclusively in high-quality, U.S. dollar-derinated financial instruments.

Despite the investment risk mitigation ttghes we employ, we may incur investment lossesrasult of unusual and unpredictable
market developments and we may experience redugedtment earnings if the yields on investmentsmdekto be low risk remain low or
decline further in this time of economic uncertginih addition, unusual and unpredictable marke&etipments may also create liquidity
challenges for certain of the assets in our inveatmportfolio.

We have no derivative financial instrumemtslerivative commodity instruments.
Interest rate risk

To the extent we borrow funds under ouedinf credit with Comerica, we would be subjediuotuations in interest rates. See Part I,
Item 7, "Management's Discussion and Analysis nAR¢ial Condition and Results of Operations—Ligyidind Capital Resources." As of
December 31, 2010, we had no borrowings undeiinieof credit with Comerica.

Our future investment income may fall stadréxpectations due to changes in interest rateBecember 31, 2010, a 10% increase or
decrease in interest rates would not have a mhbesict on our future earnings, fair value or cietvs related to interest earned from cash,
cash equivalents or marketable securities.
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Report of Independent Registered Public Accountindrirm
To the Board of Directors and Stockholders of Bejpgint Education, Inc.

In our opinion, the consolidated finanatdtements listed in the index appearing under tBa)(1) present fairly, in all material respe
the financial position of Bridgepoint Educationcland its subsidiaries at December 31, 2010 af@,2ihd the results of their operations and
their cash flows for each of the three years inpgiiéod ended December 31, 2010 in conformity &itbounting principles generally accepted
in the United States of America. In addition, irr opinion, the financial statement schedule listethe index appearing under ltem 15(a)(2)
presents fairly, in all material respects, the infation set forth therein when read in conjunctioth the related consolidated financial
statements. Also in our opinion, the Company maiet, in all material respects, effective interoahtrol over financial reporting as of
December 31, 2010, based on criteria establishedaémal Control—Integrated Frameworksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOg Tbmpany's management is responsible for theapdial statements and financial
statement schedule, for maintaining effective imaércontrol over financial reporting and for itsassment of the effectiveness of internal
control over financial reporting, included in thecampanying Management's Report on Internal Cootret Financial Reporting appearing
under Item 9A. Our responsibility is to expressnigmis on these financial statements, on the firmdistatement schedule, and on the Comp
internal control over financial reporting basedooam audits (which was an integrated audit in 20¥0e) conducted our audits in accordance
with the standards of the Public Company Accoun@wgrsight Board (United States). Those standagsire that we plan and perform the
audits to obtain reasonable assurance about whaéinancial statements are free of material tatesnent and whether effective internal
control over financial reporting was maintaineaglhmaterial respects. Our audits of the finanstatements included examining, on a test
basis, evidence supporting the amounts and disessn the financial statements, assessing theuatiog principles used and significant
estimates made by management, and evaluating #ralbfinancial statement presentation. Our aufiibernal control over financial reportil
included obtaining an understanding of internalta@rover financial reporting, assessing the risktta material weakness exists, and testing
and evaluating the design and operating effectiseioéinternal control based on the assessedQiskaudits also included performing such
other procedures as we considered necessary @irtuenstances. We believe that our audits provitkaaonable basis for our opinions.

A company's internal control over finanaigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company's internal control over financial repogtincludes those policies and procedures thaefifain to the maintenance of records tha
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetseofdmpany; (ii) provide reasonable assurance
that transactions are recorded as necessary tatgegaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (iii) provide readdleaassurance regarding prevention or timely detecf unauthorized acquisition, use, or
disposition of the company's assets that could hawaterial effect on the financial statements.

Because of its inherent limitations, inedroontrol over financial reporting may not preventetect misstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

/sl PricewaterhouseCoopers LLP
San Diego, California
March 1, 2011
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Bridgepoint Education, Inc.
Consolidated Balance Sheets

(In thousands, except par value)

As of December 31,

2010 2009
ASSETS
Current assett
Cash and cash equivalel $ 188,51¢ $ 125,56:
Restricted cas 25 25
Marketable securitie 90,61 44,98¢
Accounts receivable, n 58,41¢ 43,23:
Deferred income taxe 7,03¢ 4,027
Prepaid expenses and other current a 12,65( 9,581
Total current asse 357,25¢ 227,41!
Property and equipment, r 66,54: 47,36:
Marketable securitie 20,00( —
Goodwill and intangible 4,12z 3,201
Deferred income taxe 15,84¢ 13,49:
Other long term asse 7,457 3,76%
Total asset $ 471,22 $ 295,23:
LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED
STOCK AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 507¢ $ 2,87
Accrued liabilities 34,89t 24,57¢
Deferred revenue and student depc 173,57¢ 121,75:
Other current liabilitie: — 172
Total current liabilities 213,54° 149,37
Rent liability 10,91( 6,89¢
Other long term liabilitie: 8,521 4,35:
Total liabilities 232,98 160,62:
Commitments and contingencies (see Note
Stockholders' equity
Preferred stock, $0.01 par vah
20,000 authorized; zero shares issued and outsgatiDecember 31
2010, and December 31, 20 — —
Common stock, $0.01 par valt
300,000 shares authorized, 55,801 issued and 52/#8tanding at
December 31, 2010; 54,266 shares issued and oditstjzat
December 31, 200 55¢ 543
Additional paic-in capital 101,46: 83,23:
Retained earning 178,41 50,83:
Treasury stock, 3,002 and zero shares at costarblger 31, 2010, anc
December 31, 2009, respectiv: (42,199 —
Total stockholders' equi 238,24: 134,60
Total liabilities, redeemable convertible preferstdck and stockholders'
equity $ 471,228 $ 295,23:

The accompanying notes are an integral part oktheasolidated financial statements.
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Bridgepoint Education, Inc.
Consolidated Statements of Income
(In thousands, except per share data)

Year Ended December 31,

2010 2009 2008
Revenue $ 713,230 $ 454,32: $ 218,29(
Costs and expense

Instructional costs and servic 187,39¢ 120,08 62,82:

Marketing and promotion: 211,55( 145,72 81,03¢

General and administrati\ 97,86: 106,78 41,01:
Total costs and expens 496,81. 372,59 184,87(
Operating incom 216,42: 81,73( 33,42(
Interest incomt (1,56¢) (789) (322
Interest expens 21C 27¢ 24C
Income before income tax 217,77¢ 82,24( 33,50:
Income tax expens 90,19¢ 35,13¢ 7,071
Net income 127,58( 47,10t 26,43:
Accretion of preferred dividenc — 64t 2,00¢
Net income available to common stockholc $ 127,58( $ 46,46( $ 24,42
Earnings per common sha

Basic $ 237 $ 0.8t $ 0.3¢

Diluted $ 214 $ 074 $ 0.1¢
Weighted average common shares outstanding used in

computing earnings per common sh
Basic 53,72« 39,34¢ 3,33t
Diluted 59,63: 45,18 7,751

The accompanying notes are an integral part oktbeasolidated financial statements.
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Bridgepoint Education, Inc.
Consolidated Statements of Redeemable Convertibledferred Stock and Stockholders' Equity (Deficit)

(In thousands)

Series A
Convertible
Preferred Stock Common Stock

Retained
Additional Earnings/
Paid-in (Accumulated  Treasury
Shares Amount Shares  Par Value Capital Deficit) Stock Total

Balance a

December

2007 19,77¢ $ 25,05¢ 3,33t $ 33 % — $ (20,179 % — $(20,149)
Stoclk-basec

compensal — — — — 1,827 — — 1,82
Accretion of

preferred

dividends — 2,00¢ — — (129 (1,882 — (2,006
Net income — — — — — 26,43 26,43
Balance at

December

2008 19,77¢ 27,06: 3,33% 33 1,70: 4,377 — 6,10¢
Stock-based

compensal — — — — 35,94: — — 35,94
Accretion of

preferred

dividends — 64E — — — (645) — (64£)
Stockholdel

settlemen — — 71C 7 10,57( — — 10,57;
Preferrec

stock

conversior (19,77¢) (27,707 44,80t 44¢ (44%) — — —
Exercise of

options — — 94¢ 10 334 — — 344
Excess tax

benefit of

option

exercises — — — — 5,454 — — 5,45
Stock issuet

under

employee

stock

purchase

plan — — 42 1 61t — — 61€
Exercise of

warrants — — 92¢€ 9 99z — — 1,00z
Stock issuet

in initial

public

offering,

net of

issuance

costs of

$8.6 millior — —  3,50¢ 35 28,06¢ — — 28,10¢
Net Income — — — — — 47,10¢ — 47,10¢

Balance a
December
2009 — — 54,26¢ 545 83,23: 50,83: — 134,60¢
Stoclk-basec
compensal — — — — 7,93¢ — — 7,93¢
Exercise of
options — — 1,181 11 1,02¢ — — 1,04(C

Excess ta:



benefit of

option

exercises — — — — 6,96¢ — — 6,96¢€
Stock issued

under

employee

stock

purchase

plan — — 77 1 1,10¢ — — 1,107
Exercise of

warrants — — 277 3 1,19(C — — 1,19:
Repurchase

of commor

stock — — — — — — (42,199 (42,199
Net Income — — — — — 127,58( 127,58(
Balance at

December
2010 — $ — b55,80. $ 55t $101,46: $ 178,410 $(42,197) $238,24:

The accompanying notes are an integral part oktbeasolidated financial statements.
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Bridgepoint Education, Inc.
Consolidated Statements of Cash Flows

(In thousands)

Year Ended December 31,

2010 2009 2008
Cash flows from operating activities
Net income $ 12758 $ 47,108 $ 26,43:
Adjustments to reconcile net income to net caskigeal by operating activitie!
Provision for bad debt 39,63 23,20¢ 13,43
Depreciation and amortizatic 8,56¢ 5,89( 2,452
Amortization of premium/discour 662 (66) —
Deferred income taxe (5,36¢€) (12,419 (5,65¢)
Stoclk-based compensatic 7,93¢ 35,94: 1,827
Excess tax benefit of option exercit (6,96¢€) (5,459 —
Stockholder settlement (n-cash portion — 10,577 —
Loss on disposal of fixed ass: 73 38 —
Changes in operating assets and liabilities, neffetts of acquisition:
Accounts receivabl (54,819 (37,49) (27,74°)
Prepaid expenses and other current a: (2,665) (2,520 (6,30¢€)
Loans receivabl — — 271
Other asset (3,695 (2,38¢) 471)
Accounts payable and accrued liabilit 18,53( 10,90¢ 11,52¢
Deferred revenue and student depc 51,82 54,327 50,60¢
U.S. governmental refundable loan fur — — (221)
Other liabilities 4,03¢ 2,917 2,20¢
Uncertain tax position 4,61z 1,152 2,39¢
Net cash provided by operating activit 189,94¢ 131,72 70,74¢
Cash flows from investing activities
Capital expenditure (26,56¢) (24,24¢) (15,884
Purchases of marketable securi (111,690) (44,929 —
Restricted cas — 641 (66€)
Business acquisitio — (1,500 —
Capitalized curriculum development co (1,214 — —
Maturities of marketable securiti 45,00( — —
Net cash used in investing activiti (94,477) (70,030 (16,55()
Cash flows from financing activities
Proceeds from issuance of common stock, net ofis=icosts of $8.6 millic — 28,10¢ —
Proceeds from the exercise of stock opti 1,04( 344 —
Excess tax benefit of option exercit 6,96¢ 5,45¢ —
Proceeds from issuance of stock under employe& siachase pla 1,107 61€ —
Proceeds from exercise of warra 1,192 1,002 —
Payments on leases paya (634) 297 a75)
Payments on conversion of preferred st — (27,707 —
Repurchase of common sta (42,199 — —
Payments on notes payal — (234) (4,897)
Net cash (used in) provided by financing activi (32,52) 7,382 (5,06¢€)
Net increase in cash and cash equival 62,95¢ 69,07¢ 49,13
Cash and cash equivalents at beginning of p¢ 125,56: 56,48 7,351
Cash and cash equivalents at end of pe $ 188,51¢ $ 12556. $ 56,48
Supplemental disclosures of cash flow information
Cash paid during the period f
Interest $ 57 $ 201 % 24C
Income taxe: $ 88,88: $ 38,45 $ 10,70¢
Supplemental disclosure of no-cash investing and financing activities
Purchase of property and equipment through calpiéale obligation $ — 3 381 $ 77

©

Non-cash purchases of property and equipr 1,707 $ 74¢ % 96&

The accompanying notes are an integral part okthessolidated financial statements.
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Bridgepoint Education, Inc.
Notes to Annual Consolidated Financial Statements
1. Nature of Business

Bridgepoint Education, Inc. (together witthsubsidiaries, the "Company"), incorporated 999, is a provider of postsecondary education
services. Its wholly-owned subsidiaries, Ashfordugnsity and the University of the Rockies, areioeglly accredited academic institutions
that offer associate's, bachelor's, master's aotidod programs in the disciplines of businesscatlan, psychology, social sciences and health
sciences. These institutions deliver programs enkis well as at their traditional campuses locaté&zlinton, lowa and Colorado Springs,
Colorado.

2. Summary of Significant Accounting Policies
Principles of Consolidatior

The consolidated financial statements idelthe accounts of Bridgepoint Education, Inc. ismdholly-owned subsidiaries. Intercompany
transactions have been eliminated in consolidation.

Reverse Stock Spl

On March 31, 2009, the Company's boardrettbrs approved a 1-for-4.5 reverse stock splihe Company's common stock, par value
$0.01 per share, which was effective as of that.das$ a result of the reverse stock split, evebyshares of the Company's common stock were
combined into one share of common stock and aryidrzal shares created by the reverse stock sphiéwounded down to the nearest whole
share. The Company did not reduce the number eoéslieis authorized to issue or change the parevaf the common stock. The reverse s
split affected all shares of the Company's comntooks as well as options and warrants to purchhaees of the Company's common stock,
that were outstanding immediately prior to the effee date of the reverse stock split. Common stadklitional paid-in capital, retained
earnings (accumulated deficit) and share and peedlata for prior periods have been retroactivedyated to reflect the reverse stock split
it had occurred at the beginning of the earliesiogepresented.

Use of Estimates

The preparation of the consolidated finahsiatements in conformity with accounting prinegpgenerally accepted in the United States of
America ("GAAP") requires management to make edeésand assumptions that affect the reported ammauithie consolidated financial
statements. Actual results could differ from thesémates.

Cash and Cash Equivalents

The Company invests cash in excess of osuagerating requirements in short term certifisaiedeposit and money market accounts.
Company considers all highly liquid investmentsharitaturities of three months or less at the timpwthase to be cash equivalents.

Restricted Casl

The Company had $25,000 in restricted eassbf both December 31, 2010 and 2009. The amdéWe@mber 31, 2010 and 2009, related
to a certificate of deposit pledged to the staté/ashington for state licensure requirements.
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Bridgepoint Education, Inc.
Notes to Annual Consolidated Financial StatementsZontinued)
2. Summary of Significant Accounting Policies (Corihued)
Marketable Securitie:

As of December 31, 2010, the Company meiath$110.6 million in marketable securities whidnsisted of demand and corporate
notes, corporate and municipal bonds, bonds fundsartificates of deposit. These securities atedtat fair market value using recently
guoted market prices. The Company's investmentdeareminated in U.S. dollars, investment graderaghly liquid. The Company's
investments are comprised of $90.6 million of stiertn securities, with maturities of less than gaar, and $20.0 million of long-term
securities, with maturities of greater than onerykat less than three years.

The Company has classified its marketabristies as available-for-sale and considers a®igtiassets those investments which will
mature or are likely to be sold in less than oreryAt December 31, 2010, the fair value of theegtments approximated the amortized cost.

The Company regularly monitors and evaki#ite realizable value of its marketable securitfesvents and circumstances indicate that a
decline in the value of these assets has occunmedsather-thariemporary, the Company would record a charge terdtitome (expense), n
in the consolidated statement of income.

Accounts Receivable and Allowance for Doubtful Acous

Accounts receivable consists of studenbaots receivable, which represent amounts dueuftior, technology fees and other fees from
currently enrolled and former students. Studenteg@ly fund their education through grants anttdans under various Title IV programs,
tuition assistance from military and corporate empts or personal funds. Accounts receivable atedtat the amount management expects tc
collect from outstanding balances. An allowancedmubtful accounts is estimated by management bas€il an assessment of individual
accounts receivable over a specific aging and ain@una all other balances on a pooled basis basdiistorical collection experience),

(i) consideration of the nature of the receivadxdeounts and (iii) potential changes in the ecosa@niironment. The provision for bad debts is
recorded within the instructional costs and sewvioge in the consolidated statements of income.

Property and Equipmen

Property and equipment are recognized sttless accumulated depreciation. Depreciationnsprited using the straight-line method
based on estimated useful lives of the relatedsassgollows:

Buildings 39 years
Furniture, office equipment and softw: 3- 7 years
Vehicles 5 years

Leasehold improvements are amortized ugiagtraight-line method over the shorter of tleséeterm or the estimated useful lives of the
assets. Upon the retirement or disposition of priypend equipment, the related cost and accumutigpdeciation is removed and a gain or
is recorded in the consolidated statements of ircdRepairs and maintenance costs are expenseel fretlod incurred.
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Bridgepoint Education, Inc.
Notes to Annual Consolidated Financial StatementsZontinued)
2. Summary of Significant Accounting Policies (Corihued)
Leases

Leases are evaluated and classified astipgior capital leases. Leased property and ecgrpmeeting certain criteria are capitalized,
and the present value of the related lease payrigerdgsognized as a liability on the consolidatathhce sheets. Amortization of capitalized
leased assets is computed on the straight-lineadether the term of the lease or the life of tHatesl asset, whichever is shorter.

If the Company receives tenant allowancesifthe lessor for certain improvements made tdghsed property, these allowances are
capitalized as leasehold improvements and a lomg-i@bility is established. The leasehold improesits and the long-term liability are
amortized on a straight-line basis over the coordng lease term. The Company records rent expemsestraight-line basis over the initial
term of a lease. The difference between the reythpat and the straight-line rent expense is reabedea long-term liability.

Goodwill and Other Intangible Assets

The Company tests goodwill and indefidited intangible assets for impairment annuallythie fourth quarter of each fiscal year, or n
frequently if events and circumstances warrant. Chmpany's assessment of goodwill during the fogutirter of fiscal 2010 indicated that
fair value of each of the Company's reporting uwiss substantially in excess of the carrying vahras therefore goodwill was not impaired.
There have been no impairment losses recognizéldeb@ompany for any periods presented.

In evaluating the impairment of goodwilldeimdefinite-lived intangible assets, such assetsaiocated to the carrying value of each
reporting unit. Determining the fair value of a oefing unit or an indefinite-lived purchased intérlg asset is judgmental in nature and
involves the use of significant estimates and agpgioms. These estimates and assumptions incluégmuvevgrowth rates and operating margins
used to calculate projected future cash flowsaidjisted discount rates, future economic and naxkaditions and determination of
appropriate market comparables. We base our fhiewestimates on assumptions we believe to be meass but which are unpredictable and
inherently uncertain. Actual future results mayetifrom those estimates.

Impairment of Lonc-Lived Assets

The Company assesses potential impairrodtdg tong-lived assets when there is evidencedhiahts or changes in circumstances indicate
that the carrying amount of an asset may not beverable. An impairment loss is recorded when dreying amount of the long-lived asset is
not recoverable and exceeds its fair value. Theyicey amount of a long-lived asset is not recovkréfit exceeds the sum of the undiscounted
cash flows expected to result from the use andteaédisposition of the asset. Any required impa&ntloss is measured as the amount by
which the carrying amount of a long-lived asseteexts fair value and is recorded as a reductionercarrying value of the related asset and an
expense to operating results. There have been paiiment losses recognized by the Company for anpgs presented.
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Bridgepoint Education, Inc.
Notes to Annual Consolidated Financial StatementsZontinued)
2. Summary of Significant Accounting Policies (Corihued)
Fair Value Measurements

The carrying value of the Company's finahtistruments approximates fair value due to #iative short-term nature of these
instruments. The Company's financial instrumenttuigte cash, cash equivalents, accounts payablejeattiabilities and amounts borrowed
under the Company's revolving credit facility.

The Company uses the three-tier fair vaieearchy which prioritizes the inputs used in measg fair value. These tiers include: Level 1,
defined as observable inputs such as quoted pgriGegive markets; Level 2, defined as inputs othan quoted prices in active markets that
are either observable directly or indirectly thrbugarket corroboration, for substantially the telim of the financial instrument; and Level 3,
defined as unobservable inputs in which little ommarket data exists, therefore requiring an emtitgevelop its own assumptions. The
Company's Level 2 marketable securities are valisaty readily available pricing sources which mélimarket observable inputs, including
current interest rate for similar types of instruntse There were no transfers in or out of Levelfirdy the year ended December 31, 2010.

The following table summarizes the fairugalnformation of marketable securities at Decen®ier2010 (in thousands):

Level 1 Level 2 Level 3 Total

Demand note $ — $ 5026 $ — $ 5,02¢
Corporate note — 25,32¢ — 25,32¢
Municipal bonds — 40,23: — 40,23:
Bond fund 10,00( — — 10,00(
Corporate bond — 10,02« — 10,02«
Certificate of

deposit — 20,00( — 20,00(
Total $ 10,00 $ 100,61: $ — $ 110,61:

Revenue and Deferred Reven
The Company's revenue consists of tuitiechnology fees and other miscellaneous fees.

Tuition revenue is deferred and recognizea straightine basis over the applicable period of instruttiet of scholarships and expec
refunds. The Company's online students generatigllan a program that encompasses a series of foveix-week courses which are taken
consecutively over the length of the program, dred@ompany's campus-based students enroll in agmotdpat encompasses a series of nine-
week or 16-week courses. Online students are hilted course-by-course basis when the studentfiestds a class. Campus-based students
are billed at the beginning of each term.

If a student's attendance in a class pectte receipt of cash from the student's souréenadling, the Company establishes an account
receivable and corresponding deferred revenueeimthount of the tuition due for that class. Caskixed either directly from the student or
from the student's source of funding reduces thenlsa of accounts receivable due from the studdra.Company's universities bill enrolled
online students for tuition on a course by cousidas they initiate attendance in each coursankial aid from sources such as the federal
government's Title IV
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Bridgepoint Education, Inc.
Notes to Annual Consolidated Financial StatementsZontinued)

2. Summary of Significant Accounting Policies (Corihued)

programs pertains to the online student's awardama is generally divided into two disbursemerriqas. As such, each disbursement period
may contain funding for up to four courses. Finahaid disbursements are typically received dutirggonline student's attendance in the first
or second course. Since the majority of disbursésnamver more courses than have been billed, tltoeiatmeceived in excess of billings
effectively represents a prepayment from the ordinelent for up to four courses. Cash receivecatedirectly from the student or from the
student's source of funding that is in excess ajwarts billed is recorded as a student deposit apteal to future classes and recognized as
revenue when earned. The balance of student demssidf December 31, 2010 and 2009, was $131.®madhd $96.9 million, respectively.

The Company records a provision for expotdunds and reduces revenue for the amountsheddected to be subsequently refunded.
Provisions for expected refunds have not been maaterany period presented. If a student withdréve a program prior to a specified date,
a portion of such student's tuition is refunded.

Technology fees are one-time start up éesged to each new online student. Technologyefeenue is recognized ratably over the
average expected term of a student. Other misaglanfees include fees for textbooks and otheicEsysuch as commencements, and are
recognized upon delivery of the goods or when éhated service is performed.

Income Taxes

The Company accounts for its income tavgisguthe liability method whereby deferred tax &ssad liabilities are determined based on
temporary differences between the bases usedfandial reporting and income tax reporting purpoBesderred income taxes are provided
based on the enacted tax rates expected to b&eot af the time such temporary differences areetqul to reverse. A valuation allowance is
provided for deferred tax assets if it is moreljjikihan not that the Company will not realize thtme assets through future operations.

The Company evaluates and accounts forrtaiodax positions using a two-step approach. Beition (step one) occurs when the
Company concludes that a tax position, based solelys technical merits, is more-likely-than-notie sustained upon examination.
Measurement (step two) determines the amount aéflighat is greater than 50% likely to be realizgubn ultimate settlement with a taxing
authority that has full knowledge of all relevamtormation. Derecognition of a tax position thatswaeviously recognized would occur when
the Company subsequently determines that a tatigrosio longer meets the more-likely-than-not thdd of being sustained.

Stock-Based Compensation

Stock-based compensation expense is mehatitee grant date fair value of the award arekgensed over the vesting period. The
Company estimates the fair value of stock optiam¢ghe grant date using the Black-Scholes optiotingimodel. Determining the fair value of
stock-based awards at the grant date under thiglmeguires judgment, including estimating volatiliemployee stock option exercise
behaviors and forfeiture rates. The assumptiond imsealculating the fair value of stock-based algsaepresent the Company's best estimates,
but these estimates involve inherent uncertairtiesthe application of management judgment.
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Bridgepoint Education, Inc.
Notes to Annual Consolidated Financial StatementsZontinued)
2. Summary of Significant Accounting Policies (Corihued)

The amount of stock-based compensationresgeecognized during a period is based on théopaot the awards that are ultimately
expected to vest. The Company estimates optiorifarés at the time of grant and revises thosenastis in subsequent periods if actual
forfeitures differ from those estimates. The Comymboard of directors grants options with an eiserprice that equals or exceeds the closing
price of the Company's common stock, as reportetthdyNYSE, on the date of grant.

Stock-based compensation expense for aptforecorded in the consolidated statement ofnfmezanet of estimated forfeitures, using the
graded vesting method over the requisite servic®geStock-based compensation expense totaled$iflion, $35.9 million and $1.8 million
for the years ended December 31, 2010, 2009 angl, 28€pectively.

Comprehensive Income
There are no comprehensive income itemardttan net income. Comprehensive income equalscane for all of the periods present
Instructional Costs and Service

Instructional costs and services consisaarily of costs related to the administration aedivery of the Company's educational programs.
This expense category includes compensation faltfaend administrative personnel, costs associatgdonline faculty, curriculum and new
program development costs, bad debt expense, fadaaid processing costs, technology license castiscosts associated with other support
groups that provide services directly to the stisldnstructional costs and services also includalcation of facility and depreciation costs.

Marketing and Promotional Cost

Marketing and promotional costs include pemsation of personnel engaged in marketing arditeeent, as well as costs associated
purchasing leads and producing marketing matefalsh costs are generally affected by the costleértising media and leads, the efficiency
of its marketing and recruiting efforts, compensatior its enroliment personnel and expenditureadvertising initiatives for new and existi
academic programs. Marketing and promotional calsts include an allocation of facility and depréicia costs.

Advertising costs, a subset of marketind promotional costs consisting primarily of markegtieads, are expensed as incurred or the firs
time the advertising takes place. Advertising costse $55.3 million, $39.1 million and $26.9 milidor the years ended December 31, 2010,
2009 and 2008, respectively.

General and Administrative

General and administrative expenses inctatiepensation of employees engaged in corporatageament, finance, human resources,
information technology, compliance and other cogp®functions. General and administrative expeaksssinclude professional services fees,
travel and entertainment expenses and an allocafitacility and depreciation costs.

97




Table of Contents

Bridgepoint Education, Inc.
Notes to Annual Consolidated Financial StatementsZontinued)
2. Summary of Significant Accounting Policies (Corihued)
Earnings Per Share

Basic earnings per common share is cakdlby dividing net income available to common shaélers by the weighted average number
of common shares outstanding for the period. Diligarnings per common share is calculated by digidet income available to common
stockholders by the sum of (i) weighted average lmemof common and (ii) potentially dilutive secie# outstanding during the period, if the
effect is dilutive. The numerator of diluted eagsrper share is calculated by starting with incaffezated to common shares and adding back
income attributable to shares of redeemable coimereferred stock to the extent such sharesliutve. Potential common shares consis
incremental shares of common stock issuable uppexbrcise of the stock options and warrants and apnversion of preferred stock.

Segment Informatior

The Company operates in one reportable eagas a single educational delivery operationguaicore infrastructure that serves the
curriculum and educational delivery needs of btgltampusased and online students regardless of geograpleyCompany's chief operati
decision maker, its CEO and President, manageSahgany's operations as a whole, and no revenpeneg or operating income informat
is evaluated by the chief operating decision makeany component level.

Recent Accounting Pronouncemen

In July 2010, the FASB issued ASU 2010+2Bich amends ASC Topic 31BReceivableshy requiring more robust and disaggregated
disclosure about the credit quality of an entityans and its allowance for loan losses. Thesedisglosures will significantly expand the
existing requirements and are focused on provithi@mgsparency regarding an entity's exposure tatdesges. This update is effective for
interim and annual reporting periods ending onfarddecember 15, 2010. The Company adopted ASW0-20for the year ended
December 31, 2010, and the adoption did not hawatarial impact on its consolidated financial staats.

3. Accounts Receivable, Net
Accounts receivable, net, consists of tiefing (in thousands):

As of December 31,

2010 2009
Accounts receivabl $ 86,50t $ 59,40:
Less allowance for doubtful accoul (28,090 (16,17))

Accounts receivable, n $ 58,41t $ 43,23
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4. Prepaid Expenses and Other Current Assets

Bridgepoint Education, Inc.

Prepaid expenses and other current agsetsist of the following (in thousands):

Prepaid expenst
Prepaid license
Prepaid Income ta
Prepaid insuranc
Other current asse

As of December 31,

2010 2009
$ 4,730 $ 2,72¢
1,08( 3,58¢
3,52¢ —
99¢ 1,64¢
2,31¢ 1,62¢

Total prepaid and other current ass $ 12,65( $ 9,581

5. Property and Equipment, Net

Property and equipment, net, consist oféllewing (in thousands):

Land

Buildings

Furniture, office equipmen

Leasehold improvemen

Vehicles

Total depreciable property
equipmen

Less accumulated depreci
amortization

Property and equipment, r

Depreciation and amortization expense aatstw

6. Accrued Liabilities

Accrued liabilities consist of the follovgr{in thous

As of December 31

2010 2009
$ 7,091 $ 2,86/
13,88¢ 8,61(

t and softwe 47,60( 34,51(
16,09¢ 11,61°¢
53 66

and
84,72¢ 57,66¢

ation ¢
(18,187 (20,309
$ 66,54. $ 47,36

ith property and equipment, including assetder capital lease, totaled $8.3 million,
$5.7 million and $2.5 million for the years endedcember 31, 2010, 2009 and 2008, respectively.

ands):

As of December 31,

2010 2009
Accrued salaries and wag $ 10,457 $ 7,95:¢
Accrued bonu: 5,06¢ 4,46¢
Accrued vacatiol 4,962 2,54¢
Accrued expense 14,407 8,23¢
Accrued income taxes payalt — 1,37

Total accrued liabilitie:

$ 34,89 $ 24,57¢
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7. Notes Payable and Long-Term Debt

On January 29, 2010, the Company entettedai$50 million revolving line of credit with Comiea Bank ("Comerica") pursuant to a
Credit Agreement, Revolving Credit Note and Segukigreement (collectively, the "Loan Documents'hdér the Loan Documents, Comer
has agreed to make loans to the Company and isgaeslof credit on the Company's behalf, subthé¢ terms and conditions of the Loan
Documents. Amounts subject to letters of crediteéssunder the Loan Documents are treated as liorisabn available borrowings under the
line of credit. Interest is paid monthly under time of credit, and principal is paid on the matyidate of the line of credit. The line of credit
has a two-year term and matures on January 29, Ate2est accrues on amounts outstanding unddinthef credit, at the Company's option,
at either (1) Comerica's prime reference rate 8%.0r (2) one month, two month or three month LIBOR.25%. As security for the
performance of the Company's obligations undet tv&n Documents, the Company granted Comerica tafiigrity security interest in
substantially all of the Company's assets, inclgdtis real property.

The Loan Documents contain financial covesaequiring the Company's educational institigitmmaintain Title IV eligibility (see
Note 15, "Regulatory") as well as the Company'snteaiance of specified adjusted quick ratios, mimmprofitability, minimum cash balanc
and U.S. Department of Education ("Department‘aficial responsibility composite scores. The LoasuPeents contain other customary
affirmative and negative covenants (including ceshtrols, financial reporting covenants and prdafobs on acquisitions, dividends, stock
redemptions and other cash expenditures over dfiggeamount without Comerica's reasonable consegpyesentations and warranties and
events of default (including the occurrence of atenial adverse effect,” as defined in the Loanuboeents). The Company was in compliance
with all financial covenants in the Loan Documessof December 31, 2010 and 2009.

As of December 31, 2010, the Company ulsedvailability under the line of credit to isse#érs of credit aggregating $2.4 million.
Amounts subject to letters of credit issued unterline of credit decreased by $4.8 million fromcBber 31, 2009. In August 2010, the
Department notified the Company that Ashford Unsitgrwas released from the requirement to postterlef credit in the amount of
$5.0 million. The Company had no borrowings outdiag under the line of credit as of December 31,20

As part of its normal business operatitins,Company is required to provide surety bond=eitain states in which the Company does
business. In May 2009, the Company entered intoety bond facility with an insurance company toyide such bonds when applicable. As
of December 31, 2010, the total available suretydbfacility was $5.0 million and the Company haslisd surety bonds totaling $1.3 million.

8. Lease Obligations
Operating leases

The Company leases certain office facgitad office equipment under non-cancelable leasegements that expire at various dates
through 2020. The office leases contain certaiewah options. Rent expense under non-cancelablatipg lease arrangements is accounted
for on a straight-line basis and totaled $27.2iamll $20.6 million and $6.1 million for the yeansded December 31, 2010, 2009 and 2008,
respectively.
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8. Lease Obligations (Continued)

The following table summarizes the futur@imum rental payments under non-cancelable opgydtiase arrangements in effect at
December 31, 2010 (in thousands):

Year Ending December 31

2011 $ 24,98¢
2012 25,31
2013 33,87¢
2014 35,24
2015 35,59¢
Thereaftel 174,63
Total minimum payment $ 329,65:

Subsequent to year end, in February 20&lemtered into a lease for office space in a gldth Denver, Colorado. We intend to use the
new space primarily for administrative offices, riieg rooms and online support services. The intgain of the lease is 10 years and is
estimated to commence in August 2011. The montagebrent over the initial term of the lease ina@edsom $0.4 million during the first year
to $0.5 million during the tenth year. The totalamt of base rent payments over the initial terrtheflease is $43.4 million. This additional
lease is not included in the table above.

9. Earnings Per Share

Basic earnings per common share is cakdlby dividing net income available to common stmd#lers by the weighted average number
of common shares outstanding for the period. Itageprior periods, the Company calculated basiniegs per common share using the two-
class method. Under the two-class method, net irdsrallocated between common shares and othécipating securities based on their
participating rights.

Diluted earnings per common share is catedl by dividing net income available to commortkbolders by the sum of (i) the weighted
average number of common shares outstanding fqgehied and (ii) potentially dilutive securitieststanding during the period, if the effect is
dilutive. Potentially dilutive securities may inde options, warrants and shares of redeemable ddrgereferred stock. The numerator of
diluted earnings per common share is calculatestdnging with income allocated to common sharesafding back income attributable to
shares of redeemable convertible preferred stothet@xtent such an adjustment would be dilutieRtially dilutive common shares for the
year ended December 31, 2010, consisted of incredingmares of common stock issuable upon the eseeafioptions and warrants. Potenti
dilutive common shares for the years ended DeceBthe2009 and 2008, consisted of incremental skifresmmon stock issuable (i) upon
exercise of options and warrants and (ii) uponcthreversion of shares of redeemable convertibleepred stock through the closing of the
Company's initial public offering.
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9. Earnings Per Share (Continued)

The following table sets forth the compiatatof the basic and diluted earnings per commamesfor the periods indicated (in thousands,
except per share data):

Year Ended December 31

2010 2009 2008
Numerator:
Net income $ 127,58( $ 47,10¢ $ 26,43:
Effect of accretion o
preferred dividend — (645) (2,006

Net income available t
common stockholdet $ 127,58( $ 46,46( $ 24,42¢

Denominator
Weighted average commi

shares outstandir 53,72¢ 39,34¢ 3,33t
Effect of dilutive option: 5,581 5,11¢ 3,28:
Effect of dilutive warrant: 32¢ 712 1,13¢

Diluted weighted average
common shares

outstanding 59,63: 45,18 7,75
Earnings per common sha

Basic $ 237 $ 08 $ 0.3¢
Diluted $ 214 $ 074 $ 0.1¢

The computation of dilutive common sharatstanding excludes the following securities:
€) Redeemable convertible preferred stock:

For the periods indicated, the computatibdilutive common shares outstanding excludestremon shares that were issuable upon the
optional conversion of the redeemable convertilbddgred stock (including any common shares thatwssuable, at the election of the holi
in payment of the accreted value of the redeemainigertible preferred stock) because the effeetpplying the if-converted method would be
anti-dilutive.

Year Ended December 31

(in thousands) 2010 2009 2008
Redeemable convertible prefern
stock — 15,37 60,44¢

(b) Options and warrant:

For the periods indicated, the computatibdilutive common shares outstanding excludesagertock options and warrants to purchase
shares of common stock for the periods indicatexdbse their effect was anti-dilutive.

Year Ended December 31,

(in thousands) 2010 2009 2008
Options 54¢ 11 —
Warrants — — 39
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9. Earnings Per Share (Continued)

The Company calculated basic earnings gemeon share using the two-class method to reftecparticipation rights of each class and
series of stock. Basic net income is computed donrmon stock outstanding during the period by dividnet income allocated to the
participation rights of each class by the weigldedrage number of common shares outstanding dtirengeriod.

The following presents the net income ated to each class of capital stock in the calmradf basic earnings per common share for the
years ended December 31, 2010, 2009 and 2008dirsémds)

December 31, 2010

Weighted Avg Income
Shares Allocation
Common stocl 53,72¢ $ 127,58
Redeemable convertible preferred
stock — —
Total $ 127,58(
December 31, 2009
Weighted Avg Income
Shares Allocation
Common stocl 39,34¢ $ 33,40¢
Redeemable convertible preferred
stock 15,37: 13,05:
Total $ 46,46(
December 31, 2008
Weighted Avg Income
Shares Allocation
Common stocl 3,33 $ 1,27¢
Redeemable convertible prefer
stock 60,44¢ 23,14¢
Total $ 24,42

The numerator of diluted earnings per comsivare equals the numerator of basic earningsgmemon share plus an adjustment for
income attributable to the participation rights@fleemable convertible preferred stock, to thergxgech an adjustment would be dilutive.

For the periods presented, the numeratatifoted earnings per share was not adjusted flenbasic earnings per share calculation fo
impact of redeemable convertible preferred stodahse all potential common shares of redeemableectivle preferred stock were anti-
dilutive.

The denominator of diluted earnings per camn share includes the incremental potential comsiames issuable upon the following
events, to the extent the effect was dilutive:

0] Exercise of stock options and warrar
(i) Through the closing of the Company's initial pulgitering, the optional conversion of all outstamgishares of redeemat

convertible preferred stock, with each share oéesdable convertible preferred stock being convented2.265380093 shares
of common stock; and
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(i)  Through the closing of the Company's initial puldftering, the issuance of shares of common sto¢kiavalue in payment ¢
the accreted value of the redeemable convertildfeped stock to the holders of redeemable corblertireferred stock.

10. Redeemable Convertible Preferred Stock

The following discussion reflects the terofishe redeemable convertible preferred stockas#t in the Company's Fourth Amended and
Restated Certificate of Incorporation which wasdilith the Delaware Secretary of State on July2295. All shares of redeemable
convertible preferred stock (Series A Convertibdeféred Stock) were optionally converted into cosnnstock immediately prior to the
closing of the Company's initial public offering awpril 20, 2009, on which date the Company filediwthe Delaware Secretary of State its
Fifth Amended and Restated Certificate of Incorfiorawhich eliminated the redeemable convertiblefgnred stock, among other things.

The redeemable convertible preferred staoked senior to all common stock. The holderedéemable convertible preferred stock were
not entitled to any dividends except if the Compédaglared, set aside or paid any dividend on tinencon stock (other than dividends payable
solely in additional shares of common stock), irichitcase holders of the redeemable convertiblemed stock could participate in any such
dividends on a per share as-converted basis. Suictedds were payable when and as declared by dnep@ny's board of directors. No
preferred stock dividends were declared duringydees ended December 31, 2010, 2009 and 2008 P3efeired Dividends" below for
payments upon liquidation, dissolution or windingaf the Company and payments upon optional coiuers

Optional Conversion Feature

Each issued and outstanding share of redelenconvertible preferred stock was entitled tmmber of votes equal to the number of
shares of common stock into which it convertibléghwespect to matters presented to the stockhotderee Company for their action or
consideration.

Each share of redeemable convertible pedestock was convertible, at the option of thedbplat any time, into 2.265380093 shares of
common stock. As of December 31, 2010 and 200%e tivere no outstanding shares of redeemable cableepreferred stock.

Upon an optional conversion, the holder emistled to receive shares of common stock asidssd above and also the payments
discussed below under "Preferred Dividend&yments upon optional conversion.” The right eftiblders of redeemable convertible prefe
stock to elect to receive both shares of commorkstad the accreted value under the optional caitvefeature resulted in fair value in exc
of the invested amount, which resulted in a berafaonversion feature to such holders. This befm@fconversion feature was recorded as a
‘deemed dividend' on the date of the issuanceeofdtieemable convertible preferred stock becawse thias no stated redemption date
(maturity date) and the optional conversion featuas immediately exercisable. This beneficial cosiom feature was measured as the excess
of the fair value of the common shares into whieh $hares of redeemable convertible preferred steck convertible over the accounting
conversion price. The Company has not issued awyshares of redeemable convertible preferred ssowe 2005. Prior to 2006, the
Company recorded $14.1 million of deemed dividemadisted to the beneficial conversion feature asdediwith redeemable convertible
preferred stock.
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10. Redeemable Convertible Preferred Stock (Contired)
Preferred Dividend:
€) Payments upon liquidation, dissolution or windirgaf the Company

Upon any voluntary or involuntary liquidari, dissolution or winding up of the Company, tioddiers of redeemable convertible preferred
stock were entitled to receive an amount equdtécsum of (i) the "accreted value" of the sharegdéemable convertible preferred stock plus
(i) any dividends declared but unpaid on the shaferedeemable convertible preferred stock. The taccreted value" was defined as an
amount equal to the sum of (i) the "stated valoe'af share of redeemable convertible preferreckgibics (i) 8% per year of the stated value,
compounding annually and commencing on the daigsafince of such share. The term "stated value'thefised as $1.00 per share, subje:
appropriate adjustment in the event of any stoelddind, stock split, stock distribution or combipatwith respect to the redeemable
convertible preferred stock. The amount by whidhdbcreted value exceeded the stated value fostaarg of redeemable convertible prefe
stock was referred to as the "accreted dividend$fich share. At the option of the holder, the etect value could have been paid in cash or
shares of common stock valued at current fair marikeie.

With respect to the payment of amounts idlesd in the preceding paragraph, each of theviotig events was deemed to be a "liquida
dissolution or winding up" of the Company: (i) tbensolidation with or into another corporation ihieh the stockholders of record of the
Company owned less than 50% of the voting secariiehe surviving corporation; (i) the sale obstantially all the assets of the Company;
(iii) the sale of securities of the Company repngisg) more than 50% of the voting securities (othan a qualified public offering); and (iv) a
sale to Warburg Pincus or their successors or @ssig

(b) Payments upon optional conversion:

Upon an optional conversion of shares déegnable convertible preferred stock, the holdeuch shares was entitled to receive (in
addition to the common stock acquirable upon caigarof such shares) an amount equal to (i) thesgexd value of such shares plus (ii) any
dividends declared but unpaid on such shares.edbfition of the holder, the accreted value coulcgeHzeen paid in cash or shares of common
stock valued at current fair market value.

On April 20, 2009, the Company used thecpeals from its initial public offering to pay thecaeted value (carrying value) of the
redeemable convertible preferred stock in conneatiith the optional conversion of all shares ofaethable convertible preferred stock into
common stock and the election by all holders oéesdable convertible preferred stock to receivegpthgnent of the accreted value of the
redeemable convertible preferred stock in caskah case as of the closing of the offering. Tleeded value at the time of payment was
$27.7 million, of which $7.9 million was accretedidends.

11. Stock-Based Compensation

The Company grants stock options from @82Stock Incentive Plan ("2009 Plan™"). The compéna committee of the Company's bo
of directors determines eligibility, vesting schkrtuand exercise prices for awards granted unée2@h9 Plan. Options granted under the 2009
plan typically have a maximum contractual term @fygars, subject to continuing service to the Camipa
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11. Stock-Based Compensation (Continued)

Options are generally granted with a four yearingstequirement, under which the option holder nmastain employed with the Company at
each vesting period. All options granted in 2018 2609 were pursuant to the 2009 Plan. Under tB8 2lan, the number of authorized sh:
is subject to automatic increase, without the rfee€urther approval by the Company's board of cives and stockholders each January 1
through and including January 1, 2019.

Before the adoption of the 2009 Plan, tbenBany awarded options pursuant to the Companysniled and Restated 2005 Stock
Incentive Plan (2005 Plan"). Effective upon thesihg of the Company's initial public offering, tR@05 Plan was terminated and no further
options may be issued under that plan, providetahaptions then outstanding under the 2005 Rldircontinue to remain outstanding
pursuant to the terms of the 2005 Plan and appécabard agreements.

The following table presents a summaryhefdtock option activity in 2009 and 2010 (in themuds, except for exercise prices and
contractual terms):

Weighted-
Average
Weighted- Remaining
Average Contractual
Options Exercise Term Aggregate
Outstanding Price (in years) Intrinsic Value
Balance at December 31, 20 882t $§ 0.37
Granted 2814 $ 10.6¢
Exercisec (946) $ 0.3€
Forfeitures (12) $ 4.3t
Balance at December 31, 20 10,57 $ 3.0€ 6.84 $ 126,59(
Granted 1,051 $ 19.2¢
Exercisec (1,18)) $ 0.8¢
Forfeitures (248) $ 12.%
Balance at December 31, 20 10,19t $ 4.7¢ 547 $ 147,54!
Vested and expected to vest at
December 31, 201 10,09 $ 4.6¢€ 544 $ 146,96:
Exercisable at December 31, 2( 7572 % 1.9z 43¢ $ 129,27:

The Company recorded $7.9 million, $35.9iom and $1.8 million of compensation expenseteao stock options and any
modifications of stock options for the years enBetember 31, 2010, 2009 and 2008, respectivelyrdlaged income tax benefit was
$3.1 million, $14.2 million and $0.7 million forehyears ended December 31, 2010, 2009 and 20@&cteely.

As of December 31, 2010, there was $9.6anibf unrecognized compensation costs relatethte vested options. As of December 31,
2010, there was $33,000 of unrecognized compemsatists related to performance vested options.

The Company records stock-based compemsatipense over the vesting term using the gradstirgemethod. At December 31, 2010,
the unrecognized compensation costs of stock-basadds are expected to be recognized over a weligivierage period of 1.4 years.
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11. Stock-Based Compensation (Continued)

The Company has reserved 13.8 million shafeommon stock for issuance upon the exercistoak options (including outstanding
stock options) under the Company's equity incerpiie@s as of December 31, 2010. Shares issueddption exercises are drawn from the
authorized but unissued shares of common stockntine year ended December 31, 2010, 1.2 milliooksoptions were exercised, with an
intrinsic value of $18.2 million. The actual taxiedit realized from these exercises was $7.1 millBuring the year ended December 31, 2
0.9 million stock options were exercised, with afrinsic value of $14.7 million. During the yearde December 31, 2008, no stock options
were exercised. During the year ended Decembe2(®IN), approximately 4,000 stock options expired.

The fair value of each option award gramtedng the years ended December 31, 2010, 2002608l was estimated on the date of grant
using the Black-Scholes option pricing model. Tlempany's determination of the fair value of shaased awards is affected by the
Company's common stock price as well as assumptegesding a number of complex and subjective béeg Below is a summary of the
assumptions used for the options granted in thesyiedicated:

2010 2009 2008
Weighted average exercise price |

share $ 19.2¢ $ 10.6¢ $ —
Risk-free interest rat 2.3% 1.9% —
Expected dividend yiel — — —
Expected volatility 45.7%  48.(% —
Expected life (in years 6.1¢ 6.2 —
Forfeiture rate 3.C% 3.% 3.C%
Weighted average grant date fair

value per shar $ 88 $ 514£ § —

The risk-free interest rate is based orctiveently available rate on a U.S. Treasury zergpon issue with a remaining term equal to the
expected term of the option converted into a camtirsly compounded rate. Based on the lack of sefficistorical data regarding the
volatility of the Company's stock price, expectedatility is based on the volatility of publiclyaded securities of a peer group of comparable
companies in the Company's industry. In evaluatmgparability, the Company considered factors sicmdustry, stage of life cycle and si
Based on the lack of historical data, the expeliteaf the Company's options is calculated usimg simplified method, which is the mid-point
between the vesting term of the options and théraotual term. The dividend yield reflects the fdett the Company has never declared or
paid any cash dividends on its common stock and doecurrently anticipate paying cash dividendhanfuture.

Acceleration of Exit Options

On March 28, 2009, the Company's boardrefctbrs amended the exit vested options ("exiioost) for certain members of the
Company's management team (10 individuals) to adatditional vesting condition so that the numtdest@ares underlying the options that
would not have vested upon the closing of the Campganitial public offering, under the originakies of the options, would vest in full upon
the closing of such offering. This additional vagtcondition constituted a modification. Accordingio the extent the exit option vested under
the original vesting conditions, the original grdate fair value was recorded on the vesting daté;to the extent each exit option vested u
the additional vesting condition, the modificatidate fair value was recorded on the vesting date.
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The compensation expense that was recdodele exit options during the second quarter@@2was $30.4 million in the aggregate
($0.1 million related to the portion of the exittimms vesting under the original vesting conditiamsl $30.3 million related to the portion of the
exit options vesting under the additional vestingdition), which was based upon the sale by WarBimgus of 20.8% of its ownership of the
Company's common stock (as-converted) in the Cogipanitial public offering. The incremental compation cost resulting from the
modification was $30.0 million. The compensatiop@&xse was calculated using the Black-Scholes optieing model, including a fair value
of common stock of $14.91, an exercise price dfegi$0.07 or $0.13 based on the respective extrmptan estimated life of three years, a
dividend yield, volatility of 65% and a risk freetérest rate of 1.28%. This compensation expensa&mrded in accordance with where the
related optionee's regular compensation is recorded

12. Warrants

The Company has issued warrants to purat@®enon stock to various employees, consultarsnsiors and lenders. Each warrant
represents the right to purchase one share of constock. No warrants were issued during the yede@émecember 31, 2010 or 2009.

During the year ended December 31, 200pfllion warrants to purchase shares of commookstzere exercised. As of December 31,
2010 and 2009, all outstanding warrants were esabte. The following table summarizes informatidthwespect to all warrants outstanding
as of December 31, 2010 and 2009 (in thousandspérxercise prices):

December 31 December 31 Expiration

Exercise Price 2010 2009 Date
$1.125 51 75 2013
$2.250 87 14C 201z
$2.835 172 172 201z
$2.925 19 19 201z
$4.500 — 167 2013
$9.000 6 39 201z
Total 33E 612

13. Share Repurchase Program

On July 30, 2010, the Company's board i@fatiors authorized the repurchase of up to $60ldbmof the Company's outstanding shares
of common stock over the following 12 months. Untlher share repurchase program, which was annowrcédigust 3, 2010, the Company
may purchase shares from time to time in the oparket, through block trades or otherwise.

During the year ended December 31, 20E0Cihimpany repurchased 3.0 million shares of comstack at a weighted average purchase
price of $14.05 per share, for a total cost of 344illion. Approximately $17.8 million remains auwttized and available under the repurchase
program. The Company may suspend the repurchageapnat any time.
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The Company uses the asset and liabilitthoteto account for taxes. Under this method, defeincome tax assets and liabilities result
from temporary differences between the tax bas@seéts and liabilities and their reported amoimtise financial statements that will result in
tax and deductions in future years.

The components of income tax expense afallasis (in thousands):

Year Ended December 31,

2010 2009 2008

Current:

Federal $ 76,64¢ $ 38,77 $ 9,831

State 18,91¢ 8,782 2,892
95,56¢ 47 55 12,72¢

Deferred:

Federal (5,48%) (9,537) (4,292)

State 11¢ (2,886 (2,366
(5,36€) (12,419 (5,65¢)

Total $ 90,19¢ $ 35,13 $ 7,071

Deferred tax assets and liabilities are mased of the following (in thousands):

As of December 31,

2010 2009
Deferred tax asset
Net operating los $ 78 $ 811
Fixed asset 13¢ 61
Bad debi 88¢ 76¢
Vacation accruz 1,36¢ 1,01¢
Stock-based compensati 15,85¢ 14,09¢
Deferred ren 4,03¢ 2,72
State ta 5,671 2,42¢
Tax credits — 7
Other 964 34k
Total deferred tax asse 29,707 22,26:
Valuation allowanct —
Net deferred tax asse 29,707 22,26:
Deferred tax liabilities
Fixed assets and intangibl (6,827 (4,745
Total net deferred tax asst $ 22,88: $ 17,51¢
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Deferred taxes are reflected in the balaheet as follows (in thousands):

As of December 31,

2010 2009

Current deferred tax asst $ 7,03¢ $ 4,027
Current deferred tax liabilitie — —
Noncurrent deferred tax ass 15,84¢ 13,49:
Noncurrent deferred tax liabilitie — —
Total $ 22,88 $ 17,51¢

The Company periodically assesses theiltiaetl that it will be able to recover its defertad assets. The Company considers all available
evidence, both positive and negative, includingadnisal levels of income, expectations and risksoagted with estimates of future taxable
income and ongoing prudent and feasible profitseBaon our history of earnings, we have conclutetlit is more likely than not that we will
fully utilize our deferred tax assets. Accordinglye have not provided any valuation allowance agjaar deferred tax assets.

At December 31, 2010, the Company had fddet operating loss carry forwards of $0.9 millemd state net operating loss carry
forwards of $8.4 million, which are available tdseft future taxable income. The federal net opegdtss carry forwards will begin to expire
2022. The state net operating loss carry forwaritldegin to expire in 2019. Pursuant to Internald@ Section 382, use of the net operating
loss carryforwards may be limited if a cumulativenge in ownership of more than 50% occurs withiree-year period. The Company has
performed a Section 382 analysis through Decembge2@®L0, and has determined that there is no rahtffect on the net operating loss
carryforwards.

A reconciliation of the income tax expensenputed using the U.S. federal statutory tax @a85% and the Company's provision for
income taxes follows (in thousands):

Year Ended December 31

2010 2009 2008
Computed expected federal 1

expense $ 76,220 $ 28,78« $ 11,72t
State taxes, net of fede!

benefit 10,23¢ 3,117 1,441
Permanent difference 33t 43¢ 121
Uncertain tax position 3,401 2,66( 362
Other 2 13¢ 15C
Valuation allowanct — — (6,72¢)
Income tax expens $ 90,19¢ $ 3513t $ 7,071

The Company evaluates and accounts forrtaiodax positions using a two-step approach. Beition (step one) occurs when the
Company concludes that a tax position, based solelys technical merits, is more-likely-than-notie sustained upon examination.
Measurement (step two) determines the amount aéfliehat is greater than 50% likely to be realizgubn ultimate settlement with the taxing
authority that has full knowledge of all relevamtormation. Derecognition
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of a tax position that was previously recognizedildaccur when the Company subsequently deterniregsa tax position no longer meets
more-likely-than-not threshold of being sustained.

The accrual for uncertain tax positions gsult in a difference between the estimated liereeforded in the Company's financial
statements and the benefit taken or expected takes in the Company's income tax returns. Thigdifice is generally referred to as an
"unrecognized tax benefit."

The Company has analyzed filing positionall of the federal and state jurisdictions whieie required to file income tax returns, as well
as all open tax years in these jurisdictions.

A reconciliation of the beginning and erglamount of unrecognized tax benefits is as follGwshousands):

Unrecognized tax benefits at December 31, 2 2,74
Gross increas—tax positions in prior perio —
Gross decreas—tax positions in prior perio (2,219
Gross increas—current period tax positior 3,24%
Settlement: —
Lapse of statute of limitatior —

Unrecognized tax benefits at December 31, 2 3,77:
Gross increas—tax positions in prior perio 10¢
Gross decreas—tax positions in prior perio —
Gross increas—current period tax positior 4,17¢
Settlement: —
Lapse of statute of limitatior —

Unrecognized tax benefits at December 31, 2 $ 8,05i

Included in the amount of unrecognizediarefits at December 31, 2010, 2009 and 2008,.&m@8lion, $3.0 million, and $0.3 million,
respectively, of tax benefits that, if recognizetuld affect the Company's effective tax rate. Atsduded in the balance of unrecognized tax
benefits at December 31, 2010, is $2.3 millionaof benefits that, if recognized, would result ijuatiments to other tax accounts, primarily
deferred tax assets.

The Company recognizes interest and pesalélated to uncertain tax positions in incomeetgpense. As of December 31, 2010, 2009
and 2008, the Company had approximately $1.5 millg9.2 million and $0.2 million, respectively, afcrued interest, before any tax benefit,
related to uncertain tax positions.

The tax years 2002-2010 are open to exaimimy major taxing jurisdictions to which the Cpamy is subject. The Company does not
expect significant increases or decreases in ugreped tax benefits for uncertain positions takeprievious years within the next twelve
months.

The Company's continuing practice is taggtze interest and penalties related to incomertatters in income tax expense.
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The Internal Revenue Service commencedidit af the Company's 2008 federal income tax relaNovember 2010. The Company
expects the audit to close during the second quait2011 and does not expect any significant adjests resulting from the close of the au

15. Regulatory

The Company is subject to extensive regridty federal and state governmental agencieseactditing bodies. In particular, the Higl
Education Act of 1965 ("Higher Education Act") atie regulations promulgated thereunder by the Dejart subject the Company to
significant regulatory scrutiny on the basis of muous standards that schools must satisfy in dodearticipate in the various federal student
financial assistance programs under Title IV oflitigher Education Act.

To participate in Title IV programs, antifigion must be authorized to offer its progranmignstruction by the relevant agency of the state
in which it is physically located, accredited byauctrediting agency recognized by the Departmethicartified as eligible by the Department.
The Department will certify an institution to paipate in Title IV programs only after the institut has demonstrated compliance with the
Higher Education Act and the Department's extensdgelations regarding institutional eligibility nAnstitution must also demonstrate its
compliance to the Department on an ongoing basiofMecember 31, 2010, management believes thep&uwyris in compliance with
applicable Department regulations in all matersipects.

The Higher Education Act requires accreditagencies to review many aspects of an institistioperations in order to ensure that the
education offered is of sufficiently high quality &chieve satisfactory outcomes and that the inistit is complying with accrediting standards.
Failure to demonstrate compliance with accredistagdards may result in the imposition of probattbe requirements to provide periodic
reports, the loss of accreditation or other peeslifi deficiencies are not remediated.

Because the Company operates in a higlgiylaged industry, it, like other industry particifig, may be subject from time to time to aut
investigations, claims of noncompliance or lawsbitggovernmental agencies or third parties, whitdgae statutory violations, regulatory
infractions or common law causes of action.

Cohort Default Rate

For each federal fiscal year, the Departroaltulates a rate of student defaults for eacltatibnal institution which is known as a "cof
default rate." An institution may lose its eligibjlto participate in the Direct Loan, FFEL andIRebgrams if, for each of the three most recent
federal fiscal years for which information is aedile, 25% or more of its students who became sutgecrepayment obligation in that federal
fiscal year defaulted on such obligation by the ehthe following federal fiscal year. In additicaw) institution may lose its eligibility to
participate in the Direct Loan and FFEL programissitohort default rate exceeds 40% in the masgnefederal fiscal year for which default
rates have been calculated by the Department. Aghfoiversity's cohort default rates for the 20B807 and 2006 federal fiscal years, were
13.3%, 13.3% and 4.1%, respectively. The cohouléfates for the University of the Rockies foe 2008, 2007 and 2006 federal fiscal ye
were 2.5%, 0.0% and 0.0%, respectively.
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Financial Responsibility

The Department calculates an institutioni:posite score for financial responsibility basedts (i) equity ratio, which measures the
institution's capital resources, ability to borrand financial viability; (ii) primary reserve ratiwhich measures the institution's ability to
support current operations from expendable ressues® (iii) net income ratio, which measures tigtiiution's ability to operate at a profit.
institution that does not meet the Department'srmim composite score may demonstrate its finameigbonsibility by posting a letter of
credit in favor of the Department and possibly atiog other conditions on its participation in thidde IV programs.

In the third quarter of 2010, consisterttmthe Company's internal calculations, the Depantnmotified the Company that Ashford
University received a composite score of 2.9 ferfiacal year ended December 31, 2009, and thaftiheersity of the Rockies received a
composite score of 1.8 for the fiscal year endedeb®er 31, 2009, in each case satisfying the coitepssore requirement of the Department's
financial responsibility test, which institutionaust satisfy in order to participate in Title IV grams.

The "90/10" Rule

Pursuant to a provision of the Higher EdiaraAct, as reauthorized in August 2008, a foofit institution loses its eligibility to partipate
in Title IV programs if the institution derives methan 90% of its revenue (calculated on a casis bmaccordance with applicable statutory
provisions and Department regulations) from Titfeflinds for two consecutive fiscal years, commegaiith the institution's first fiscal year
that ends after the new law's effective date ofusid4, 2008. This rule is commonly referred tahees"90/10 rule." Any institution that
violates the 90/10 rule becomes ineligible to jggptite in Title IV programs for at least two fisgalars. In addition, an institution whose rate
exceeds 90% for any single year will be placed mvipional certification and may be subject to otheforcement measures.

In May 2008, the Ensuring Continued AcdesStudent Loans Act ("ECASLA") increased the ano@n limits on federal unsubsidized
student loans by $2,000 for the majority of the @amy's students enrolled in associates and bashddgree programs, and also increased the
aggregate loan limits (over the course of a stuglealcation) on total federal student loans fotad® students. This increase in student loan
limits, together with increases in Pell grants, imeseased the amount of Title IV program fundsdusg students to satisfy tuition, fees and
other costs, which has increased the proportidchefCompany's revenue deemed to be from Title Bgr@ams. The Higher Education
Opportunity Act provides temporary relief from tingpact of these loan limit increases by allowing amounts received between July 1, 2008
and July 1, 2011 that are attributable to the imseel annual loan limits to be excluded from th&®@ule calculation. The implementing
regulations for this temporary relief and othereadp of the 90/10 rule were published in final famOctober 29, 2009. The effective date of
the new regulations was July 1, 2010. Ashford Ursiitg has not elected to exclude amounts attridatibthe increased annual loan limits
from its 90/10 calculation.
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For the years ended December 31, 2010, 2662008, Ashford University derived 85.0%, 85.8&86 86.8%, respectively, and the
University of the Rockies derived 85.9%, 84.6% 8AdB%, respectively, of their respective revenwadc(dated on a cash basis in accordance
with applicable statutory provisions and Departnregulations) from Title 1V funds.

Return of Title IV Funds

An institution participating in Title IV pgrams must correctly calculate the amount of ureghiTitle IV program funds that have been
disbursed to students who withdraw from their etioocal programs before completion and must rethasé unearned funds in a timely
manner, generally within 45 days of the date thmetdetermines that the student has withdrawn.eddepartment regulations, failure to
make timely returns of Title IV program funds f&¥5r more of students sampled on the institutiantsual compliance audit in either of its
two most recently completed fiscal years can raauhe institution having to post a letter of dted an amount equal to 25% of its required
Title IV returns during its most recently complefistal year. If unearned funds are not properlgwated and returned in a timely manner, an
institution is also subject to monetary liabiliti@san action to impose a fine or to limit, suspenterminate its participation in Title IV
programs. For the years ended December 31, 2002G08] the Company's institutions did not exceed¥ threshold for late refunds
sampled.

16. Related Party Transactions
Director Agreemen

Ryan Craig, a director of the Company, ergeénto an agreement with Warburg Pincus in Au@d§¥4 to serve on the Company's boar
directors and to serve as a consultant in 200BgCompany on behalf of Warburg Pincus. Underagigement, Mr. Craig was to receive a
portion of the proceeds from Warburg Pincus upéiguadity event in an amount to be determined basegroceeds to Warburg Pincus from
their holdings of the Company's common and prefesteck. This agreement was superseded by a nawgament in December 2008 under
which Mr. Craig received 112,076 shares of the Camy{s common stock from Warburg Pincus in Janu@f®2Under the new arrangement,
Mr. Craig will receive no further cash payment upoliguidity event. Because the consideration todoeived by Mr. Craig is based on the fair
value of the Company's stock and was earned byigingvservices to the Company, the Company hagyrézed the transaction as stock-based
compensation expense and a capital contributian fidarburg Pincus. The new arrangement in Decem@8 #/as accounted for as an
improbable-to-probable modification of vesting citimhs. The incremental stock-based compensatipemrse resulting from the modification,
based on the fair value of the Company's commarkstbDecember 31, 2008, was $1.6 million. As tivara was for past services, the stock-
based compensation expense was recorded at theftitne modification in December 2008.

November 2003 Loan from Warburg Pincus to the Comga CEO and Presider

In November 2003, Warburg Pincus loaned @J®to Andrew Clark the Company's CEO and Presibefinance Mr. Clark's purchase of
75,000 shares of redeemable convertible prefetoedk $rom the Company. In connection with such |ddn. Clark entered into a Secured
Recourse Promissory Note and Pledge AgreementWatiburg Pincus which provided that the principabaimt
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due under the note would accrue simple intereatrate of 8% per year until November 26, 2005 ntla¢urity date, after which time interest
would accrue at a penalty rate of 16% per year,pmumded monthly. The loan was secured by 75,00 sl Series A Convertible Preferred
Stock held by Mr. Clark. Mr. Clark repaid the laarfull on March 10, 2009, at which time the amodaoe under the note was $146,740
(including accrued interest of $71,740).

17. Retirement Plans

The Company maintains an employee savifagstpat qualifies as a deferred salary arrangemneaér Section 401(k) of the Internal
Revenue Code. Under the savings plan, particip&ingloyees may contribute a portion of their pregarnings up to the Internal Revenue
Service annual contribution limit. Additionally,elCompany may elect to make matching contributinttsthe savings plan at its sole
discretion. The Company's total expense relatede@01(k) plan was $1.2 million, $0.4 million a$®3,000 for the years ended December 31,
2010, 2009 and 2008, respectively.

18. Commitments and Contingencies

From time to time, the Company is a paotydrious lawsuits, claims and other legal proaegsithat arise in the ordinary course of
business. As of December 31, 2010, the Companynaa party, as plaintiff or defendant, to any lggaceedings which, individually or in
the aggregate, would be expected to have a mateh@rse effect on the Company's business, finbrwmalition, results of operations or cash
flows. When the Company becomes aware of a claipotential claim, it assesses the likelihood of g or exposure. If it is probable that a
loss will result and the amount of the loss camdasonably estimated, the Company records a bglili the loss. If the loss is not probable or
the amount of the loss cannot be reasonably estimtiie Company discloses the nature of the spet#fim if the likelihood of a potential loss
is reasonably possible and the amount involvedateral.

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

On January 21, 2011, Ashford Universityeieed a final audit report from the OIG regardihg tompliance audit commenced in May
2008 and covering the period July 1, 2006 througieB0, 2007. The audit covered Ashford Universiggiministration of Title IV program
funds, including compliance with regulations govegninstitutional and student eligibility, awardsdadisbursements of Title IV program
funds, verification of awards and returns of unedrfunds during that period, and its compensatfdimancial aid and recruiting personnel
during the period May 10, 2005 through June 3092@&e Note 22, "Subsequent Events—Receipt of Rindit Report from the OIG' for
additional information.

Rosendahl v. Bridgepoint Education, Inc. et

In January 2011, the Company received & obp complaint in a purported class action latvaaming the Company, Ashford University
and University of the Rockies as defendants. Tmeptaint was filed in the U.S. District Court foretfsouthern District of California on
January 11, 2011, and is captioned, Scott Rosermrahahl/eronica Clark v. Bridgepoint Education, Ireshford University and University of
the Rockies. The complaint generally alleges that@ompany and the other defendants
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engaged in improper, fraudulent and illegal behawidgheir efforts to recruit and retain studefitee Company believes the lawsuit is without
merit and intends to vigorously defend against it.

lowa Attorney General Civil Investigation of AshfdrUniversity

In February 2011, Ashford University reaavifrom the Attorney General ("Attorney Generalf'jlee State of lowa a Civil Investigative
Demand and Notice of Intent to Proceed ("CID") tiakato the Attorney General's investigation of Wies certain of the university's business
practices comply with lowa consumer laws. The Ctibtains no specific allegations of wrongdoing. RBarg to the CID, the Attorney General
has requested documents and detailed informatiotnéotime period January 1, 2008 to present. Ashfimiversity is evaluating the CID and
intends to comply with the Attorney General's resjue

Stevens v. Bridgepoint Education, In

In February 2011, the Company receivedpy @ a complaint in a purported class action latusaming the Company, Ashford
University, LLC, and certain employees as deferglarite complaint was filed in the Superior Courthaf State of California in San Diego on
February 17, 2011, and is captioned Stevens vgBpdint Education, Inc. The complaint generallggdis that the plaintiffs and similarly
situated employees were improperly denied certaigenand hour protections under California law. Toeenpany believes the lawsuit is
without merit and intends to vigorously defend agait.

19. Stockholder Dispute

In February 2009, certain holders of commstmtk and warrants to purchase common stock asgiseatious claims against the Company,
its directors and officers and Warburg Pincus réiggramendments to the Company's certificate ajriparation made in connection with
financings in 2005 and certain stock options graule the Company to its employees. The claimamisesented 90% of the holders of comt
stock and 59% of the shares of common stock sutgjegarrants outstanding, in each case as of Julg@05. In March 2009, the Company
reached a settlement with the claimants regardiage claims and recorded a total expense of $lillidmrelated to the settlement during the
three months ended March 31, 2009, of which $10lGmwas a noneash expense. After settling with the claimants,@lompany notified th
other holders of common stock and other holdemgasfants to purchase shares of common stock, im ease as of July 27, 2005, regarding
these claims, the settlement terms and their gltdiparticipate in the settlement. In April 2008e Company reached settlement with the
holders of 100% of the common stock and 100% ofttaes subject to warrants outstanding, in eash &s of July 27, 2005, at which time
Company ceased to be a potential obligor relatedealaims asserted by these security holderssé&tilement resulted in the issuance of an
aggregate of 710,097 shares of common stock, witheavalue of $10.6 million, and cash paymentaliog $433,000 which were paid in Ag
20009.

20. Concentration of Risk
Concentration of Revenue

In 2010, Ashford University derived 85.0¥#dahe University of the Rockies derived 85.9%hdit respective revenues (in each case
calculated on a cash basis in accordance with cgipé
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Department regulations) from Title IV programs. S&se 14, "Regulatory—The "90/10" Rule." Title IYqgrams are subject to political and
budgetary considerations and are subject to exterasid complex regulations. The Company's admatistr of these programs is periodically
reviewed by various regulatory agencies. Any retgujaviolation could be the basis for the initiatiof potentially adverse actions including a
suspension, limitation, or termination proceedingich could have a material adverse effect on thegany's enrollments, revenues and
results of operations.

Students obtain access to federal studieamdial aid through a Department prescribed appbtia and eligibility certification process.
Student financial aid funds are generally madelabks to students at prescribed intervals throughweir predetermined expected length of
study. Students typically apply the funds receifredh the federal financial aid programs first to/gleir tuition and fees. Any remaining funds
are distributed directly to the student.

Concentration of Credit Risk

The Company maintains its cash and casivaguats accounts in financial institutions. Acctaiat these institutions are insured by the
Federal Deposit Insurance Corporation (FDIC) u$260,000. The Company performs ongoing evaluatdrtisese institutions to limit its
concentrations risk exposure.

Concentration of Sources of Supply

The Company is dependent on a third pamyider for its online platform, which includesealning management system, which stores,
manages and delivers course content, enables essigmiploading, provides interactive communicatietween students and faculty and
supplies online assessment tools. The partial mpbete loss of this source may have a material @éveffect on the Company's enroliments,
revenues and results of operations.

21. Initial Public Offering

On April 20, 2009, the Company closediiigial public offering of common stock, in which Bomillion shares of common stock were
sold to the public at an offering price of $10.%0 phare. The offering included 3.5 million shasekl by the Company and 12.0 million shares
sold by selling stockholders. The net proceedbédgdompany from the offering were $28.1 milliorteafdeducting underwriting discounts and
commissions and offering expenses. The Companyitspdceeds from the offering primarily to pag thccreted value of the redeemable
convertible preferred stock ($27.7 million) upoe tptional conversion of all outstanding sharesedeemable convertible preferred stock into
44.7 million shares of common stock at the clogihthe offering.

22. Subsequent Events
Receipt of Final Audit Report from the OI(

On January 21, 2011, Ashford Universityeieed a final audit report from the OIG regardihg tompliance audit commenced in May
2008 and covering the period July 1, 2006 througie B0, 2007. The audit covered Ashford Universiggministration of Title IV program
funds, including compliance with regulations govegninstitutional and student eligibility, awardsdadisbursements of Title IV program
funds, verification of awards and returns of unedrfunds during that period, and its
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compensation of financial aid and recruiting perssrduring the period May 10, 2005 through June2B@9.

The final audit report contained audit fimgk, in each case for the period July 1, 2006utjhoJune 30, 2007 (award year 2006-2007),
which is summarized as follows:

. Finding 1—The university designed a compensatiam fior enrollment advisors that provided incenpiaggments based on
success in securing enroliments and did not estatiiat its plan and practices qualified for thrgufatory safe harbors.

. Finding z—The university did not always perform return oflitV aid calculations properly, resulting in thegroper retentio
of a total of $29,036 of Title IV program funds f&88 students in the OIG's sample sets of 85 stadent

. Finding —The university did not in all instances return &ity/ program funds timely for Title IV students whadthdrew or
went on a leave of absence from school.

. Finding 4—The form formerly used by the universityobtain authorizations to retain student crediabces did not comply
with applicable regulations.

. Finding =—The university did not in all instances disbursgeTlV program funds in accordance with applicatgigulations o
university policy because they were made priohtogtudents being eligible to receive them.

. Finding 6—The university did not in all instances maintaircdimentation to support online students' leavedséace due to tt
lack of support for the start dates for 19 leaviesbsence.

Each finding was accompanied by one or mecemmendations to the Department's Office of Fdd&tudent Aid, or FSA, as
summarized below:

. For Finding 1, the OIG recommended that the FSAiireghe university to provide records of all sgladjustments made
enrollment advisors during award year 2006-2007amnddocumentation, not disclosed to the OIG, deatonstrates that any
specific adjustments made during that period giealifor the regulatory safe harbors.

. For Findings 2 and 5, the OIG recommended thaF&w require the university (i) to remit to the Depgent and appropria
lenders certain amounts identified by the OIG (838,for Finding 2) and (ii) undertake a file reviéo award year 2006-2007
to identify the amount of Title IV funds that wdareproperly retained or disbursed and to remit sartiounts to the Department
or appropriate lenders.

. For Finding 4, the OIG recommended that the FSAiireghe university to cease drawing, disbursing laolding credit balanc
of Title IV program funds for which there are namntly assessed institutional charges.

. For Findings 2, 3, 5 and 6, the OIG recommendetttigaFSA require the university to develop andlengent certain remedi
policies and procedures.

. For Findings 2, 3 and 5 generally, and for Finding the event the university cannot establish itisegalary adjustments for

enroliment advisors qualified for the safe harloe, OIG recommended that the FSA consider wheth&akie appropriate action
under Subpart G of
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34 C.F.R. Part 668. Under Subpart G, the FSA malf sgimpose a fine against the university ortaitli suspend or terminate
the university's participation in Title IV programs

The findings and recommendations of thalfaudit report represent the opinions of the Gi@] the issuance of final audit determinati
and corrective action to be taken, if any, willrhade by the FSA.

Ashford University expects that the FSAlwdnsider the findings and recommendations irfithed audit report and engage in a dialog
with the university prior to determining what ifyaaction to take and issuing a Final Audit Deteratiion Letter concluding the audit. The OIG
has requested that Ashford University provide poase to the FSA regarding the final audit refbetny, within 30 days of the final audit
report's issuance to which we have respondedimedyt manner. If the FSA were to determine to assesionetary liability or commence an
action under Subpart G, Ashford University woulddnan opportunity to contest the assessment oopegpaction through administrative
proceedings, with the right to seek review of angifadministrative action in the federal courté¢héugh the Company believes Ashford
University operates in substantial compliance \iigpartment regulations that are applicable to thasaunder review, the Company cannot
predict the ultimate findings, potential liabilsi®@r remedial actions, if any, that the FSA mayude in the Final Audit Determination Letter,
the result of any administrative proceedings, idtig Subpart G proceedings, that may arise oltefinal Audit Determination Letter.

Litigation and Legal Proceeding

See Note 18, "Commitments and Contingeticiesa discussion of the lawsuits received inyea011 and the civil investigative demand
from the Attorney General of the State of lowa reee in February 2011.

Denver Lease Facility

In February 2011, the Company enteredantase for 151,000 rentable square feet of offizee in Denver, Colorado. The Company
intends to use the new space primarily for admiaiiste offices, meeting rooms and online suppantises. The initial term of the lease is
10 years and is estimated to commence in August.Zllie monthly base rent over the initial termtaf kease increases from $0.4 million
during the first year to $0.5 million during thentk year. The total amount of base rent paymergs ihe initial term of the lease is
$43.4 million.

Notice of Hearing from U.S. Senate Committee on HteaEducation, Labor and Pensions regarding the @pany

On March 1, 2011, the Company receivedespondence from the U.S. Senate Committee on Héaltication, Labor and Pensions
inviting the Company's CEO and President to testifg hearing scheduled for March 10, 2011, reggrBridgepoint Education, Inc. and
Ashford University.

23. Quarterly Results of Operations and Other Operting Data (Unaudited)

The following tables set forth unauditedulés of operations and certain operating dat@éah quarter during 2010 and 2009. We believe
that the information reflects all adjustments, whigclude only normal and recurring adjustmentggessary to present fairly the information
below. Basic and
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diluted earnings per common share are computegbérdiently for each of the quarters presented. Torexethe sum of quarterly basic and
diluted per common share information may not equalual basic and diluted earnings per common share.

First Second Third Fourth
Quarter Quarter Quarter Quarter
(In thousands, except enroliment and
per share data)

2010
Revenue $ 156,067 $ 173,84( $ 190,91: $ 192,41!
Costs and expense

Instructional costs and servic 39,43¢ 43,257 50,191 54,51¢

Marketing and promotion: 44,21: 50,09¢ 54,96 62,27¢

General and administrati\ 22,331 21,257 23,331 30,94«
Total costs and expens 105,97¢ 114,61( 128,48! 147,73t
Operating incomi 50,08¢ 59,23( 62,42¢ 44,67
Interest incomt (307) (403) (372) (48¢€)
Interest expens 61 33 37 79
Income before income tax 50,33¢ 59,60( 62,761 45,08
Income tax expens 20,511 24,33( 26,62 18,73¢
Net income $ 29,82: $ 3527( $ 36,13t $ 26,34¢
Earnings per common sha

Basic $ 0.5t $ 0.6t $ 0.6€ $ 0.5C

Diluted $ 0.4¢ $ 05¢ $ 061 $ 0.4t
Period end enrollmen

Online 65,05’ 67,20¢ 76,17 77,03:

Campu-basec 737 53¢ 1,00¢ 85¢

Total: 65,78¢ 67,74« 77,17¢ 77,89:
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First Second Third Fourth
Quarter Quarter Quarter Quarter
(In thousands, except enroliment and
per share data)

2009
Revenue $ 84,27 $ 110,90t $ 127,38: $ 131,75¢
Costs and expense

Instructional costs and servic 22,13¢ 28,35) 33,12( 36,47¢

Marketing and promotion: 29,10¢ 39,65¢ 36,50( 40,46(

General and administrati\ 25,88: 41,09: 18,91t 20,89
Total costs and expens 77,12 109,10! 88,53t 97,83:
Operating incom 7,15 1,80: 38,841 33,92%
Interest incom (130 (240 (211) (30§)
Interest expens 58 96 49 76
Income before income tax 7,22¢ 1,847 39,00¢ 34,15¢
Income tax expens 3,33¢ 587 16,65! 14,55¢
Net income $ 3881 $ 126 $ 22,35¢ $ 19,60(
Earnings per common sha

Basic $ 007 $ 0.0z $ 04z $ 0.3¢

Diluted $ 00z % 0.0z $ 037 $ 0.3
Period end enrolimen

Online 41,27¢ 45,00¢ 54,107 53,04¢

Campu-basec 747 49¢ 787 64C

Total: 42,02¢ 45,50¢ 54,89« 53,68¢
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Item 9. Changes in and Disagreements With Accotamts on Accounting and Financial Disclosure.
None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Our disclosure controls and proceduresiasigned to ensure that information required tdibelosed by us in reports that we file or
submit under the Securities Exchange Act of 1984 raended (the "Exchange Act"), is recorded, pseEmbssummarized and reported within
the time periods specified in the SEC's rules anoh$. Disclosure controls and procedures includiaownt limitation, controls and procedures
designed to ensure that information required tdibelosed by us in reports we file or submit unther Exchange Act is accumulated and
communicated to our management, including our paiexecutive officer and principal financial affir, or persons performing similar
functions, as appropriate to allow timely decisioegarding required disclosure. In designing aralwating the disclosure controls and
procedures, management recognizes that any coatrdiprocedures, no matter how well designed ardatgd, can provide only reasonable
assurance of achieving the desired control objestiand management is required to apply its judgjinezvaluating the cost-benefit
relationship of possible controls and procedures.

Under the supervision and with the parttign of our management, including the chief exigeutfficer and the chief financial officer, \
carried out an evaluation of the effectivenesiefdesign and operation of our disclosure conttrotsprocedures, as defined in Rules 13¢e)
under the Exchange Act, as of the end of the periagred by this report. Based upon that evaluatian chief executive officer and chief
financial officer concluded that our disclosure trofs and procedures were effective at the readersdsurance level as of December 31, 2

Management's Report on Internal Control Over Finangal Reporting

Management is responsible for establishimd maintaining adequate internal control overrfaial reporting, as such term is defined in
Exchange Act Rule 13a-15(f). Our internal contreiofinancial reporting includes those policies anocedures that (i) pertain to the
maintenance of records that, in reasonable detiljrately and fairly reflect the transactions disghositions of our assets; (ii) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that our résaipd expenditures are being made only in accosdaith authorizations of our managen
and directors; and (iii) provide reasonable assteaagarding prevention or timely detection of uhatized acquisition, use, or disposition of
our assets that could have a material effect orfioancial statements.

Internal control over financial reportirgydesigned to provide reasonable assurance regdtdirreliability of financial reporting and the
preparation of financial statements prepared fteraal purposes in accordance with GAAP. Becausts @fherent limitations, internal control
over financial reporting may not prevent or detaitstatements. Also, projections of any evaluatibaffectiveness to future periods are
subject to the risk that controls may become inadtgibecause of changes in conditions, or thaddlyeee of compliance with the policies or
procedures may deteriorate.

Under the supervision and with the partitign of management, including our chief executiffecer and chief financial officer, we
conducted an evaluation of the effectiveness ofirternal control over financial reporting basedtba framework irinternal Control—
Integrated Frameworissued by the Committee of Sponsoring Organizatidrike Treadway Commission. Based on our evaloatialer the
framework inInternal Control—Integrated Frameworkjanagement concluded that our internal control &mancial reporting was effective
as of December 31, 2010.
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The effectiveness of our internal contre¢iofinancial reporting as of December 31, 2010b&en audited by
PricewaterhouseCoopers LLP, an independent regisfarblic accounting firm, as stated in their répdrich is included herein.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal abaiver financial reporting during the quarter esndEecember 31, 2010, that have materially
affected, or are reasonably likely to materiallfeaf, our internal control over financial reporting

Iltem 9B. Other Information.

None.

PART Il
Item 10. Directors, Executive Officers and Corprate Governance.
See Part |, Item 1, "Business—Executivddeft of the Registrant,” which information is imgorated herein by reference.

The information required by this item redjag our directors and corporate governance mateénsluded under the captions "Proposal
1—Election of Directors" and "Corporate Governanioethe Proxy Statement for the 2011 Annual Meetih@tockholders to be filed with the
SEC within 120 days after the end of the fiscalrygaled December 31, 2010 (the "2011 Proxy Statejremd is incorporated herein by
reference. The information required by this itemareling delinquent filers pursuant to Item 405 efjRlation S-K is included under the
heading "Section 16(a) Beneficial Ownership Repgrttompliance” in the 2011 Proxy Statement andderporated herein by reference.

ltem 11. Executive Compensation.

The information required by this item isluded under the captions "Corporate Governanceeelir Compensation” and "Compensation
Discussion and Analysis" in the 2011 Proxy Stateraed incorporated herein by reference.

Item 12. Security Ownership of Certain BeneficibOwners and Management and Related Stockholder Mégrs.

The information required by this item isluded under the captions "Security Ownership ot&e Beneficial Owners and Management"
and "Compensation Discussion and Analysis—Equityn@ensation Plan Information" in the 2011 Proxy &tagnt and is incorporated herein
by reference.

Item 13. Certain Relationships and Related Trarections, and Director Independence.

The information required by this item isluded under the captions "Certain RelationshigsRelated Transactions” and "Corporate
Governance—Director Independence” in the 2011 P8tayement and is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services.

The information required by this item isluded under the caption "Proposal Ratification of Independent Registered Public Acting
Firm" in the 2011 Proxy Statement and is incorpextdterein by reference.
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PART IV
Item 15. Exhibits, Financial Statement Schedules
(8)(1) Consolidated Financial Statements.
The following documents are filed in Pariitem 8 of this Annual Report on Form 10-K:

Report of Independent Registered Public AccourfEimm 87

Consolidated Balance Sheets as of December 31,2010
2009 88

Consolidated Statements of Income for the Yearsfnd
December 31, 2010, 2009 and 2( 89

Consolidated Statements of Redeemable Convertible
Preferred Stock and Stockholders' Equity (Defif@t)the

Years Ended December 31, 2010, 2009 and : 90
Consolidated Statements of Cash Flows for the YEad®c

December 31, 2010, 2009 and 2( 91
Notes to Consolidated Financial Stateme 92

(@)(2) Financial Statement Schedules.
The following financial statement schedsléled as a part of this Annual Report on FormKL0

Schedule II: Valuation and Qualifying Accounts

Beginning Charged to Ending
Balance Expense Deductions(1) Balance
Allowance for doubtful accounts receivak
For the year ended December 31, 2 $ 16,17 $ 39,63 $ (27,712 $ 28,09(
For the year ended December 31, 2 18,24¢ 23,20¢ (25,28() 16,17:
For the year ended December 31, 2 6,01¢ 13,43: (1,200)  18,24¢
Valuation allowance for deferred tax ass
For the year ended December 31, 2 — — — —
For the year ended December 31, 2 — — — —
For the year ended December 31, 2 7,28 — (7,287 —

1) Deductions represent accounts written off, neeobweries or reversals of the allowance for defetag assets.
All other schedules have been omitted ag #re not required, not applicable, or the reglinéormation is otherwise included.
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(@)(3) Exhibits.

Exhibit
Number

Filed

Description of Document Herewith

Exhibit
Form No.

Incorporated
by Reference

Date Filed

10.7*

10.2*

10.%*

2.1

2.2

3.1

3.2

4.1

4.2

Acquisition Agreements

Purchase and Sale
Agreement dated
December 3, 2004, as
amended, among The
Franciscan University of
the Prairies, the Sisters of
St. Francis and the
registrant.

Asset Purchase and Sale
Agreement dated
September 12, 2007
between the Colorado
School of Professional
Psychology and the
registrant.

Charter Documents and
Instruments Defining
Rights of Security
Holders

Fifth Amended and
Restated Certificate of
Incorporation.

Second Amended and
Restated Bylaws

Specimen of Stock
Certificate.

Second Amended and
Restated Registration
Rights Agreement dated
August 26, 2009 among
the registrant and the other
persons named there

Employee Benefit Plans

Amended and Restated
2005 Stock Incentive Pla

2005 Stock Incentive
Plan—Form of Stock
Option Agreement and
Notice of Option Grant fo
Founders

2005 Stock Incentiv
Plan—Form of Stock
Option Agreement and
Notice of Option Grant fo
CharleneDackerman, Jar
McAuliffe, Ross Woodard
and other non-executive
employees

X S-1 21

2.2

X 10-Q 3.1

3.4

4.1

4.4

10.1

10.2

10.3

February 17, 2009

February 17, 2009

May 21, 2009

March 20, 2009

March 30, 2009

September 4, 2009

December 22, 2008

February 17, 2009

February 17, 200
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Exhibit Filed Incorporated Exhibit
Number Description of Document Herewith by Reference  Form No. Date Filed
10.2¢ 2005 Stock Incentive Plan— X S-1 10.4 February 17, 2009

Form of Stock Option
Agreement and Notice of
Option Grant for Andrew S.
Clark, Daniel J. Devine,
Rodney T. Sheng and
Christopher L. Spohr

10.5* 2005 Stock Incentive Plan— X S-1 10.12  February 17, 2009
Form of Stock Option
Agreement and Notice of
Option Grant for Robert
Hartman.

10.¢* Amended and Restated 2005 X 8-K  10.13 January 12, 2010
Stock Incentive Plan—Form
of Stock Option Agreement
and Notice of Option Grant
for Charlene Dackerman,
Jane McAuliffe, Ross
Woodard and other non-
executive employee

10.7* Amended and Restated 20 X 8-K 10.14 January 12, 201
Stock Incentive Plan—Form
of Stock Option Agreement
and Notice of Option Grant
for Andrew S. Clark,
Daniel J. Devine, Rodney T.
Sheng and Christopher L.
Spohn.

10.&* Amended and Restated 2005 X S-1 10.33  March 30, 2009
Stock Incentive Plan—
Amendment to Stock Option
Award

10.¢* Amended and Restated 2009 X S-1 10.5 April 1, 2009
Stock Incentive Plar

10.1(* Amended and Restated 2009 X S-8 99.4 May 13, 2009
Stock Incentive Plan—Form
of Nonstatutory Stock Optic
Agreement for Executives
and Senior Managemel

10.1* Amended and Restated 20 X S-8 995 May 13, 200¢
Stock Incentive Plan—Form
of Incentive Stock Option
Agreement for Executives
and Senior Managemel

10.12* Form of Non-Plan Stock X S-8 99.6 May 13, 2009
Option Agreemen

10.1%* Form of Compensatory X S-1 4.10 March 20, 2009
Warrant Agreemen
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Exhibit
Number

Filed
Description of Document Herewith

Incorporated
by Reference

Exhibit
Form No.

Date Filed

10.1# Amended and Restated

10.1%

10.1¢*

10.1

10.1&

10.1¢

10.2(>

10.2F

10.22

10.2%

10.2#

10.2%*

10.2¢x

10.27*

10.2¢

Employee Stock Purchase
Plan.

Bridgepoint Education
Nonqualified Deferre
Compensation Pla

Agreements with Executive
Officers, Directors and
Warburg Pincus

Employment Agreemer
between Andrew S. Clark a
the registrant

Employment Agreement
between Daniel J. Devine a
the registrant

Employment Agreemet
between Rodney T. Sheng
and the registran

Employment Agreement
between Christopher L.
Spohn and the registral

Amendment to Stock Option X
Agreement(s) between
Christopher L. Spohn and the
registrant

Offer Letter to Diang
Thompson

Offer Letter to Thoma
Ashbrook.

Offer Letter to Douglas C. X
Abts

Executive Severance Ple

Form of Severance
Agreement under the
Executive Severance Ple

Offer Letter to Dale Cranda

Form of Indemnification
Agreement for Executive
Officers and Directors

Nominating Agreemer
between Warburg Pincus and
the registrant

X

127

8-K 991

10-Q 10.7

S1 10.24

S-1 10.25

S-1 10.27

S-1 10.26

S-1 10.28

S-1 10.29

S1 10.31

S-1 10.32

S-1 10.30

S-1 10.8

S-1  10.11

March 22, 2010

May 3, 2010

March 20, 200¢

March 20, 2009

March 20, 200¢

March 20, 2009

March 20, 200¢

March 20, 200¢

March 20, 200¢

March 20, 2009

March 20, 200¢

December 22, 2008

February 17, 2009
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Exhibit
Number

Description of Document

Filed
Herewith

Incorporated
by Reference

Form

Exhibit
No.

Date Filed

10.2¢

10.3(

10.31

10.32

10.3¢

10.3¢

10.3¢

10.3¢

10.3i

10.3¢

10.3¢

Bank Documents

Loan and Security Agreeme
with Comerica Bank dated
April 12, 2004, as amended
by Amendments-8 thereto

Ninth Amendment to Loa
and Security Agreement with
Comerica Bank dated May 1,
2009.

Tenth Amendment to Loan
and Security Agreement with
Comerica Bank dated

June 22, 200¢

Letter agreement dated
October 30, 2009 with
Comerica Banl

Letter agreement dated
December 31, 2009 with
Comerica Banl

Credit Agreement dated
January 29, 2010 with
Comerica Banl

Revolving Credit Note dated
January 29, 2010 with
Comerica Banl

Security Agreement dated
January 29, 2010 with
Comerica Banl

First Amendment to Loan
Documents with Comerica
Bank dated July 30, 201

Second Amendment to Loan
Documents with Comerica
Bank dated August 6, 20:

Third Amendment to Loan
Documents with Comerica
Bank dated December 1,
2010

X

128

S-1

10-Q

10-Q

10-K

10-K

8-K

8-K

8-K

10-Q

10-Q

10.9

10.3

10.4

10.40

10.41

99.1

99.2

99.3

10.1

10.2

March 20, 2009

August 11, 2009

August 11, 2009

March 2, 2010

March 2, 2010

February 3, 2010

February 3, 2010

February 3, 2010

August 3, 2010

November 2, 201
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Exhibit
Number Description of Document

Form

Exhibit
No.

Date Filed

Material Real Estate Lease:

10.4(t Office Lease dated
January 31, 2008 with Kilroy
Realty, L.P., as amended by
the First Amendment thereto
dated December 1, 2008,
related to the premises
located at 13480 Evening
Creek Drive North, San
Diego, California

10.41t Second Amendment to Offi
Lease dated June 3, 2009
with Kilroy Realty L.P.,
related to the premises
located at 13480 Evening
Creek Drive North, Sand
Diego, California

10.4:t Office Lease and Sublea
Agreements, related to the
premises located at
13500 Evening Creek Drive
North, San Diego, Californi:

10.4: Letter Agreement dated
October 1, 2009 with Kilroy
Realty, L.P. and Countrywic
Home Loans, Inc., related to
the premises located at
13500 Evening Creek Drive
North, San Diego, Californi

10.44t First Amendment to Offic
Lease dated March 12, 2010
with Kilroy Realty, L.P.,
related to the premises
located at 13500 Evening
Creek Drive North, San
Diego, California

10.45t Office Lease dated June &
2009 with Kilroy
Realty, L.P., related to the
premises located at
13520 Evening Creek Drive
North, San Diego, Californi:

10.4¢t Standard Form Modifie
Gross Office Lease dated
October 22, 2008, and
addendum, with Sunroad
Centrum Office I, L.P. relate
to the premises located at

8620 Spectrum Center Lane,

San Diego, Californie

S-1

10-Q

10-K

10-Q

10-Q

S-1

10.15

10.2

10.16

10.49

10.5

10.1

10.17

April 13, 2009

August 11, 200

April 13, 2009

March 2, 2010

May 3, 201C

August 11, 200!

March 2, 200¢
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Exhibit Filed Incorporated Exhibit
Number Description of Document Herewith by Reference  Form No. Date Filed
10.47t Standard Form Modified X 8-K 991 December 30, 2010

Gross Office Lease dated
November 10, 2010 wit
Sunroad Centrum Officer I,
L.P., related to a building to
be built in the Sunroad
Centrum Project in San
Diego, California

Material Strategic
Agreements

10.4¢t Blackboard License and X S-1 10.20
Services Agreement dated
December 23, 2003, as
amended, between
Blackboard, Inc. and Ashfol
University, LLC.

10.4¢t Amendment to Blackboard X 10-K 10.48
License and Services
Agreement dated
December 8, 2009 with
Blackboard, Inc

10.5(t Master Services and License X 8-K 991
Agreement dated
September 29, 2009 with
eCollege.con

10.51t First Addendum to Master X 10-K 10.45
Services and License
Agreement dated
November 9, 2009 wit
eCollege.con

March 30, 2009

March 2, 2010

October 1, 2009

March 2, 2010

10.521 Second Addendum to Mast X 10-K 10.46 March 2, 201(

Services and License
Agreement dated
December 15, 2009 with
eCollege.con

10.5%F Third Addendum to Maste X 10-K 10.47 March 2, 201(

Services and License
Agreement dated January 12,
2010 with eCollege.cor

10.5¢t Fourth Addendum to Mast X
Services and License
Agreement dated October 14,
2010 with eCollege.cor

10.55t Software License Agreeme X S1 10.21 March 30, 200¢

and Campuscare Support
Agreement between Campus
Management Corp. and the
registrant

10.5¢t Addenda to Software Licen: X 10-Q 105
Agreement with Campus
Management Corp. dated
June 29, 200¢

August 11, 200!
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Exhibit Filed Incorporated Exhibit
Number Description of Document Herewith by Reference  Form No. Date Filed
10.57t General Services Agreement X S-1 10.22  April 13, 2009

dated January 1, 2009
between Affiliated Computer
Services, Inc. and Ashford
University, LLC.

10.5¢t General Services Agreement X S-1 10.23  April 13, 2009
dated January 1, 2009
between Affiliated Computer
Services, Inc. and University
of the Rockies, LLC

Code of Ethics

14.1 Amended and Restated Code X 8-K 14.1 December 1, 2009
of Ethics
Subsidiaries

21.1 List of subsidiaries of the X S-1 21.1  August 26, 2009
registrant

Consent and Power of
Attorney

23.1 Consent of independent X
registered public accounting
firm.

24.1 Power of Attorney (included X
on signature page

Certifications Required by
Sarbanes©Oxley Act of 2002

31.1 Certification of Andrew S. X
Clark, CEO and President,
pursuant to Rule 1324(a) or
15d-14(a) of the Securities
and Exchange Act of 1934,
adopted pursuant to
Section 302 of the Sarbanes-
Oxley Act of 2002

31.z Certification of Daniel J. X
Devine, Chief Financial
Officer, pursuant to Rule 13a-
14(a) or 15d-14(a) of the
Securities and Exchange Act
of 1934, as adopted pursuant
to Section 302 of the
Sarbane-Oxley Act of 2002
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Exhibit Filed Incorporated Exhibit
Number Description of Document Herewith by Reference  Form No. Date Filed

32.1 Certification pursuantto 18 X
U.S.C. Section 1350, as
adopted pursuant to
Section 906 of the Sarbanes-
Oxley Act of 2002, executed
by Andrew S. Clark, CEO
and President, and Daniel J.
Devine, Chief Financial

Officer
* Indicates management contract or compensatoryglarrangement.
T Portions of this exhibit have been omitted pursuarat request for confidential treatment and the-poblic information

has been filed separately with the SI
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934, ribgistrant has duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

BRIDGEPOINT EDUCATION, INC.

By: /s/ ANDREW S. CLARK

Andrew S. Clark
CEO and Presider

Dated: March 1, 2011

KNOW ALL PERSONS BY THESE PRESENTS, thatleperson whose signature appears below constaategappoints Andrew S.
Clark and Daniel J. Devine, jointly and severadlg,his attorney-in-fact, each with the power ofs$iltion, for him in any and all capacities, to
sign any amendments to this Annual Report on Fdi¥iK And to file the same, with exhibits thereto atiter documents in connection
therewith, with the Securities and Exchange Comimisdiereby ratifying and confirming all that easfhsaid attorneys-in-fact, or his substitute
or substitutes, may do or cause to be done byevirareof.

Pursuant to the requirements of the Seéeariixchange Act of 1934, this report has beeresidielow by the following persons on behalf
of the registrant and in the capacities and orddtes indicated.

Name Title Date

/sl ANDREW'S. CLARK CEO and President (Principal Execut

Officer) and a Director

March 1, 2011
Andrew S. Clark

/s DANIEL J. DEVINE Chief Financial Officer (Principal

Financial Officer)

March 1, 2011
Daniel J. Devine¢

/s BRANDON J. POPE Vice President, Chief Accounting Offic

and Corporate Controller (Principal March 1, 2011
Brandon J. Pop Accounting Officer)
/sl RYAN CRAIG
Director March 1, 2011
Ryan Craic

/sl DALE CRANDALL

Director March 1, 2011

Dale Crandal
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Name

/sl PATRICK T. HACKETT

Patrick T. Hacket

/sl ROBERT HARTMAN

Robert Hartmaui

/sl ADARSH SARMA

Adarsh Sarm:

Title

Director

Director

Director
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March 1, 2011

March 1, 2011

March 1, 2011







BRIDGEPOINT EDUCATION, INC.,
2005 AMENDED AND RESTATED STOCK INCENTIVE PLAN
NOTICE OF STOCK OPTION GRANT

Exhibit 10.6

Stock Option No.

You have been granted the following options to pase common stock of Bridgepoint Education, Irfee ((Company”):

Name of Optionee

Number of Shares Grante

Under Time Vested Optior

Under Performance Vested Optic

Under Exit Option:

Type of Option: O
O

Exercise Price Per Shal

Date of Grant

Incentive Stock Option
Nor-Statutory Stock Option
$

Vesting Commencement Da

Expiration Date




Vesting Schedule:

Time Vested Option

Performance Vested Optior

Subject to Optionee’s continued Service, as definegkection 5 herein, Optionee’s Time Vested
Options shall vest as to (i) 25% of the Shares tyidg such Time Vested Options on the gresar
anniversary of the vesting commencement dateagitp an additional 2% of the Shares underlying
such Time Vested Options on each monthly annivgrsbthe vesting commencement date ove
subsequent 33-month period following such one-geaiiversary of the vesting commencement
date, and (iii) an additional 3% of the Shares ulydey such Time Vested Options on each of the
46t 47" and 48 monthly anniversary of the vestiogmencement date; provided, however,
in the event that Optionee’s Service is termindtgthe Company without Cause or as a result of
his or her death or Disability, on the date of stesimination, an additional number of Time Vested
Options shall vest equal to the number of Time ¥&€ptions that would otherwise have vested
(solely as a result of the passage of time) withen12-month period immediately following the
date of such terminatio

Except as provided in Section 21 herein, for eétaf year of the Company beginning with fis
year 2008 and ending with fiscal year 2011, 25%efShares underlying the Performance Ve
Options granted to Optionee shall be eligible todmee vested and exercisable, to the extent that
the Company’s actual performance for any fiscal yeaults in achievement of the Annual
Performance Targets for such fiscal year. If in isgal year that either the Annual EBITDA
Target or the Annual Revenue Target is not achi¢aetlissed Fiscal Year”), but in any
subsequent fiscal year the Company’s cumulativelBl and revenue performance from and
including fiscal year 2008 results in achievemdrthe Cumulative Performance Targets,
Performance Vested Options otherwise eligible &t deiring the Missed Fiscal Year(s) shall vest.
All Performance Vested Options which have not wiésteaccordance with this paragraph shall
expire as of Optiones’'termination of Service, as defined in Sectiorefemn; provided, however,
Optionee’s termination of Service is as a resultisfor her death or Disability, notwithstanding
Section 5 herein, the Performance Vested Optidgibkd to vest in the fiscal year in which such
termination occurs shall remain outstanding untdhstime that achievement of the Annual
Performance Targets is determined, and to the eatdieved, such Performance Vested Options
shall vest as if Optionee had remained in Senficeugh the date of such determination, and for
purposes of Section 5 herein, with respect to terfiormance Vested Options only, the date of
termination of Service shall be deemed to be thpicgble vesting date
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Definitions for
Performance Veste
Options

“ Annual EBITDA Target’ means:
(a) for fiscal year 2008, $5,880,000 or greater;
(b) for fiscal year 2009, $19,921,000 or greater;
(c) for fiscal year 2010, $32,037,000; and
(d) for fiscal year 2011, $44,558,0

“ Annual Performance Targe” means, collectively, the Annual EBITDA Target ahd Annual Revenue Targt

“ Annual Revenue Targétmeans:
(a) for fiscal year 2008, $49,000,000;
(b) for fiscal year 2009, $201,942,000;
(c) for fiscal year 2010, $250,408,000; and
(d) for fiscal year 2011, $300,490,0

“ Cumulative EBITDA Target means:
(a) for fiscal year 2008, $5,880,000 or greater;
(b) for fiscal year 2009, $25,801,000 or greater;
(c) for fiscal year 2010, $57,838,000; and
(d) for fiscal year 2011, $162,396,0

“ Cumulative Performance Targ¢’ means, collectively, the Cumulative EBITDA Targatidhe Cumulative Reveni
Target.

“ Cumulative Revenue Targ” means
(a) for fiscal year 2008, $49,000,000;
(b) for fiscal year 2009, $250,942,000;
(c) for fiscal year 2010, $501,350,000; and
(d) for fiscal year 2011, $801,840,0

“ EBITDA " means, net income plus, without duplication anth&éextent deducted in determining such consolidaé
income, the sum of (i) consolidated interest expdnet of any interest income), (ii) consolidatedvisions for taxes
based on income, profits or capital and commeeztlity (or similar taxes) for such period, (ié)l amounts attributab
to depreciation and amortization for such periadgach case, determined in accordance with Gepéatlepted
Accounting Principles

“ Revenu€’ means, the sum of all net student tuition (exolgchon-cash scholarships awards), matriculaties,feoom
and board and other charges recognized in accoedaitic Generally Accepted Accounting Principl
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Exit Options

Definitions for Exit Option:

Subject to Optioneg’continued Service, as defined in Section 5 hetieinugh the date of an Exit Event,
provided that the Exit Factor is equal to or inessof four, a number of Optionee’s Exit Optionallshest
on such Exit Event equal to the aggregate numb8hafes underlying such Exit Options multipliedthy
Warburg Exit Percentage. All Exit Options which Bawt otherwise vested in connection with a Charfge
Control due to the fact that the Exit Factor is eguial to or in excess of four (or have previowsgted upon
a prior Exit Event) shall expire as of the dateswth Change in Control. All Exit Options which hana
vested in accordance with this paragraph shallrexgs of the date of Optior’s termination of Servict

“Change in Control” means: (i) a change in owngrgiri control of the Company effected through a
transaction or series of related transactions (dtten an offering of Company’s securities to teagyal
public through a registration statement filed vifte Securities and Exchange Commission) whereby any
“person” or related “group” of “persons” (as suelnbs are used in Sections 13(d) and 14(d)(2) of the
Exchange Act), other than an Affiliate of the Compar the Warburg Investors, directly or indirectly
acquires beneficial ownership (within the meanifi@ole 13d-3 under the Exchange Act) of securitiethe
Company possessing more than fifty percent (50%hetotal combined voting power of the Company’s
securities outstanding immediately after such asitjon; or (ii) the sale or conveyance of all obstantially
all of the assets of the Company to a person whotisn Affiliate of the Company or the Warburg éstors

“ Exit Event” means a Change in Control or a Liquidity Eventa@aglicable.

“ Exit Factor” means, with respect to any Exit Event, a fracttbe,numerator of which is equal to 1
aggregate proceeds received by the Warburg Inestaonnection with such Exit Event, excluding any
amounts received as a result of the liquidatiofiepemce associated with such equity securitieanyf and
the denominator of which is equal to the Warburg Brrcentage multiplied by the aggregate purcpaise
paid by the Warburg Investors in connection witkitipurchase of equity in the Compa

“ Liguidity Event” means the sale by the Warburg Investors of anyquodf their equity securities of tt
Company to another person or group (other tharvdasburg Investor or any Affiliate thereof) in white
Warburg Investors receive cash or marketable sgsirand which does not otherwise constitute anGaan
Control.




“ Warburg Exit Percentagemeans:

(a) in the case of a Liquidity Event, a percentageal to 100multiplied bythe quotient o
(i) the aggregate amount of equity securities ef@mpany that the Warburg Investors sell in
connection with such Liquidity Event (determinedafully diluted basis)
divided by
(i) the aggregate amount of equity securitieshef Company acquired by the Warburg Investors in
connection with their purchase of equity in the @amy, in each case, as adjusted for changes in
capitalization; ant

(b) in the case of a Change in Control, 100% tlesssum of each Warburg Exit Percentage applidable

any Liquidity Event occurring prior to such CharnigeControl.
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By your signature and the signature of the Compmrgpresentative below, you and the Company abegdhese options are granted
under and governed by the terms and conditionsisfMotice of Stock Option Grant, the Stock Opthgreement, and the Bridgepoint
Education, Inc. 2005 Stock Incentive Plan, botwbich are attached to and made a part of this deatim

OPTIONEE BRIDGEPOINT EDUCATION, INC.
By:
Title:

Print Name

Social Security Numbe




BRIDGEPOINT EDUCATION, INC.
AMENDED AND RESTATED 2005 STOCK INCENTIVE PLAN
STOCK OPTION AGREEMENT

1. Definitions. Unless otherwise defined herein, the terms ddfinghe Bridgepoint Education, Inc. Amended andt&td 2005
Stock Incentive Plan (the “Plan”) shall have theealefined meanings in this Stock Option Agreement.

2. Grant of Options. Pursuant to the terms and conditions set forthénNotice of Stock Option Grant attached heriiig,
Agreement, and the Plan, Bridgepoint Education, (the “Company”) grants to the optionee named@Notice of Stock Option Grant
(“Optionee”) on the date of grant set forth in tetice of Stock Option Grant (“Date of Grantte options to purchase, at the exercise pric
forth in the Notice of Stock Option Grant (“ExereiBrice”), the number of Shares set forth in thédéoof Stock Option Grant. These options
are intended to be Incentive Stock Options or NtateSory Stock Options, as provided in the Noti€&tmck Option Grant.

3. Exercise of Options.Subject to the other conditions set forth in thigeement, all or part of these options may bea@sed prior
to their expiration at the time or times set fdrthhe Notice of Stock Option Grant; provided, howe the Optionee shall cease vesting in tl
options on the Optionee’s Termination Date. Thg#eéos may also become exercisable in accordantteSeiction 21 below.

4. Expiration of Options. Subject to the provisions of Section 5 herea#sthoption shall expire and all rights to purctisares
hereunder shall cease on the date set forth iNdtiee of Stock Option Grant (“Expiration Date”).

5. Termination of Options.In the event that the Optionee’s Service ternaigdbr any reason other than due to a Disabiligtld, or
Cause, these options shall expire on the dataghiatee months following the Optionee’s Terminati@ate, unless these options would expire
pursuant to Section 4 at an earlier date in whadedhese options will expire on the earlier ExtgraDate. In the event that the Optionee’s
Service terminates due to a Disability, these otishall expire on the date that is 12 monthsidlig the Optionees Termination Date, unle
these options would expire pursuant to Sectionahatarlier date in which case these options wpire on the earlier Expiration Date. In the
event that the Optionee should die while in Servicese options shall expire on the date that isi@@ths after the Optionee’s death, unless
these options would expire pursuant to Sectionahatarlier date in which case these options wpire on the earlier Expiration Date. In the
event that the Optionee’s Service terminates fars€athese options shall terminate on the Ternainddiate.

6. Non-transferability of Options.These options shall be ntransferable by the Optionee other than by wibpithe laws of desce
and distribution, and shall be exercisable durirglifetime of the Optionee only by the Optioneeas to Non-Statutory Stock Options also, by
the Optionee’s guardian or legal representativéerAhe death of the Optionee, these options magxbecised prior to their termination by the
Optionees legal representative, heir or legatee, to thergxgermitted in the Plan. Upon any attempt tq salhsfer, assign, pledge, hypothe:
or otherwise dispose of this option (a “Transfedt) of any right or privilege conferred hereby, trany to the provisions hereof, or upon any
attempted sale under any execution, attachmernitnilas process upon the rights and privileges coef hereby, these options and the rights
and privileges conferred hereby shall immediatelgdme null and void. Until written notice of anyrmétted passage of rights under these
options shall have been given to and received &yStcretary of the Company, the Company may, fauaposes, regard the Optionee as the
holder of these options.

7. Method of Exercise.The rights granted under this Agreement may eeased by the Optionee, or by the person or pertmn
whom the Optionee’s rights under this Agreementl $tave passed under the provisions of Sectionrédieby delivering to the Company in
care of its Secretary




at the Company'’s principal office, written noticktioe number of Shares with respect to which thbts are being exercised, accompanied by
this Agreement for appropriate endorsement by thmgany, such investment letter as may be requiyesidotion 14 hereof, executed
Stockholders Agreement described in Section 8 bgb@yment of the exercise price, and such otheesgmtations and agreements as may be
required by the Administrator. The exercise pri@yrhe paid in cash, check, or consideration redddyethe Company under a broker assisted
sale and remittance program acceptable to the Adtrator.

8. Stockholders AgreementNotwithstanding any other provision of this Agmeent to the contrary, the initial exercise of these
options shall be further conditioned upon the eXeouand delivery by the Optionee and, if applieathis/her spouse, of the Stockholders
Agreement (in the form attached hereto as Exhipjtéthe extent not already a party thereto. Phisvision shall terminate in the event of a
Qualified Public Offering.

9. Regulatory Compliance.The issue and sale of Common Stock pursuanigdigreement shall be subject to full compliancéwi
all then applicable requirements of law and thesiregnents of any stock exchange or interdealerajigot system upon which the Common
Stock may be listed or traded.

10. Legends. The certificates evidencing the Common Stockddsupon exercise of these options, if any, shalt bee following
legend, if applicable, at the time of exercise:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAWEOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR UNDER THE RPICABLE SECURITIES LAWS OF ANY STATE
AND MAY BE OFFERED AND SOLD ONLY IF REGISTERED PURSANT TO THE PROVISIONS OF SUCH ACT OR
SUCH LAWS OR IF AN EXEMPTION FROM REGISTRATION ISVAILABLE.

In addition, each certificate evidencing the ComrBtock issued upon exercise of these options,yif simall be endorsed with the following
legend:

THE SHARES EVIDENCED BY THIS CERTIFICATE ARE SUBJHCTO A STOCKHOLDERS AGREEMENT
BETWEEN BRIDGEPOINT EDUCATION, INC., A DELAWARE CORORATION (THE “COMPANY”), THE HOLDER
OF THE SHARES REPRESENTED BY THIS CERTIFICATE, ANLERTAIN OTHER INVESTORS. A COPY OF SUCH
AGREEMENT IS ON FILE AT THE PRINCIPAL BUSINESS OFEE OF THE COMPANY.

11. Modification and Termination.The rights of the Optionee are subject to moditfan and termination in certain events, as
provided in the Plan.

12. Withholding Tax. As a condition to the exercise of these optitins,Optionee shall make such arrangements as thmérdgdratol
may require for the satisfaction of any federaltestand local income, and employment tax withhgdeguirements that may arise in
connection with such exercise. The Optionee shesdl make such arrangements as the Administratorragire for the satisfaction of any
federal, state and local income, and employmentithholding requirements that may arise in conioectvith the disposition of Shares
purchased by exercising these options. The Optishak pay to the Company an amount equal to thiehwiding amount (or the Company
may withhold such amount from the Optionee’s sglargash or check. At the Administrator’s electitimee Optionee may pay the withholding
amount with Shares (including previously vestedi@md Stock); provided, however, that payment mcktshall be limited to the withholding
amount calculated using the minimum statutory wotbing rates interpreted in accordance with applie@ccounting requirements, or
consideration received by the Company under a bragsisted sale and remittance program accepiakiie tAdministrator.
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13. Holder of Shares.Neither the Optionee nor the Optione&gal representative, legatee or distributed blealor be deemed to |
a holder of any Shares subject to these optioresarand until such person has been issued acaeifor certificates therefor. No adjustment
will be made for dividends or other rights for whithe record date is prior to the date such stectificate or certificates are so issued.

14. Investment CovenantThe Optionee represents and agrees that if thiegg exercises these options in whole or in gaattime
when there is not in effect under the Act, a regtgin statement relating to the Shares issualia epercise hereof and there is not available
for delivery a prospectus meeting the requiremeh&ection 10(a)(3) of such Act, (i) the Optioneid mcquire the Shares upon such exercise
for the purpose of investment and not with a viewhie distribution thereof, (ii) if requested by tBompany, upon such exercise of these
options, the Optionee will furnish to the Companyimvestment letter in form acceptable to it, (fiijfequested by the Company, prior to sell
or offering for sale any such Shares, the Optiamiéidurnish the Company with an opinion of counsatisfactory to it to the effect that such
sale may lawfully be made and will furnish it wihch certificates as to factual matters as it neagonably request, and (iv) certificates
representing such shares may be marked with amppate legend describing such conditions precetteséle or transfer. Any person or
persons entitled to exercise these options uneepribvision of Section 6 hereof shall furnish te @ompany letters, opinions, and certificates
to the same effect as would otherwise be requifédeoOptionee.

15. Nondisclosure. Optionee acknowledges that the grant and ternttseske options are confidential and may not bdalisd by
Optionee to any other person, including other eygrs of the Company and other participants in the,Rvithout the express written consent
of the Company’s President. Notwithstanding thedwming, the Optionee may disclose the grant amdstef these options to the Optionee’s
family member, financial advisor, and attorney. Amgach of this provision will be deemed to be @emal breach of this Agreement.

16. Governing Law. This Agreement shall be governed by and inteegr@t accordance with the internal laws of theeStrit
Delaware.

17. Successors.This Agreement shall inure to the benefit of @edinding upon the parties hereto and their legfalesentatives,
heirs, and permitted successors and assigns.

18. Plan. This Agreement is subject to all of the terms pralisions of the Plan, receipt of a copy of whilhereby acknowledged
by the Optionee. The Optionee further acknowledgesipt of a copy of the Stockholders Agreemene Diptionee hereby agrees to accept as
binding, conclusive, and final all decisions angtipretations of the Administrator upon any quesiarising under the Plan, this Agreement,
and Notice of Stock Option Grant.

19. Rights to Future EmploymentThese options do not confer upon the Optioneerigiy to continue in the Service of the
Company or any Affiliate, nor does it limit the higof the Company to terminate the Service of tiptiddee at any time.

20. Market Stand-Off. In connection with any underwritten public offegiby the Company of its equity securities pursti@rn
effective registration statement filed under the, Ancluding the Company’s initial public offerinthe Optionee shall not directly or indirectly
sell, make any short sale of, loan, hypothecatzig#, offer, grant or sell any option or other cacttfor the purchase of, purchase any optic
other contract for the sale of, or otherwise digpofsor transfer, or agree to engage in any ofdhegoing transactions with respect to, any
Shares acquired under this Agreement without tieg pritten consent of the Company or its undergrst Such restriction (the “Market Stand-
Off") shall be in effect for such period of timellfoving the date of the final prospectus for théedhg as may be requested by the Company or
such underwriters. In no event, however, shall queiod exceed 180 days. In the event of the datider of a stock dividend, a spin-off, a
stock split, an




adjustment in conversion ratio, a recapitalizatior similar transaction affecting the Company’sstanding securities without receipt of
consideration, any new, substituted or additioralsities which are by reason of such transactistmilbluted with respect to any Shares subject
to the Market Stand-Off, or into which such Shaheseby become convertible, shall immediately e to the Market Stand-Off. In order

to enforce the Market Stand-Off, the Company maydse stop-transfer instructions with respect toShares acquired under this Agreement
until the end of the applicable stand-off perioleTCompany’s underwriters shall be beneficiariethefagreement set forth in this Section.
This Section shall not apply to Shares registematié public offering under the Act, and the Opéershall be subject to this Section only if the
directors and officers of the Company are subjgsirmilar arrangements.

21. Merger, Consolidation, Reorganization, Liquidatjdctc. If the Company shall become a party to any catgoreorganization,
merger, liquidation, spinoff, or agreement for siade of substantially all of its assets and prgpéiie Board shall attempt to make appropriate
arrangements, which shall be binding upon the @ptofor the substitution of new options for angxpired options then outstanding under
this Agreement, or for the assumption of any suséxpired options, to the end that the Optioneedpprtionate interest shall be maintained as
before the occurrence of such event. If the optgmasited hereunder are not substituted or assuimenl (i) the Time Vested Options shall
expire on the effective date of such event andtponee shall have 21 days prior to the expiratiate to exercise these options, and the
Board shall notify the Optionee of the expiratiatedat least 21 days prior to such date; (i) tki¢ @Gptions shall vest to the extent provided
under the Vesting Schedule under Section 2 heaeithall Exit Options that have not otherwise vesteall expire in accordance with the
Vesting Schedule; and (iii) the Performance VeSptions shall vest to the extent the applicablesgation is an Exit Event and the Exit Fa
is equal to or greater than four, but otherwisdl shrdy vest to the extent that applicable perfonoatargets, as described in the Vesting
Schedule under Section 2 herein, have been achiaenddll Performance Vested Options that haveti@rwise vested shall expire on the
effective date of the applicable transaction. Nttatianding the foregoing, the Company may cantelustanding options effective as of the
date of the applicable transaction and deliver ptiddee in lieu thereof the difference betweenRhe Market Value of a Share on the date of
the applicable transaction and the Exercise Pmeatiplied by the number of vested Shares that @aé would have received had Optionee
exercised the Option. For purposes of the precestmgence, Optionee shall be deemed to be veste8lvare if such Share is not subject tc
Company’s right to repurchase at its Exercise Ph#withstanding anything in this Agreement to toatrary, unless Section 280G Approval,
as defined in the Plan, has been obtained, noexatiein of vesting or payment shall occur undes Agreement to the extent that such
acceleration or payment would, after taking intocamt any other payments in the nature of compemstd which the Optionee would have a
right to receive from the Company and any othes®ercontingent upon the occurrence of such Chan@itrol, result in a “parachute
payment” as defined in Section 280G(b)(2) of thel€o

22. Entire Agreement.The Notice of Stock Option Grant, this Agreemamt; the Plan constitute the entire contract beivtlee
parties hereto with regard to the subject matteedfe They supersede any other agreements, repagisais or understandings (whether oral or
written and whether express or implied) which mlatthe subject matter hereof.
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BRIDGEPOINT EDUCATION, INC.,
2005 AMENDED AND RESTATED STOCK INCENTIVE PLAN
NOTICE OF STOCK OPTION GRANT

Exhibit 10.7

Stock Option No.

You have been granted the following options to pase common stock of Bridgepoint Education, Irfee ((Company”):

Name of Optionee

Number of Shares Grante

Under Time Vested Optior

Under Performance Vested Optic

Under Exit Option:

Type of Option: O
O

Exercise Price Per Shal

Date of Grant

Incentive Stock Option
Nor-Statutory Stock Option
$

Vesting Commencement Da

Expiration Date




Vesting Schedule:

Time Vested Option

Performance Vested Optior

Subject to Optionee’s continued Service, as definegkection 5 herein, Optionee’s Time Vested
Options shall vest as to (i) 25% of the Shares dyitg such Time Vested Options on the one-year
anniversary of the vesting commencement dateagitp an additional 2% of the Shares underlying
such Time Vested Options on each monthly anniversithe vesting commencement date over the
subsequent 33-month period following such one-geaiversary of the vesting commencement date,
and (iii) an additional 3% of the Shares underlysngh Time Vested Options on each of thé"46 , 47
th and 48" monthly anniversary of the vesting commeerent date; provided, however, in the event
that Optionee’s Service is terminated by the Comgpeithout Cause or as a result of his or her death
or Disability, on the date of such termination,aaiditional number of Time Vested Options shall vest
equal to the number of Time Vested Options thatld/otherwise have vested (solely as a result c
passage of time) within the -month period immediately following the date of sueflmination.

Except as provided in Section 21 herein, for e&taf year of the Company beginning with fiscal
year 2008 and ending with fiscal year 2011, 25%efShares underlying the Performance Ve
Options granted to Optionee shall be eligible todmee vested and exercisable, to the extent that the
Company’s actual performance for any fiscal yeaults in achievement of the Annual Performance
Targets for such fiscal year. If in any fiscal yézat either the Annual EBITDA Target or the Annual
Revenue Target is not achieved (a “Missed Fiscalryebut in any subsequent fiscal year the
Company’s cumulative EBITDA and revenue performafnem and including fiscal year 2008 results
in achievement of the Cumulative Performance Targe¢rformance Vested Options otherwise
eligible to vest during the Missed Fiscal Year{®lsvest. All Performance Vested Options which
have not vested in accordance with this paragraph expire as of Optionegtermination of Servict
as defined in Section 5 herein; provided, howeif@ptionee’s termination of Service is as a resdilt
his or her death or Disability, notwithstanding @&t 5 herein, the Performance Vested Options
eligible to vest in the fiscal year in which suehniination occurs shall remain outstanding untilhsu
time that achievement of the Annual Performancegdiaris determined, and to the extent achieved,
such Performance Vested Options shall vest astib@ge had remained in Service through the de
such determination, and for purposes of SectioarBih, with respect to such Performance Vested
Options only, the date of termination of Servicalshe deemed to be the applicable vesting
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Definitions for
Performance
Vested Options

“ Annual EBITDA Target’ means:
(a) for fiscal year 2008, $5,880,000 or greater;
(b) for fiscal year 2009, $19,921,000 or greater;
(c) for fiscal year 2010, $32,037,000; and
(d) for fiscal year 2011, $44,558,0

“ Annual Performance Targe” means, collectively, the Annual EBITDA Target ahd Annual Revenue Targ:

“ Annual Revenue Targétmeans:
(a) for fiscal year 2008, $49,000,000;
(b) for fiscal year 2009, $201,942,000;
(c) for fiscal year 2010, $250,408,000; and
(d) for fiscal year 2011, $300,490,0

“ Cumulative EBITDA Target means:
(a) for fiscal year 2008, $5,880,000 or greater;
(b) for fiscal year 2009, $25,801,000 or greater;
(c) for fiscal year 2010, $57,838,000; and
(d) for fiscal year 2011, $102,396,0

“ Cumulative Performance Targ¢’ means, collectively, the Cumulative EBITDA Targatidhe Cumulative Reven
Target.

“ Cumulative Revenue Targ” means
(a) for fiscal year 2008, $49,000,000;
(b) for fiscal year 2009, $250,942,000;
(c) for fiscal year 2010, $501,350,000; and
(d) for fiscal year 2011, $801,840,0

“ EBITDA " means, net income plus, without duplication anthéextent deducted in determining such consolit
net income, the sum of (i) consolidated interestegse (net of any interest income), (ii) consoédatrovisions for
taxes based on income, profits or capital and commialeactivity (or similar taxes) for such periddi) all amounts
attributable to depreciation and amortization factsperiod, in each case, determined in accordaitbeGenerally
Accepted Accounting Principle

“ Revenu€’ means, the sum of all net student tuition (exolgdhon-cash scholarships awards), matriculaties,fe
room and board and other charges recognized irrdaeoe with Generally Accepted Accounting Princip

3




Exit Options

Definitions for Exit Option:

Subject to Optionee’s continued Service, as definedkction 5 herein, through the date of an Exit
Event, and provided that the Exit Factor is eqoalrtin excess of four, a number of Optionee’s Exit
Options shall vest on such Exit Event equal toatgregate number of Shares underlying such Exit
Options multiplied by the Warburg Exit Percentafjié Exit Options which have not otherwise vested
in connection with a Change of Control due to the that the Exit Factor is not equal to or in escef
four (or have previously vested upon a prior ExieBt) shall expire as of the date of such Change in
Control. All Exit Options which have not vestedaocordance with this paragraph shall expire akef t
date of Optione’s termination of Servict

“Change in Contr” means: (i) a change in ownership or control ofGeenpany effected through
transaction or series of related transactions (dtten an offering of Company’s securities to the
general public through a registration statemeatfilith the Securities and Exchange Commission)
whereby any “person” or related “group” of “persb(es such terms are used in Sections 13(d) and 14
(d)(2) of the Exchange Act), other than an Affiiaif the Company or the Warburg Investors, directly
or indirectly acquires beneficial ownership (wittlire meaning of Rule 13d-3 under the Exchange Act)
of securities of the Company possessing more fiftgrpercent (50%) of the total combined voting
power of the Company’s securities outstanding imiatety after such acquisition; or (ii) the sale or
conveyance of all or substantially all of the assétthe Company to a person who is not an Afgliat

the Company or the Warburg Investc

“ Exit Event” means a Change in Control or a Liquidity Eventajaglicable.

“ Exit Factor” means, with respect to any Exit Event, a fractitwe numerator of which is equal to the
aggregate proceeds received by the Warburg Inesta@onnection with such Exit Event, excluding
any amounts received as a result of the liquidati@ference associated with such equity securifies,
any, and the denominator of which is equal to treebrg Exit Percentage multiplied by the aggregate
purchase price paid by the Warburg Investors imeotion with their purchase of equity in the
Company.

“ Liguidity Event” means the sale by the Warburg Investors of anyqguodf their equity securities «
the Company to another person or group (other @mgriVarburg Investor or any Affiliate thereof) in
which the Warburg Investors receive cash or mabtetsecurities, and which does not otherwise
constitute a Change in Contr
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“ Warburg Exit Percenta¢” means
(a) in the case of a Liquidity Event, a percentageal to 100_multiplied bthe
guotient of
(i) the aggregate amount of equity securities ef@mmpany that the Warbu
Investors sell in connection with such Liquiditydst (determined on a fully
diluted basis)
divided by
(ii) the aggregate amount of equity securitieshef Company acquired by the
Warburg Investors in connection with their purchasequity in the Company,
in each case, as adjusted for changes in capifalizand
(b) in the case of a Change in Control, 100% tlessum of each Warburg Exit
Percentage applicable to any Liquidity Event odagrprior to such Change in
Control.




By your signature and the signature of the Compmrgpresentative below, you and the Company abegdhese options are granted
under and governed by the terms and conditionsisfMotice of Stock Option Grant, the Stock Opthgreement, and the Bridgepoint
Education, Inc. 2005 Stock Incentive Plan, botwbich are attached to and made a part of this deatim

OPTIONEE BRIDGEPOINT EDUCATION, INC.
By:
Title:

Print Name

Social Security Numbe




BRIDGEPOINT EDUCATION, INC.
AMENDED AND RESTATED 2005 STOCK INCENTIVE PLAN
STOCK OPTION AGREEMENT

1. Definitions. Unless otherwise defined herein, the terms @dfin the Bridgepoint Education, Inc. Amended ardtRted 2005
Stock Incentive Plan (the “Plan”) shall have thmealefined meanings in this Stock Option Agreement.

2. Grant of Options Pursuant to the terms and conditions set forthé Notice of Stock Option Grant attached hertiig,
Agreement, and the Plan, Bridgepoint Education, (the “Company”) grants to the optionee named&Notice of Stock Option Grant
(“Optionee”) on the date of grant set forth in tetice of Stock Option Grant (“Date of Grantte options to purchase, at the exercise pric
forth in the Notice of Stock Option Grant (“ExereiBrice”), the number of Shares set forth in thédéoof Stock Option Grant. These options
are intended to be Incentive Stock Options or NtateSory Stock Options, as provided in the Noti€&tmck Option Grant.

3. Exercise of Options Subject to the other conditions set forth irs thgreement, all or part of these options may ler@sed prior
to their expiration at the time or times set fdrtthe Notice of Stock Option Grant; provided, heee that subject to the following sentence,
the Optionee shall cease vesting in these optinrtk@Optionee’s Termination Date. In the event tha Optionee is subject to an Involuntary
Termination (defined below) within the 12 monthipdrimmediately following a Change in Control, @lme Vested Options that have not
previously become vested or exercisable shallaedtbecome exercisable as of the date of suchuntarly Termination. These options may
also become exercisable in accordance with Se2tidrelow.

The term “Involuntary Termination” shall mean thptdnee’s termination of Service by reason oftl{g involuntary
discharge of the Optionee by the Company (or tHatBa& Corporation employing him or her) for reasotier than Cause (excluding
any termination as a result of the Optionee’s deatbisability); or (ii) the voluntary resignatiaf the Optionee following (A) a
material adverse change in his or her title, séatanthority or responsibilities with the Compaay the Related Corporation
employing him or her), (B) a material reductiorhis or her base salary or annual bonus opportumit{C) receipt of notice that his or
her principal workplace will be relocated by mdnar 50 miles.

4. Expiration of Options Subject to the provisions of Section 5 herdwdse option shall expire and all rights to purctiisares
hereunder shall cease on the date set forth iNdtiee of Stock Option Grant (“Expiration Date”).

5. Termination of Options In the event that the Optionee’s Service tertem#or any reason other than due to a Disabdiéath, or
Cause, these options shall expire on the dataghiatee months following the Optionee’s Terminati@ate, unless these options would expire
pursuant to Section 4 at an earlier date in whadeahese options will expire on the earlier ExtgraDate. In the event that the Optionee’s
Service terminates due to a Disability, these otishall expire on the date that is 12 monthsidllg the Optionees Termination Date, unle
these options would expire pursuant to Sectionahatarlier date in which case these options wgire on the earlier Expiration Date. In the
event that the Optionee should die while in Servicese options shall expire on the date that isi@@ths after the Optionee’s death, unless
these options would expire pursuant to Sectionahatarlier date in which case these options wpire on the earlier Expiration Date. In the
event that the Optionee’s Service terminates fars€athese options shall terminate on the Ternunddate.

6. Non-transferability of Options These options shall be ntnansferable by the Optionee other than by wibpithe laws of desce
and distribution, and shall be exercisable durirglifetime of the Optionee only by the Optioneeas to Non-Statutory Stock Options also, by
the Optionee’s guardian or legal representativéerAhe death of the Optionee, these options maxbecised prior
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to their termination by the Optionee’s legal repraative, heir or legatee, to the extent permitteitie Plan. Upon any attempt to sell, transfer,
assign, pledge, hypothecate or otherwise dispotgbption (a “Transfer”), or of any right or pilege conferred hereby, contrary to the
provisions hereof, or upon any attempted sale uadgrexecution, attachment or similar process upenights and privileges conferred
hereby, these options and the rights and privilegeserred hereby shall immediately become nullhawid. Until written notice of any
permitted passage of rights under these optiorisisnge been given to and received by the Secrethtlye Company, the Company may, for
all purposes, regard the Optionee as the hold#greske options.

7. Method of Exercise The rights granted under this Agreement mayxeecésed by the Optionee, or by the person or psrso
whom the Optionee’s rights under this Agreementl $fzeve passed under the provisions of Sectionrédieby delivering to the Company in
care of its Secretary at the Company’s principfitef written notice of the number of Shares witpect to which the rights are being
exercised, accompanied by this Agreement for apfatgpendorsement by the Company, such investreétet las may be required by
Section 14 hereof, executed Stockholders Agreentestribed in Section 8 below, payment of the egerprice, and such other representat
and agreements as may be required by the AdmitdstiBhe exercise price may be paid in cash, chaeckonsideration received by the
Company under a broker assisted sale and remitfmogeam acceptable to the Administrator.

8. Stockholders AgreemeniNotwithstanding any other provision of this Agneent to the contrary, the initial exercise of éhes
options shall be further conditioned upon the ekeauand delivery by the Optionee and, if applieathlis/her spouse, of the Stockholders
Agreement (in the form attached hereto as Exhipjtédthe extent not already a party thereto. Phisvision shall terminate in the event of a
Qualified Public Offering.

9. Regulatory Compliance The issue and sale of Common Stock pursuahigcdgreement shall be subject to full complianétw
all then applicable requirements of law and thesiregnents of any stock exchange or interdealerajigot system upon which the Common
Stock may be listed or traded.

10. Legends The certificates evidencing the Common Stockddsupon exercise of these options, if any, stedl the following
legend, if applicable, at the time of exercise:

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAWEOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED, OR UNDER THE RPICABLE SECURITIES LAWS OF ANY STATE
AND MAY BE OFFERED AND SOLD ONLY IF REGISTERED PURSANT TO THE PROVISIONS OF SUCH ACT OR
SUCH LAWS OR IF AN EXEMPTION FROM REGISTRATION ISVAILABLE.

In addition, each certificate evidencing the ComrBtock issued upon exercise of these options,yif simall be endorsed with the following
legend:

THE SHARES EVIDENCED BY THIS CERTIFICATE ARE SUBJHCTO A STOCKHOLDERS AGREEMENT
BETWEEN BRIDGEPOINT EDUCATION, INC., A DELAWARE CORORATION (THE “COMPANY"), THE HOLDER
OF THE SHARES REPRESENTED BY THIS CERTIFICATE, ANLERTAIN OTHER INVESTORS. A COPY OF SUCH
AGREEMENT IS ON FILE AT THE PRINCIPAL BUSINESS OFEE OF THE COMPANY.

11. Modification and Termination The rights of the Optionee are subject to modifon and termination in certain events, as
provided in the Plan.




12. Withholding Tax As a condition to the exercise of these optitims,Optionee shall make such arrangements asdhemstratol
may require for the satisfaction of any federatestand local income, and employment tax withh@daguirements that may arise in
connection with such exercise. The Optionee shsdl make such arrangements as the Administratorragire for the satisfaction of any
federal, state and local income, and employmentithholding requirements that may arise in conioectvith the disposition of Shares
purchased by exercising these options. The Optishek pay to the Company an amount equal to tiiehelding amount (or the Company
may withhold such amount from the Optionee’s salargash or check. At the Administrator’s electitimee Optionee may pay the withholding
amount with Shares (including previously vestedi@md Stock); provided, however, that payment mcktshall be limited to the withholding
amount calculated using the minimum statutory witbing rates interpreted in accordance with apple@ccounting requirements, or
consideration received by the Company under a bragsisted sale and remittance program accepiakiie tAdministrator.

13. Holder of Shares Neither the Optionee nor the Optiore&Egal representative, legatee or distributed blealor be deemed to |
a holder of any Shares subject to these optioresarand until such person has been issued acaeifor certificates therefor. No adjustment
will be made for dividends or other rights for winithe record date is prior to the date such steckficate or certificates are so issued.

14. Investment CovenantThe Optionee represents and agrees that if pie@®e exercises these options in whole or in gtaattime
when there is not in effect under the Act, a regtgin statement relating to the Shares issualde egercise hereof and there is not available
for delivery a prospectus meeting the requiremeh&ection 10(a)(3) of such Act, (i) the Optioneid mcquire the Shares upon such exercise
for the purpose of investment and not with a viewhie distribution thereof, (ii) if requested by tBompany, upon such exercise of these
options, the Optionee will furnish to the Companyimvestment letter in form acceptable to it, (fiifequested by the Company, prior to sell
or offering for sale any such Shares, the Optiamiéidurnish the Company with an opinion of counsatisfactory to it to the effect that such
sale may lawfully be made and will furnish it withch certificates as to factual matters as it neagaonably request, and (iv) certificates
representing such shares may be marked with amppgte legend describing such conditions precettesdle or transfer. Any person or
persons entitled to exercise these options uneepribvision of Section 6 hereof shall furnish te @ompany letters, opinions, and certificates
to the same effect as would otherwise be requifédeoOptionee.

15. Nondisclosure Optionee acknowledges that the grant and tefrifeese options are confidential and may not belaked by
Optionee to any other person, including other epgs of the Company and other participants in the,Rvithout the express written consent
of the Company’s President. Notwithstanding thedwming, the Optionee may disclose the grant amdstef these options to the Optionee’s
family member, financial advisor, and attorney. Amgach of this provision will be deemed to be @emal breach of this Agreement.

16. Governing Law This Agreement shall be governed by and intéepren accordance with the internal laws of theeStd
Delaware.

17. Successors This Agreement shall inure to the benefit of &edbinding upon the parties hereto and their leg@lesentatives,
heirs, and permitted successors and assigns.

18. Plan. This Agreement is subject to all of the termd provisions of the Plan, receipt of a copy of whig hereby acknowledged
by the Optionee. The Optionee further acknowledgesipt of a copy of the Stockholders Agreemene Diptionee hereby agrees to accept as
binding, conclusive, and final all decisions angtipretations of the Administrator upon any quesiarising under the Plan, this Agreement,
and Notice of Stock Option Grant.




19. Rights to Future EmploymentThese options do not confer upon the Optiongeright to continue in the Service of the
Company or any Affiliate, nor does it limit the higof the Company to terminate the Service of tiptiddee at any time.

20. Market Stand-Off In connection with any underwritten public offer by the Company of its equity securities pursdaran
effective registration statement filed under the, Arcluding the Company’s initial public offerinthe Optionee shall not directly or indirectly
sell, make any short sale of, loan, hypothecatzig#, offer, grant or sell any option or other cacttfor the purchase of, purchase any optic
other contract for the sale of, or otherwise digpofsor transfer, or agree to engage in any ofdhegoing transactions with respect to, any
Shares acquired under this Agreement without the prritten consent of the Company or its undererst Such restriction (the “Market Stand-
Off") shall be in effect for such period of timellfoving the date of the final prospectus for théedhg as may be requested by the Company or
such underwriters. In no event, however, shall queiod exceed 180 days. In the event of the datider of a stock dividend, a spin-off, a
stock split, an adjustment in conversion ratiog@apitalization or a similar transaction affectthg Company’s outstanding securities without
receipt of consideration, any new, substituteddalittonal securities which are by reason of suahsaction distributed with respect to any
Shares subject to the Market Stand-Off, or intocltsuch Shares thereby become convertible, shaikuimtely be subject to the Market
Stand-Off. In order to enforce the Market Stand;@f¢ Company may impose stop-transfer instructwitis respect to the Shares acquired
under this Agreement until the end of the applieathnd-off period. The Company’s underwriters|dh@mbeneficiaries of the agreement set
forth in this Section. This Section shall not aptdyShares registered in the public offering urttlerAct, and the Optionee shall be subject to
this Section only if the directors and officerstioé Company are subject to similar arrangements.

21. Merger, Consolidation, Reorganization, Liquidatj&tc. If the Company shall become a party to any c@fgoreorganization,
merger, liquidation, spinoff, or agreement for siade of substantially all of its assets and prgpéine Board shall attempt to make appropriate
arrangements, which shall be binding upon the @pto for the substitution of new options for angxpired options then outstanding under
this Agreement, or for the assumption of any sustxpired options, to the end that the Optioneedpeprtionate interest shall be maintained as
before the occurrence of such event. If the optgmasited hereunder are not substituted or assuimenl (i) the Time Vested Options shall fully
vest and become exercisable on the date that inatedglproceeds the effective date of such eveut tlam Administrator shall notify the
Optionee of their Options’ exercisability at le24tdays prior to the effective date of such everthat the Optionee can decide whether to
exercise the Time Vested Options on the date thatddiately precedes the effective date of the e¥dfective on the effective date of such
event all unexercised Time Vested Options shathteate; (ii) the Exit Options shall vest to theentt provided for under the Vesting Schedule
under Section 2 herein, and all Exit Options theatehnot otherwise vested shall expire in accordartethe Vesting Schedule; and (iii) the
Performance Vested Options shall vest to the ettenapplicable transaction is an Exit Event ardERit Factor is equal to or greater than
four, but otherwise shall only vest to the extéwaittapplicable performance targets, as describ#dweivesting Schedule under Section 2 herein,
have been achieved, and all Performance Vested@pthat have not otherwise vested shall expirthereffective date of the applicable
transaction. Notwithstanding the foregoing, the @any may cancel all outstanding options effectv@fthe date of the applicable transac
and deliver to Optionee in lieu thereof the diffeze between the Fair Market Value of a Share oml#te of the applicable transaction and the
Exercise Price, multiplied by the number of ves$#sdres that Optionee would have received had Ggaiemercised the Option. For purposes
of the preceding sentence, Optionee shall be deémnael vested in a Share if such Share is not suttjghe Company’s right to repurchase at
its Exercise Price. Notwithstanding anything irstAigreement to the contrary, unless Section 280@déyal, as defined in the Plan, has been
obtained, no acceleration of vesting or paymenil sisaur under this Agreement to the extent thahsacceleration or payment would, after
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taking into account any other payments in the matfitcompensation to which the Optionee would reavight to receive from the Company

and any other Person contingent upon the occurrefirgch Change in Control, result in a “paractpggment” as defined in Section 280G(b)
(2) of the Code.

22. Entire Agreement The Notice of Stock Option Grant, this Agreemamid the Plan constitute the entire contract betwike
parties hereto with regard to the subject matteedfe They supersede any other agreements, repatgisais or understandings (whether oral or
written and whether express or implied) which mlatthe subject matter hereof.
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Exhibit 10.2C
BRIDGEPOINT EDUCATION, INC.
AMENDMENT TO STOCK OPTION AGREEMENT(S)

This Amendment to Stock Option Agreement(s) (tHerfendment(s)”) is made as of December 31, 2010, between CiptistioL.
Spohn (“Optionee™) and Bridgepoint Education, Inc., a Delaware aogtion (the “Company ).

WHEREAS , Optionee was granted the following options tocpase common stock under the Company’s AmendedRasthted
2005 Stock Incentive Plan (the2005 Plan”) and the Company’s Amended and Restated 200k $taentive Plan (the 2009 Plan”) to
purchase shares of common stock of the Companh @atOption " and collectively, the ‘Options "), in each case which were memoriali.
pursuant to option agreements between Optione¢h@n@ompany (each anAgreement” and collectively, the ‘Agreements”):

Number of Shares
Subject to Option
at 12/31/10

Exercise Price Per (Vested and
Plan Grant Number Grant Date Share Unvested)
2005 1194 2/15/200¢€ $ 31¢ 111,43¢
2005 1207 2/15/200¢€ $ 31¢ 223,55¢
2005 1183/123¢ 2/15/200¢€ $ 31¢ 149,117
2005 900 11/27/2007 $ .58t 27,771
2005 901 11/27/2007 $ .58¢ 27,77
2005 1195/124z 11/27/2007 $ .58t 83,33¢
2009 1110 4/14/200¢ $ 10.5( 266,66¢
2009 1699 8/5/2010 $ 15.81 41,70(

WHEREAS , the Agreements provide that in the event Optiaresses to provide services to the Company, Omianlebe entitled
to exercise Optionee’s vested Options for the pleoittime set forth in the Agreements, but in nerater than the term/expiration date of the
Option;

WHEREAS , the Company and Optionee desire to amend theefiggats to provide for an extension of the post-ieation exercise
period (the “Termination Period ") of the vested portion of the Options upon Opéerceasing to provide services to the Company.




NOW, THEREFORE , Optionee and the Company agree that the Agreemtit respect to each of the foregoing Option tgavill
be amended as follows:

1. Definitions. Unless otherwise defined in this Amendment, tediped terms used in this Amendment will havertteanings
given to them in the Agreements.

2. Termination Period For Agreements under the 2005 Plan, the finstesese of the section entitled “Termination Perigdt
forth in each such Agreement is hereby amendedegpidced in its entirety, as follows:

“ Termination of Options. In the event that the Optionee’s Service teatgsa for any reason other than due to a Disabdigth, or
Cause, these options shall expire on the datadffige (5) months following the Optionee’s Termiiom Date, unless these options
would expire pursuant to Section 4 at an earli¢e dawhich case these options will expire on thdier Expiration Date.”

For Agreements under the 2009 Plan, the first sestef the section entitled “Termination — Genesadt forth in each such Agreement is
hereby amended and replaced in its entirety, &el

“If your Service terminates for any reason (exdaghe case of death or Disability), other than@ause, then your Option will expire
at the close of business at Company headquartetteeatate that is five (5) months after your teration date.”

3. No Effect on Other Options This Amendment only amends the terms of the Agients as it relates to the above-described
Options. This Amendment will not affect any otlogtion granted by the Company to the Optionee, hdrgbursuant to the 2005 Plan, 2009
Plan or otherwise.

4. Representations Optionee represents that Optionee has conswitadany tax consultants Optionee deems advisable i
connection with the execution of this Amendment #ved Optionee is not relying on the Company for &ax advice

5. Full Force and Effect To the extent not expressly amended herebyAgineements remain in full force and effect.

6. Entire Agreement This Amendment, together with the Agreementgh{&extent not amended hereby) and the 2005 Plan

and 2009 Plan, as applicable, represent the eagineement of the parties and will supersede anyaliqevious contracts, arrangements or
understandings between the parties with respabet@ptions. This Amendment may be amended atiargyonly by mutual written
agreement of the parties hereto.

7. Counterparts This Amendment may be executed in counterpants,each counterpart will have the same force Hadtes
an original and will constitute an effective, bindiagreement on the part of each of the undersiggadcution and delivery of this
Amendment by exchange of facsimile copies beahiegacsimile signature of a party will constituteadid and binding execution and delivery
of the Amendment by such party. Such facsimildeopill constitute enforceable original documents.
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8. Headings All captions and section headings used in thieeAdment are for convenient reference only andoddonm a
part of this Amendment.

9. Governing Law. This Amendment will be governed by the lawsha State of California (with the exception of iflict
of laws provisions).

10. Authority . The Company has caused this Amendment to be exkbutits duly authorized officer.

IN WITNESS WHEREOF , the parties hereto have executed this Amendnretitedates set forth below.

BRIDGEPOINT EDUCATION, INC. OPTIONEE

/s/ Diane L. Thompso /sl Christopher L. Spoh
(signature’ (signature’

SVP, Secretary & General ounsel SVP / CAO

Title Name

12/31/10 12/31/10

Date Date




Exhibit 10.23
A
Bridgepoint

[

Douglas C. Abts
11499 Stonecroft Terrace
San Diego, CA 92131

July 26, 2010
Re: Offer of Employment
Dear Mr. Douglas Abts,

Bridgepoint Education (THE COMPANY) is pleased feoyou the position oSenior Vice President, Strategy and Corporate
Development. This is a full-time, exempt position to startonday, August 23, 2010 Your regular work schedule is typically standard
working hours unless otherwise indicated by THE GO Y’s Chief Executive Officer. As an exempt emyee, you may work different or
additional hours as necessary. This position iatkxrt inSan Diego, CA

You will receive a copy of THE COMPANY'’s employeartdbook and will be subject to all of the provisiaf this handbook, including the
Code of Ethics and Insider Trading Policy. You wio be required to sign an acknowledgment ofipeoé the handbook.

Should you accept this job offer, per company puodis set-forth in Bridgepoint Education Employeenétaook, you will be eligible to receive
the following:

+  Base Salary:Will be paid in semi-monthly installments ofl$,416.67, which is equivalent to $50,000.0(n an annual basis,
and subject to deductions for taxes and other withihgs as required by law.

e Sign-On Bonus:You are eligible to receive a sign-on bonus inahunt of $0,000.00ess applicable payroll deductions. You
will receive fifty percent (50%) of the sign-on hen(or$25,000.00 on the first payroll date following your initiaéporting to
work. The remaining fifty percent (50%) of thersign bonus (0$25,000.00 will be paid to you on the first payroll datetbe
second to last 2010 Fiscal Year payroll date, krileecember 10, 2010. You understand that theaighonus will be forfeited
in its entirety if you do not accept this offererhployment and/or if you fail to report to work bonday, August 16, 2010. You
also understand that you will be required to reimburHE COMPANY in the event that you voluntariégyrhinate your
employment prior to the completion of one (1) yefr




service. The amount that you will be requireddionburse THE COMPANY from the sign-on bonus is akdted on a monthly
pro-rata basis. Therefore every month of your eymlent reduces the potential reimbursement amoutit¥2™ . For example,
if you voluntarily terminate your employment aftermpleting only six (6) months of service, you vki# required to reimburse
THE COMPANY $25,000.00(and of course will not be eligible to receive geeond installment payment o2$,000.00wvhich
would have been paid on or about December 10, 201§ requirement to reimburse THE COMPANY endsrafou have
completed twelve (12) months of full-time employrhen

Performance Bonus:You will be eligible to participate in th®enior Management and Executive Leadership IncentévPlan.
Your bonus target will bd0% of your annual salary (i.e., for the 2010 fiscahy®100,000.00. Your actual bonus payment will
be contingent on the achievement by THE COMPANY@formance targets established by THE COMPANY argloof
Directors or duly authorized committee thereofr FHE COMPANY'’s 2010 fiscal year, your actual borma/ment will be pro-
rated, based on the number of full fiscal quartérservice completed (i.e., in this case 25%). Yfaust be employed on the last
day of the fiscal year in order to be entitledhattyear’s bonus payment. The actual bonus payyoeninay receive will not be
considered part of your base pay and will subjeetlitrequired payroll deductions.

Stock Options: Upon the commencement of your employment, thefxecutive Officer will recommend to THE
COMPANY'’s Board of Directors that you be awardedritial stock option to purchase a number of shaeTHE COMPANYS
common stock which will be determined by dividiig §425,000. 00, by (2) by the Black-Scholes value of an option to
purchase one share of THE COMPANY’s common stoodf @sdate close to the anticipated date of gratheinitial stock
option, as such value may be determined in accodaiith THE COMPANY'’s standard option grant procefu Such initial
stock option will have an exercise price equah®¢losing price of THE COMPANY’s common stock eparted on the New
York Stock Exchange on the date of grant, and thiefExecutive Officer will recommend that suchti@li stock option have a
maximum term of 10 years and vest and become esadrlei pursuant to the following vesting schedu)e2%% of the option will
vest on the first anniversary of the date of gréijtan additional 2% of the option will vest oaa monthly anniversary of the
date of grant for the thirty-three months followiting first anniversary of the date of grant anijl &in additional 3% of the option
will vest on each of the 46th, 47th and 48th manénniversaries of the date of grant. The ingtakk option will also be subject
to the terms and conditions of THE COMPANY'’s stambfmrm of stock option agreement and applicablgitgdncentive plan.
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You may also be eligible to receive additional ktoptions or other equity incentives as may berdateed from time to time by
THE COMPANY'’s Board of Directors or duly authorizedmmittee thereof, and in each case in its sadesdnsolute discretion,
and in accordance with terms and conditions detexthby THE COMPANY'’s Board of Directors or duly hatized committee
thereof.

«  Benefits: You will also be eligible to participate in THE COMNY’s employee benefit programs and policies wtach offered
to similarly situated full-time executive employedSurrently, such benefits would include the foliog:

¢ 401(k) Retirement Plan

»  Deferred Compensation Plan

*  Executive Severance Plan

*  Execu-Care Executive Benefits Plan: Health, delifaland disability — with eligibility for partigiation on the
first of the month following 30 days of employment

¢  Health and Wellness Program

e Sick Leave and Accrued Vacation

¢« Ten (10) paid Company Holidays

e Corporate Discount Partnerships

Terms of Employment: Your employment with THE COMPANY is “at will” medng that you are not employed for any specifidqueof
time. Your employment can be terminated with atheit cause and with or without notice, at any tiatehe option either of THE
COMPANY or you. Similarly, THE COMPANY retains thight to transfer, demote, suspend or adminigsarigline with or without cause
and with or without notice, at any time. The attwature of your employment relationship may netrbodified except in a writing signed by
both the Chief Executive Officer and you. This stitates the entire understanding regarding theilhtiature of your employment.

No Use of Confidential Information: THE COMPANY is extending this offer due to yowills and abilities and not due to any information
you might possess regarding current or former eygpi |If you accept this offer, keep in mind thati may not bring to THE COMPANY
disclose to THE COMPANY or use in the performantgaur duties for THE COMPANY any confidential infaation, trade secrets,
documents or materials from any other employer.

Non-Compete AgreementYou confirm by accepting this offer and working fiHE COMPANY in the position described above yoll wot
be breaching any previous agreements with prioeyeps. Please attach all agreements you haveeehiteto with any prior employers
relating to confidentiality, including, any non-dissure, non-competition, and non-solicitation agnents or other agreements entered into
upon your termination of employment with any ponployers and sign this letter where indicated wetbacknowledge your acceptance of
employment on these terms.




To accept this job offer:

Please review, sign and return this offer lettaresinail to christina.hastings@bridgepointeducatimm. or faxALL pages of the signed and
dated documents listed above back to us at thedmamfal fax line (858) 848-2056 within 48 Hourgegt of this offer of employment.

Please read the enclosed documents for more infanmabout the benefits that Bridgepoint Educatiffiers. You are subject to review and
complete additional documentation upon request.

We at Bridgepoint Education hope that you will gitdéis job offer and look forward to welcoming yaboard. This position will report to
Mr. Andrew Clark, Chief Executive Officer.

This letter represents an offer of employment ewygint upon the successful completion of pre-empétracreening. Pre-employment
screening includes but is not limited to a crimibatkground investigation, verification of educat@edentials, verification of prior
employment and a professional reference check.

If you agree with the above outline, please sigowe Please note this offer will expire no lateam tomorrowJuly 27, 2010 by 6:00pm
Pacific Daylight Time

Sincerely,
Christina Hastings

Corporate Staffing Manager, Bridgepoint Educatiamtdn Resources

/s/ Douglas Abt:
Douglas Abts Date

Cc: Andrew Clark, Chief Executive Officer




Exhibit 10.39
THIRD AMENDMENT TO LOAN DOCUMENTS

This Third Amendment to Loan Documents (this “Amdeent”) is entered into as of November 30, 2010aiby between
COMERICA BANK (“Bank”) and BRIDGEPOINT EDUCATIONINC. (“Parent”), BRIDGEPOINT EDUCATION REAL ESTATE
HOLDINGS, LLC (“BEREH"), ASHFORD UNIVERSITY, LLC (Ashford”), UNIVERSITY OF THE ROCKIES, LLC (“UOR”) ad
WAYPOINT OUTCOMES, LLC (“Waypoint”, and collectivglwith Parent, BEREH, Ashford, and UOR, each a tBaer” and collectively,
“Borrowers”).

RECITALS

Borrowers and Bank are parties to that certain i€Aggteement dated as of January 29, 2010 (“Crddieement”), that certain
Security Agreement dated as of January 29, 2080 cértain Revolving Credit Note issued on Jan2&r2010, and that certain LIBOR/Prime
Referenced Rate Addendum to Revolving Credit Natedias of January 29, 2010 (as each agreemerberayended from time to time,
including without limitation that certain extensitgtter dated as of March 23, 2010, that certaistAmendment to Loan Documents dated as
of July 30, 2010 and that Second Amendment to UIdacuments dated as of August 5, 2010, togetheravithrelated documents, the “Loan
Documents”). The parties desire to amend the Iaeuments in accordance with the terms of this Adneent.

NOW, THEREFORE, the parties agree as follows:
1. The following defined term in Sectib.1 of the Credit Agreement hereby is amendedestated as follows:

“ Annual Budget” shall mean, for any fiscal year of Parent, theraging budget for such year proposed by Parent’s
management and delivered to Bank in accordanceSegthion 4.4(b), which budget shall include, withibmitation, (1) for each quarter of
such fiscal year, an estimate of Parent’s consi@ilaet income, as defined under GAAP, for suchtquéfor any such quarter, theBudgeted
Net Income”), and (2) an estimate of the total Cash to be helthéyBorrowers at the end of each month of suaalffigear (each such montt
estimate, the Budgeted Cash’); in each case, in form and content reasonabtgpiable to Bank. During any period in which Bereo has
not delivered a final operating budget of the tgpscribed in Section 4(b)(ii), Budgeted Net Incaand Budgeted Cash for each determination
date occurring during such period shall be caledan the basis of the preliminary budget delivéneaccordance with Section 4(b)(i).

2. Section 4.4 (b) of the Credit Agreshereby is amended and restated in its entoatyad as follows:
“(b) Annual Projections For each fiscal year of Parent (beginning whth 2011 fiscal year), Parent shall deliver to E

(i) on or before December 31 of the prior fiscahmyea preliminary operating budget for such yeat @) on or before March 1 of such year, a
final operating budget for such year that has laggroved by Parent’s board of directors.”

3. Bank and Borrowers hereby agreeBoatowers shall not be required to provide Banthvei deed of trust or other security
instrument with respect to that certain real propacquired by Ashford in October 2010 which isdted at 2300 Lincolnway, Clinton, lowa
52732 and previously known as the Best Westerntiermimn.

4, Bank hereby acknowledges and cosgemshford’s proposed change in accreditatiomftbe Higher Learning
Commission of the North Central Association of @gs and Schools to the Western Association of @slamd Colleges.

5. No course of dealing on the pamBanfk or its officers, nor any failure or delay iretexercise of any right by Bank, shall
operate as a waiver thereof, and any single orgbartercise of any such right shall not precludeg kater exercise of any such right. Bank’s
failure at any time to require strict performangeabBorrower of any provision shall not affect aight of Bank thereafter to demand strict
compliance and performance. Any suspension orevaif’a right must be in writing signed by an offiof Bank.
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6. Unless otherwise defined, all iligizapitalized terms in this Amendment shall bedafned in the Loan Documents. The
Loan Documents, as amended hereby, shall be aralnmémfull force and effect in accordance withitlrespective terms and hereby are
ratified and confirmed in all respects. Excepeggressly set forth herein, the execution, delivand performance of this Amendment shall
operate as a waiver of, or as an amendment ofrighty power, or remedy of Bank under the Loan Doeuts, as in effect prior to the date
hereof.

7. Each Borrower represents and wasrtrat the Representations and Warranties containtbeé Loan Documents are true
and correct in all material respects as of the dhtkis Amendment, and that no Event of Defauk bacurred and is continuing.

8. As a condition to the effectivenegthis Amendment, Bank shall have received, imf@nd substance satisfactory to Bank,
the following:
@) this Amendment, duly executed by ectrower;
(b) an amendment fee in the amount oé Hundred Dollars ($500), which may be debited fieomy of
Borrowers’ accounts;
(c) all reasonable Bank Expenses incuttienligh the date of this Amendment; and
(d) such other documents, and compladicsuch other matters, as Bank may reasonably desessary or
appropriate.
9. This Amendment may be executed im &wmore original, facsimile or PDF counterpagach of which shall be deemed an

original, but all of which together shall constéuine instrument.




IN WITNESS WHEREOF, the undersigned have executedAmendment as of the first date above written.

COMERICA BANK

By: s/ Greg Parl

Name: Greg Parl

Title: VP

BRIDGEPOINT EDUCATION, INC.
a Delaware corporatic

By: /s/ Brandon Pop

Name: Brandon Pope
Title: Corporate Controlle

BRIDGEPOINT EDUCATION REAL ESTATE
HOLDINGS, LLC,
an lowa limited liability compan

By: Bridgepoint Education, Inc

a Delaware corporatic
Its:  Sole Membe

By:  /s/ Brandon Pop

Name: Brandon Pop:
Title: Corporate Controlle

[ Signature Page to Third Amendment to Loan Documehts




ASHFORD UNIVERSITY, LLC,
an lowa limited liability compan

By: Bridgepoint Education, Inc

a Delaware corporatic
Its:  Sole Membe

By: /s/ Brandon Pop

Name: Brandon Pop:
Title:  Corporate Controlle

UNIVERSITY OF THE ROCKIES, LLC
a Colorado limited liability compan

By: Bridgepoint Education, Inc

a Delaware corporatic
Its:  Sole Membe

By: /s/ Brandon Pop

Name: Brandon Pop:
Title:  Corporate Controlle

WAYPOINT OUTCOMES, LLC,
a Delaware limited liability compar

By:  Bridgepoint Education, Inc

a Delaware corporatic
Its:  Sole Membe

By: /s/ Brandon Pop

Name: Brandon Pop:
Title:  Corporate Controlle

[ Signature Page to Third Amendment to Loan Documehts
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Exhibit 10.54

*** Confidential portions of this document have Ipeedacted and filed separately with the Commission

Fourth Addendum to Master Services and License Agement between
Bridgepoint Education and eCollege.com

This Addendum (‘Addendum ") to the Master Services and License Agreememntden Bridgepoint Education, Inc. Customer”) and
eCollege.com (‘€College”) for the delivery of online courses, dated Segdien9, 2009 (the Agreement”), is entered into effective as of the
date of last signature set forth below.

WHEREAS, Customer and eCollege previously entememthe Agreement; and
WHEREAS, the parties wish to amend the Agreemema® specifically set forth below.

NOW THEREFORE, in consideration of the promisestualicovenants and agreements contained hereirgthad good and valuab
consideration, the sufficiency of which is herelokrzowledged by the patrties, the parties agreelksvia

1) Services Credit. In return for a payment of $[***] (due and payahipon the effective date of this Addendum) eCollege=by issues
Customer a services credit of $[***] for the Initiderm of the Agreement (the “Services Credit"heTServices Credit may be used to
offset technical consulting, academic servicesgmoduct implementation fees (the Services Credit n@ be applied to any Technology
Services Fees, product use or license fees or atgw@y fees). Any portion of the Services Creditused during the Initial Term shall
automatically forfeited at the end of the Initi@fin. The Services Credit may be used, in whola part, for services activities pursuant
to formal Statements of Work.

2) Agreement Terms Unchanged. No terms or conditions of the Agreement, othantthe amended terms set forth in this Addenduen, ar
changed by this Addendum. Terms not defined hesle@i have the meanings set forth in the Agreement

IN WITNESS WHEREOF, the parties have entered ihits Addendum effective upon the day first aboveteni. The persons executing this
Addendum for and on behalf of the parties herepoasent that they are fully authorized to do scaftit on behalf of their respective principals.

eCollege.con Bridgepoint Education, Inc.
By: /s/ Matt Leavy By: /sl Thomas Ashbroo
Matt Leavy, Presider Name: Thomas Ashbroo

Title:  SVP/Chief Information Office

Date: 10/14/201C Date: 10/11/201C
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporationdfgrence in the Registration Statements on Forn{l{$68333-159220, No. 333-164405 and
No. 33:-171571) of Bridgepoint Education, Inc. of our reated March 1, 2011 relating to the consoliddiegincial statements, financial
statement schedule and the effectiveness of irflteamdrol over financial reporting, which appeanghis Form 10-K.

/sl PricewaterhouseCoopers LLP
San Diego, California
March 1, 2011
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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. | have reviewed this Annual Report on Forn-K of Bridgepoint Education, Inc
2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessarn

make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13a15(f) and 15d-15(f)) for the registrard have:

a. Designed such disclosure controls and proceduresused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b. Designed such internal control over financial réipgr or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assereegarding the reliability of financial repogdiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

C. Evaluated the effectiveness of the registrantelasire controls and procedures and presentedsimeport our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period cougyeddis report based on such
evaluation; and

d. Disclosed in this report any change in the regigisanternal control over financial reporting tleatturred during the registran
most recent fiscal quarter (the registrant's fofigibal quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer(s) anlblve disclosed, based on our most recent evaluatiorernal control over financii
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contraéiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéin the registrant
internal control over financial reporting.

Date: March 1, 2011

/sl ANDREW S. CLARK

Andrew S. Clark
CEO and Presider
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EXHIBIT 31.2
CERTIFICATION PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002
I, Daniel J. Devine, certify that:
1. | have reviewed this Annual Report on Forn-K of Bridgepoint Education, Inc
2. Based on my knowledge, this report does not comaynuntrue statement of a material fact or omététe a material fact necessarn

make the statements made, in light of the circunt&ts under which such statements were made, nkadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements$ atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13a15(f) and 15d-15(f)) for the registrard have:

a. Designed such disclosure controls and proceduresused such disclosure controls and proceduies ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneggh

b. Designed such internal control over financial réipgr or caused such internal control over finahetporting to be designe
under our supervision, to provide reasonable assereegarding the reliability of financial repogdiand the preparation of
financial statements for external purposes in atamoce with generally accepted accounting princjples

C. Evaluated the effectiveness of the registrantelasire controls and procedures and presentedsimeport our conclusior
about the effectiveness of the disclosure contints procedures, as of the end of the period cougyeddis report based on such
evaluation; and

d. Disclosed in this report any change in the regigisanternal control over financial reporting tleatturred during the registran
most recent fiscal quarter (the registrant's fofigibal quarter in the case of an annual repod) lttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportinggdan

5. The registrant's other certifying officer(s) anlblve disclosed, based on our most recent evaluatiorernal control over financii
reporting, to the registrant's auditors and thatanmmmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contraéiofimancial reporting whic
are reasonably likely to adversely affect the itegig's ability to record, process, summarize apbrt financial information; ar

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéin the registrant
internal control over financial reporting.

Date: March 1, 2011

/s/ DANIEL J. DEVINE

Daniel J. Devine
Chief Financial Officel
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report ofdgepoint Education, Inc. (the "Company") on ForrKLfor the period ended December 31,
2010, as filed with the Securities and Exchange @@sion on the date hereof (the "Report”), eadefundersigned does hereby certify,
pursuant to 18 U.S.C. Section 1350, as adoptedipntdo Section 906 of the Sarbanes-Oxley Act 6f2@hat:

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

2. The information contained in the Report fairly gets, in all material respects, the financial cGadiand results of operatio
of the Company.

Dated: March 1, 2011

/sl ANDREW S. CLARK

Andrew S. Clark,
CEO and President
(Principal Executive Officer

Dated: March 1, 2011

/s/ DANIEL J. DEVINE

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

This certification shall not be deemedgtil for purposes of Section 18 of the Exchange éwttherwise subject to the liability of that
section. This certification shall not be deemetl@dncorporated 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 hbsen provided to the Company and will be retalmethe Company and furnished to the
Securities and Exchange Commission or its stafiiupguest.
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