Vatterott Educational Centers, Inc.

EEEm Educational Centers, Inc

PO. Box 28269
Olivette, MO 63132
www.vatterott-college.edu

Phone: 314-264-1500

January 21, 2011

Carolyn Small

Postsecondary Registration Administrator/Policy Analyst
Towa College Student Aid Commission

603 E. 12th Street, 5% Floor

Des Moines, Iowa 50309

Re: Amendment to Registration to add Vatterott College - Sunset Hills
Dear Ms. Small,

As you may remember from our previous conversation, Vatterott College - Sunset Hills in
Sunset Hills, Missouri, would like to offer its’” online programs to residents of lowa. You had
suggested that we amend our Des Moines registration to add the Sunset Hills location. 1
attached the amendment paperwork.

You also mentioned that some of our policies, both for our Des Moines and Sunset Hills
location may need to be re-drafted and very kindly suggested that you could help with
revisions to the policy. I will communicate with you further in the next week to set up a
time suitable to you that we could talk further about some of these revisions.

Please let me know if you need further information or have any questions. Thanks

again for your time in this matter.
With regards,
nd'Lova ZW

Associate Counsel
Office: 314-264-1868
Email: bond.lovasz@vatterott-college.edu

Career Skills for a Better Life!

NorthPark * Sunset Hills « Memphis « Kansas City * Cleveland « O'Fallon + Tulsa + P’Ecole Culinaire *+ Oldahoma City
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B Educational Centers, Inc

PO, Box 28269
Olivette, MO 63132
www.vatterott-college.edu

Phone: 314-264-1500

September 1, 2010

Via Electronic Mail

Ms, Carolyn Small

Policy Analyst

Iowa College Student Aid Commission
200 10th Street, Fourth Floor

Des Moines, TA 50309
Carolyn.Small@iowa.gov

Re:  Vatterott College-Sunset Hills
Operation of Online Campus in Iowa

Dear Ms. Small;

It was a pleasure speaking with you on August 17, 2010, regarding the possibility of
Vatteroit College-Sunset Hills (the “College™) making its online programming available (o Towa
residents, and whether and to what extent registration with the Towa College Student Aid
Commission (the “Commission™) would be advised, We were extremely appreciative for your
time and guidance., During the course of our conversation, you indicated that with the exception
of its Medical Assistant program, the College may be able to begin offering its online programs
to Iowa residents without obtaining any new registration from the Commission, Prior to offering
the Medical Assistant program, you suggested that the College may need to seek an amendment
to the existing registration of the Vatterott College-Des Moines location, already physically
located, registered, and operating in the State, Finally, you noted that it would be helpful to you
if we provided a written description of the program offerings and related activities the College
would like to undertake in fowa. Following, please find such a description for your review.

Program Offerings
At present, the College offers the five, online programs listed below, cach of which is
delivered through the “eCollege” online learning platform and utilizes an asynchronous learning

format. The College would plan to offer each of these programs to Iowa residents.

Medical Assistant -~ Associaie of Qceupational Studies

The College’s Medical Assistant AOS program is designed to prepare students for
employment as an entry level Medical Assistant. Students graduating from this program obtain
the skills necessary to secure employment in the medical ficld, working in both administrative

Career Skills for a Better Life!
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Ms. Carolyn Small
September 1, 2010
Page 3 of 4

Information Systems Security — Diploma

This purpose of the Information Systems Security Diploma program is (o meet the
increasing need for trained computer professionals in the area of information systems security.
The program addresses contemporary security needs and assists students in their preparation for
the Security+ and CISSP certifications. The program consists of 60 weeks, 72 Quarter Credit
Hours of Information Systems Security and associated lab work. All lab work also is completed
online, in a virtual environment, Instruction is designed for entry every 10 weeks.

“Your Role in the Green Environment” - Non-Accredited Professional Development
Course

This professional development course is designed to help learners understand their
impact on the environment. The course provides information on what it means to “build green,”
as well as a broad overview of the ever-changing green environment initiatives. The course also
provides an overview of the changes in the construction industry resulting from an increased
focus on sustainable design and environmentally-fiiendly practices. Upon completion of this
course, learners receive a certificate of completion. The course consists of 15 hours of
instruction over 4 weeks.

Related Activities

The College would plan to conduet national marketing and advertising of the online
programs to be offered in Iowa, to potentially include national television and Internet
advertisements, In these advertisements, the College would nof specifically target the residents
of Towa or any other state. Indeed, the College would not engage in any marketing or recruiting
activity designed specifically to target lowa residents (e.g., placing advertisements in Iowa
papers, running advertiseiments on lowa-based television or radio stations, mailing JIowa
residents written materials).

The College would nor plan to physically recruit for its online programs in Iowa, or to
otherwise engage in any form of solicitation that specifically contacis or targets lowa residents.
The College does, however, expect that information concerning its online programs would be
available at Vatterott College-Des Moines.

The College notes that it presently is operating under an ACCSC-approved Consortium
Agreement with the other ACCSC-accredited colleges within the system of Vatteroit Educational
Centers, including Vatterott College-Des Moines, pursiant to which students envolled in
Vatterott College-Des Moines can take certain online courses delivered from the College, which
may be applied toward the program offered by the Des Moines location,

Finally, the College does not presently employ any Jowa residents as instructors for its
online programs.




lowa College Student Aid Commission

Postsecondary Approval and Regisiration Administrator
200 10" Street, Fourth Floor
Des Moines, 1A 50309
(515) 725-3470

Application for Approval and Registration
of Postsecondary School
lowa Code Chapter 261B

Pursuant fo lowa Code Chapler 261B, the undersigned school applies for registration to conduct or maintain one or more
courses of instruction, including courses of instruction by correspondence, where the courses are offered in lowa or the school
has a presence in lowa and desires o offer courses in other states or foreign countries,

Submit a paper document and a complete duplicate in pdf format on a CD.
Applications may be submitted electronically by contacting the Postsecondary Approval Administrator at the lowa
College Student Aid Commission.

Applications for an initial approval and registration must include a non-refundable check for $4,000 payable to the
State of lowa.

Applications fees are to be sent to:

Postsecondary Approval and Registration Administrator
200 10th Street, Fourth Floor
Des Moines, 1A 50308

All items must be completed before the application will be considered as received by the Commission. Attach additional
pages as needed 1o provide the requested information. Responses are required to have a minimum of a summary paragraph
on this form. Responses that include only statements similar to "please see attached®, will be considered incomplete. Other
documents or materials may also be attached to support the application. Attachments must be tabbed and clearly marked on
both the paper and pdf documents..

(Registrations must be renewed every four years or upon any substantive change In program offerings, location, or
accreditation.)

Name of school and address of the principal office as defined in lowa Code Section 490.140 or 510.141:
[(261B.4(2))} and [(261B.4(1))]
4
[

Name of School: %/ 51 11-% V{)Hl C\]l

Suite;

Street: 100U el
City:_ &) fth kel

State: [0V 4
Zip: BbAal

Couniry: ]
Telephone Number (including country or area code): S |5 — 304 ~4 000

Type of corporation:
(¥ For-profit
{ ] Non-proiit

Addrass of this school in all in other states, and in foreign countries;
3
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Suite Street City State Zip Country Telephone
V3470 Mairer Tl prite  Suwie] Hilf | b At A~ S 3-HH 0
Address of all locations in fowa where instruction is to be provided
Suite Street City State Zip Country Telephone
Tuition charges, fees and other costs payable to the school by a student. [(261B.4(3))]
Program to be Books and
Offered in lowa Tuition Fees Supplies Other Total
wiprnatign SuChuns feusny li 16, 00 Q0 ¢ L0, 00 VAR 120,20.00
Medial Afiat S Y93 000 00 LA00.00  |vauy 932,400.00
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Dt ran PMing | 4hSD, 416,00 9525 0) Z,
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J1 4 ¢

L
Refund policy of the school for the return of refundable portions of tuition, fees, or other charges [(261B. 4(4y) if Coprses
the refund policy is attached, ptease summarize the policy helow.

Degrees granted by the school [(261B.4(5))]

Offered in lowa

[(261B.4(11)))

Offsred outside of lowa

w’

Name, business address and telephone number of the chief executive officer of the school: [(261B.4(7))]

Name: W\WM B@l \

Suite;_ 22

(gl
e



Streat: CM}‘QO DIN£ %\Vﬁ‘l .

City:__ DI eth®

State: _ AL DS

Zip: __[t%12

Country: __i{ Pc

Telephone Number (including country or area code): 31 - 2~ {500

Provide a copy or description of the means by which the school intends to comply with 2618.9 [(261B.4(8)}).
Code section 261B.9 is as follows:

261B.9 DISCLOSURE TO STUDENTS.
Prior to the commencement of a course of instruction and prior to
the receipt of a tuition charge or fee for a course of instruction, a
schoof shalt provide written disclosure to students of the following
information accompanied by a statement that the information is being
provided in compliance with this section:

1. The name or fitle of the course.

2. A brief description of the subject matter of the course.

3. The tuition charge or other fees charged for the course. ifa
student is enrolled in more than one course at the school, the
tuition charge or fee for all courses may be stated in one sum.

4. The refund policy of the school for the return of the
refundable portion of tuition, fees, or other charges. If refunds
are not to be paid, the information shall state that fact.

5. Whether the credential or certificate issued, awarded, or
credited to a student upon completion of the course or the fact of
complstion of the course is applicable toward a degree granted by the
schoo! and, if so, under what circumstances the application will be
made.

8. The name of the accrediting agency recognized by the United
States department of education or its successor agency which has
accredited the school.

Response:
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Name, address, and telephone number of a contact person in lowa. [(261B.4(10))]

Neme. \)M(WW/V Vodrentl wivede ~ Def Mnjnsf Chn W/ Diredr
Sturleeet. moo PIC DIAV?,
City:__ Del (oing)

State: __ LWL
Zip: DA AN
Country: W




Telephone Number (including country or area code): 51§} 7 Gﬁi” ”7000

Name, address, and title of the other officers and members of the legal governing body of the schook:
[{(261B.4(6))]

Officer Number 1

Name:_DEAIMS WMNL o

Suite:_2NW2
Street: 4200 By BLA.
City: D\l

State: D
Zip: TP
Couniry:

Telephone No. (including country or area code): _3{4-Alpl - 15DV
For officers 2 or more, add pages as needed:
Owner Number 2
Names and addresses of persons owning more than 10% of the school: {(261B.4(8))]

Name:
Suite;
Street:
City:
State:
Zip:
Country:
Telephone Number {including country or area code):

For owners 2 or more, add pages as needed

Name all agencies accrediting the institution. For each agency, include name, address, telephone number, and
whether the agency is recognized by the U.S, Department of Education. [{261B.4(9))] Attach copies of
accreditation certificates of status for each agency. If the towa location is not accredited, provide accrediting
agency certification that the lowa location will be granted accreditation upon approval by the College Student Aid
Commission. Provide documentation that every location of applicant school is approved by the
accrediting agency and in good standing, for all locations throughout the world,

Accrediting agency 1

Name: ,f{\;w( { 0\/"1’\\/\\% WMWJJ oy OWL (Wi &V\U{)\I M/\d_ (N\\f.ﬁzﬁ(
Suite: s

street: 4100 Wilson Bivdl

City:_ fivundten

State: VA Y

Zip: 2AMI

Country: JJH

Telephone Number (including country or area code): 103 = 247~ {212

Contact Person:

Is this agency racognized by the U. S. Depariment of Education? [)Aj Yes[1No



Accrediting Agency 2

Name:

Suite:

Street:

City:

State:

Zip:

Country:

Telephone Number {including country or area code}:

Contact Person:

Is this agency recognized by the U. S. Department of Education? [ Yes [] No

Accrediting Agency 3

Name:

Suite:

Street:

City;

State:

Zip:

Country:

Telephone No. (including country or area code;):

Contact Person:

Is this agency recognized by the U. S. Department of Education? [] Yes [} No

Accrediting Agency 4+

Respond on a separate page:

Describe the procedures followed by the schoo! for permanent preservation of student records. [(261B.4{12)}]
eron Colleue — funbed YalS o] Soudiadt okl 1o d v e Rogisaar J
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Provide the contact information to be used by students and graduates who seek to obtain transcript information.

Name: 0%%65@’&{ Rl indon

Suite;

Streef. 17070 MARILE Tl DL

City:__SATe YUl
State: Nl

O
Zip: 2l AT

Country:

Telephone Number. (including country or area code)._3|{~-HY A7~ A4% ¢

7



List the states and approval or registration agencies for all states in which the school operates or maintains a

presence.
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Describe the academic and instructional methodologies and delivery systems to be used by the school and the
extent to which the school anficipates each methodology and delivery system will be used,, including, but not
limited to, classroom instruction, correspondence, internet, electronic telecommunications, independent study,
and portfolic experience evaluation. {{261B.4(13))]

_ Ml 78 piin it Vit Colege - [ugph Holf okt
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Provide the name of every other State of lowa agency required to approve the applicant school in lowa, the
school's contact person at the agency and the current status of that approval. Attach documentation in the form
of a letter or certificate for each agency. NW\@,

Agency Name Contact Person Telephone Number Approval Status

Is the school subject to a !imitation, suspension or termination (LST) order issued by the U.8. Depariment of
Education?
[]Yes| %No
if yes, explain below.




Provide the name and contact information for a U. S. Department of Education official who can verify the LST
statement.

Do you:
Enroll students in lowa? [} Yes [{ No
Employ lowa faculty? [} Yes § No
Po you intend to:
Enroll students in lowa? [ ] Yes N
No Employ lowa faculty? [ Yes [ No

Describe current operations or plans to enroll students in lowa or employ lowa faculty. e
\ Oy, 14 fiA] Asel e\ enall Im g eipploy Ay WA
T il Ak \onad advech/ivg (@inpaid Wok iir

A |wiat VPUAY ity dhe adzided Vhe o fwtir Adduphdia .

Name, address, and telephone number of full-time employees in lowa. Tole-

Name:
Suite:
Street:
City:
State:
Zip:
Country:
Telephone Number {including country or area code):

Will your school comply with Jowa Code section 261B.7 limiting the use of references to the Secretary of State,
State of lowa, or College Student Aid Commission in promoticnal material (See the fowa Code for details)

i Yes [] No

Will your school comply with the requirements of fowa Code section 261.9(1)°¢” to "g"? {
{See the fowa Code for details.) [} Yes [ ] No
Does the school agree to file annual reports that the Commission requires from all lowa colleges and universities?

i Yes []No



Attached a copy of the applicant school’'s most recent audit prepared by a certified public accounting firm no more
than 12 months prior to the application and state below where, in the audit report, there is evidence that the

auditor is providing an unqualified opinion. K\’\YA&I’U\M 1§ AW Wl (i MM (tpork .

Describe how students will be provided with access to fearning resources, including appropriate library and other
support services requisite for the schools' degree programs.

by Wl e UL Sy N Vil Y fourd @ater  wivd)
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Provide evidence that faculty within an appropriate discipline are involved in developing and evaluating curricuium
for the program(s) to be registered in lowa.

T @Wm! U\ﬁu fo qum»m MMJ:W Ommdifff 19:' mf/h mz/ A, %
Py 7 _
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%‘W}( oF fUe (ahmipid] m;h/m Fir 4 fh\na n4~ LAMIALELE  apuidotd s

Provide evidence that the school has adequate physical facilities appropriate for the program(s) to be
offered and are located in the state. Include a copy of a signed agreement for a facility purchase or lease
or option to purchase or lease, Please include a photograph of the location.

WW ﬂW?f @ﬁfmd éWR mfwlr%tu’ ‘*r\hwé ’N feiNer | w f
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Include & statement, signed by the chief executive officer of the applicant school, on school letterhead,
demonstrating the school's commitment to the delivery of programs located in lowa, and agreeing to provide
alternatives for students to complete programs at other institutions if the applicant school closes the program
before students have completed their courses of study.

Statement may be in an attached document.

Provide an organizational plan that shows the location and physical address, telephone number, fax number and
contact information for all internet-based and site-based educational locations, administrative, and service centers
operated by the applicant and any parent organization.

¢ siool i dWNA oy VAT eAwaRopal @inee, 1L, wWhidh (7 [viodzd
At 4200 D\ Blvd, Ske 203 oftiedie gy (22 W plasiee ot 10 314~ AU~ D0
AnA Y A% U 3% AWM 1901 pUd s v A ddadd fy dag dier o I -fivia

Provide documentation showing the school's policy for the resolution of student and graduate comments and
complaints. Provide complete contact information to which complainants may be referred.

A fkwol v g lrag- fiv 410 (elolubn of phudond and padia.

AT pund] LoZidn iy 7 Toeahd phle % o cwl (oamnpu] rM?tftj,f

{

Provide a copy of a current Certificate of Authority provided by the applicant’s home state and the lowa Secretary

of State.
& oppy ob A Uy it of Aty frin Wi U phdd.

Provide the U.S. Department of Education cohort defauit rate for each associated organizational entity for which
the U.S. Department of Education reports a cohort default rate,

TR oivnd (phod MSauk YA tponed i 00 LS Mgt
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Provide the average debt upon graduation of individuals completing programs at each branch location and the
entire organization,

:

‘ D by gr fambed ALl - onding (abmM! J

a0t

Provide the U. 8. Depariment of Education cohort graduation rate for each branch location and the total
organization, showing rates for graduates of diploma, two-year, and four-year, programs if those rates are
reported to the U. S. Department of Education National Center for Education Statistics.

VG TS T [opue v 1 113 PUGA 77 Th iigud LA
T T UG DIa/meed o acakion

SIGNATURE

Applicant School Chief Executive Officer

)%MC’/A 5. Bel/ CED /e sident

Name Title

wt A Bl a@m Zo “20//

tgnature Date

If any information in this application changes between the time of application Commission action, the
school must inform the Commission by filing an Amended Application clearly indicating the information
which is being amended. Amendments must be received before the Commission takes action.
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Attached herewith is the Vatterott College — Sunset Hills response to the College Student Aid
Commission Application for Approval and Registration of Postsecondary School. We are pleased to have
the opportunity to supply this response.

Describe the procedures followed by the School for permanent preservation of student records.

The school keeps all student records locked in the Registrar’s office located in Sunset Hills, Mo, After 5
years, the files are moved to a secure storage area.

List the states and approval or registration agencies for all states in which the school operates or
maintains a presence.

Missouri — Missouri Department of Higher Education
3515 Amazonas Drive, Jefferson City, MO 65109
573-751-2361

Contact: Mr. Leroy Wade

Nebraska - Nebraska Department of Education
301 Centennial Mall South

Lincoln, NE 68509

402-471-2295

Contact: Carol Grell

Kansas — Kansas Board of Regents
1000 SW Jackson, Ste 520
Topeka, KS 66612

785-296-3421

Contact: Jacqueline Johnson

Describe the academic and instructional methodologies and delivery systems to be used by the school
and the extent to which the school anticipates each methodology and delivery system will be used,
including but not limited to, classroom instruction, correspondence, Iinternet, electronic
communications, independent studies, and portfolio experience evaluation,

Vatterott College partners with eCollege to offer students an interactive learning experience. Each
student who enrolls in a Vatterott College online program will be issued a user name and password
which provides unlimited access to the online learning system. This system was selected for its ability to
create learning content using web based tools; develop custom learning paths for individual students or
groups; facilitate student participation, communication, and collaboration; and evaluate student’s work
using assessment capabilities for outcomes. eCollege applications are intuitive and easy to use for
students and instructors and are built on a scalable enterprise technology that facilitates growth and
performance,



The eCollege Learning Management System provides the following functionality to maintain constant
communication between the student and faculty members:

- An announcements section to update students on important events happening inside and
outside of the classroom.

- Discussion boards which allow the instructors and students to communicate asynchronously
throughout each week.

- Live chat functionality to allow for real-time interaction and real-time lecture presentations

- Recorded lectures so the students can view presentations asynchronously

The eCollege Learning Management System also provides the following to communicate with the
students:

- A “What's new” section to alert the students to any new materials that have been added since
they last logged in Gradebook feedhack functionality so the student know exactly where they
stand in the course

- Email and discussion board functionality for answering student questions/concerns.

Provide the name of every other State of lowa agency required to approve the applicant school in
lowa, the school’s contact person at the agency and the current status of that approval.

Vatterott College — Sunset Hills does not require approva! from any other agency in the state of lowa.
Describe the current operations or plans to enroll students in lowa or employ lowa faculty.

Vatterott College — Sunset Hills Online plans to conduct national marketing and advertising of the online
programs to be offered in lowa, to potentially include national television and Internet advertisements.
In these advertisements, the School would not specifically target the residents of lowa or any other
state. Indeed, the School would not engage in any marketing or recruiting activity designed specifically
to target lowa residents {e.g., placing advertisements in lowa papers, running advertisements on lowa-
based television or radio stations, mailing lowa residents written materials).

The School would not plan to physically recruit for its online programs in lowa, or tc otherwise
engage in any form of solicitation that specifically contacts or targets lowa residents. The College does,
however, expect that information concerning its online programs would be available at the Vatterott
College — Des Moines location.

Also, the School does not presently employ an instructor from the state of lowa.

Description of how students are provided access to learning resources, including appropriate library
and other support services requisite for the schools degree programs.

Learning Resource Center/Library



Vatterott College Learning Resource Center (LRC)/Library provide materials to support the mission and
curriculum and assist each student to attain his/her educational goals.

The LRC/Library schedule is posted in the Learning Resource Center. Students also have access to an
electronic library system to support the programs and students of the institution. The electronic library
system will provide online reference databases accessible 24 hours a day via the Internet. The virtual
library will give the student access to textbooks, periodicals, white papers, research journals, electronic
resources, and resource materials that the students will use to complete their area of study.

Here are the databases that we have access to along with a brief description of each:

Associgtes Programs Source Plus contains more than 1,700 fuli-text journals as well as more than 200
full-text books. This database is designed specifically for the research needs of two-year colleges, and
provides comprehensive coverage of the most relevant associates program level content.

Computers & Applied Sciences Complete covers the research and development spectrum of the
computing and applied sciences disciplines. CASC provides indexing and abstracts for more than 2,000
academic journals, professional publications, and other reference sources from a diverse collection. Full
text is also available for more than 950 periodicals.

GreenFILE offers well-researched information covering ali aspects of human impact to the environment.
tts collection of schotlarly, government and general-interest titles includes content on global warming,
green huilding, pollution, sustainable agriculture, renewable energy, recycling, and more. The database
provides indexing and abstracts for more than 384,000 records, as well as Open Access full text for more
than 4,700 records.

Library, Information Science & Technology Abstracts (LISTA) indexes more than 560 core journals, nearly
50 priority journals, and nearly 125 selective journals; plus books, research reports and proceedings.
Subject coverage includes librarianship, classification, cataloging, bibliometrics, online information
retrieval, information management and more, Coverage in the database extends back as far as the mid-
1960s,

MEDLINE with Full Text is the world's most comprehensive source of full text for medical journals,
providing full text for more than 1,450 journals indexed in MEDLINE, Of those, more than 1,430 have
cover-to-cover indexing in MEDLINE, and of those, 553 are not found with full text in any version of
Academic Search, Health Source or Biomedical Reference Collection.

Teacher Reference Center provides indexing and abstracts for 280 of the most popular teacher and
administrator journals and magazines to assist professional educators.

Some specific titles are:

* MEDICAL
CMA Today
Drug Topics
Pharmaceutical Processing
Nursing



*  INFORMATION SYSTEMS
PC World
Maximum PC
Information Week
Certification Magazine

s  BUSINESS
Time
Newsweek
New York Business Journal

Provide evidence that faculty within an appropriate discipline are involved in developing and
evaluating curriculum for the programs to be registered in lowa.

Vatterott College has regular programmatic meetings in which the faculty can express their views with
regard to the curriculum, as well as other concerns they may have. Additionally, Vatterott College
reaches out to the business community. There are Program Advisory Committees (PAC) that meet twice
per year. The PAC for each program consists of companies in the respective field of study and provides
input into the curriculum and delivery of the program.

Provide evidence that the school has adequate physical facilities appropriate for the programs to be
offered and are located in the state. Include a copy of a signed agreement for a facility purchase or
lease. Please include a photograph of the location.

The programs offered are entirely based online. The server is located off-site at the eCollege facilities.
Pearson eCollege Headqguarters

4800 S. Monaco Street, Suite 200

Denver, CO 80237

Local 303.873.7400

Fax: 303.873.744%

The lease for Vatterott College — Sunset Hills is attached.

Organizational Plan showing the location and physical address, telephone number, fax number, and
contact information for all internet based and site based educational locations, administrative, and
service centers operated by the applicant and any parent organization.

Vatterott College — Sunset Hills
12790 Maurer industrial Drive
Sunset Hills, Missouri 63127



Phone 314-843-4200
Fax 314-843-1709

Parent Company-

Vatterott Educational Centers, Inc.
9200 Olive Blvd, Ste 222

Olivette, Missouri 63132

Phone 314-264-1500

Fax 314-264-1501
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Report of Independent Auditors

The Board of Directors
Vatterott Educational Centers, Inc.

We have audited the accompanying consolidated balance sheets of Vatterott Educational
Centers, Inc. (the Company) as of December 31, 2009 (Successor) and 2008 (Predecessor), and
the related consolidated statements of income, changes in shareholders’ equity, and cash flows
for the period from November 5, 2009 through December 31, 2009 (Successor), the period from
January I, 2009 through November 4, 2009 (Predecessor), and the year ended December 31,
2008 (Predecessor). These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on
our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government Audifing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. We were not engaged to perform an audit of the
Company’s internal control over financial reporting. Our audits included consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Vatterott Educational Centers, Inc. at December 31, 2009
(Successor) and 2008 (Predecessor), and the consolidated results of its operations and its cash
flows for the period from November 5, 2009 through December 31, 2009 (Successor), the period
from January 1, 2009 through November4, 2009 (Predecessor), and the year ended
December 31, 2008 (Predecessor), in conformity with U.S. generally accepted accounting
principles.

In accordance with Government Auditing Standards, we have also issued our report dated
April 9, 2010, on our consideration of the Company’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
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testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Our audits were conducted for the purpose of forming an opinion on the basic consolidated
financial statements taken as a whole. The accompanying other financial information, which
includes the calculation of the Title IV 90/10 revenue test, related-party transactions, and
combining statement of income before income taxes required by the U.S. Department of
Education, are presented for purposes of additional analysis and are not a required part of the
basic consolidated financial statements. Such information has been subjected to the auditing
procedures applied in our audits of the basic consolidated financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic consolidated financial

statements taken as whole.
Sanet + MLL P

April 9,2010
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Assets
Current assets:

Cash and cash equivalents
Accounts receivable, net
Due from Holdings

Inventories

Deferred income taxes
Income taxes refundable
Prepaid expenses

Total current assets

Property and equipment, net
Due from Heldings

Goodwill

Other intangible assets, net

Total assets

Vatterott Educational Centers, Inc.

Consolidated Balance Sheets

December 31,

2009 2008
§ 3,000,396 S 8,551,871
11,294,338 26,489,978
- 3,700,000
1,372,867 1,085,727
85,625 197,054
3,963,399 -
2,721,794 2,210,425
22,438,419 45,235,055
31,854,514 22,523,897
- 51,657,228
266,201,139 107,389,289
75,784,355 1,247,647

$_ 396278427

$ 228.053.116

Liabilities and stockholders® equity

Current Habilities:
Accounts payable
Accrued expenses

Current portion of capital lease obligations

Deferred tuition revenue
Total current liabilities

Deferred income taxes

Due to Holdings

Capital lease obligations, net of current portion

Deferred rent obligation
Other long-term liabilities

Stockholders’ equity:

Common stock, $10 par value, 3,000 shares authorized,
51 shares issued and ouistanding

Additional paid-in capital
Retained earnings
Total stockholders® equity
Total liabilities and stockholders’ equity

See accompanying notes.

1004-1151543

S 1,628,275 $ 4,097,041
8,667,295 8,122,757
1,487,264 1,318,827

10,736,435 31,620,264
22,519,269 45,158,889
48,628,272 11,201,057
1,787,376 -
3,237,328 2,833,368
6,911,062 8,990,939
9,001,774 -
510 510
303,606,946 111,197,826
585,893 48,670,527
304,193,349 159,868,863

$ 396,278,427

§ 228.053,116




Revenues

Costs and expenses:

Vatterott Educational Centers, Inc.

Consolidated Statements of Income

Successor Predecessor Pro Forma
(unaudited)
November 5, January 1, January 1,

2009 Through 2009 Through 2009 Through  Year Ended
December 31, November 4, December 31, December 31,
2009 2009 2009 2008

$ 21,873,892 § 119,231,773 § 141,105,665 § 112,779,093

Instructional and educational support 9,629,028 49,530,276 59,159,304 49,411,246

Selling and promotional
General and administrative
Total costs and expenses

Income from operations
Other income (expense):
Interest expense

Interest income
Stock compensation expense

Income before income taxes
Income tax provision
Net income

See accompanying notes,

1004-1151543

2,988,202 14,799,118 17,787,320 16,480,516
8,155,546 29,332,107 37,487,653 30,055,323

20,772,776 93,661,501 114,434,277 95,947,085

1,101,116 25,570,272 26,671,388 16,832,008

(55,950) (276,013) (331,963) (244,600)
384 1,039 1,423 514
(71,889)  (8,616,631)  (8,688,520) (430,455)
(127458)  (8,891,605)  (9,019,060) (674,541)
973,661 16,678,667 17,652,328 16,157,467
387,768 6,892,765 7,280,533 6,169,873

3 585,803 $ 9785902 § 10371795 § 9.987,594
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Vatterott Educational Centers, Inc.

Consolidated Statements of Cash Flows

Operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Deferred income taxes
Stock-based compensation
Changes in operating assets and liabilities:
Restricted cash
Accounts receivable
Tnventories
Prepaid expenses
Income taxes refundable
Accounts payable
Accrued expenses and other liabilities
Deferred fuition revenue
Net cash provided by operating activities

Investing activities

Acquisition of other intangible assets
Purchases of property and equipment
Net cash used in investing activities

1004-1151543

Successor Predecessor
November 5, January 1,
2009 Through 2009 Through Year Ended
Pecember 31, November 4, December 31,
2009 2009 2008

$ 585,803 § 9,785,902 § 9,987,594
3,865,371 5,123,706 6,312,808
(1,249,609) 10,127,290 1,471,400
71,889 8,616,631 430,455

- - 204,176
11,110,090 7,085,550 (3,393,910}
(230,538) (56,602) (311,066)
(290,104) (221,288) (549,214)

- (3,963,399} -

(1,872,554) {596,214) 1,712,923
(474,058) {267,935) 1,533,514
(10,213,565} (7.775,963) 712,513
1,302,815 27,857,678 18,111,193
{27,980) (30,000} -
(298,187 (3,247,116) (4,504,669
(326,167 (3,277,116} (4,504,669)



Vatterott Educational Centers, Inc.

Consolidated Statements of Cash Flows (continued)

Financing activities

Intercompany receipt from Holdings

Contribution from parent

Dividend to Holdings

Principal payments on capital Jease obligations
Intercompany advance to Holdings

Net cash provided by (used in} financing activities

Increase {decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental disclosures of
cash flow information

Interest paid

Income taxes paid

Supplemental disclosure of noncash
financing activity

Fixed assets acquired under capital leases

Fixed assets acquired with landlord
construction allowances

See qeccompanying noles.

041151543

Successor Predecessor

November 5, January 1,
2009 Through 2009 Through Year Ended
December 31, November 4, December 31,

2009 2009 2008
1,787,376 - (11,587,052)
492,021 - -
- (1,045,438) -
(255,649) (1,226,729) (1,322,089)
~ (30,860,266) —
2,023,748 (33,132,433)  (12,909,141)
3,000,396 (8,551,871 697,383
: _ 8,551,871 7,854,488
S 3.00039 § — § 8551871
$ 55,950 % 276,013 S 244,600
$ — 5 1,366,363 200,000
$ 21,072 § 2033699 § 2365711
$ - 3 400,000 _$ 2775000




Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements

Pecember 31, 2000

1. Organization/Description of Business

Vatterott Educational Centers, Inc. (the Company) is an indirect wholly owned subsidiary of
Vatterott Acquisition Company. The Company operates private carcer institutions delivering
quality vocational and technical training to consumers in the postsecondary market. A wide
range of courses is offered, including heating/air conditioning/refrigeration, computer
technology, electrical mechanics, medical and dental assisting, court reporting, culinary arts,
cosmetology, welding, and drafting. The Company is based in St. Louis, Missouri, and has
educational branches under the following names: Vatterott College in Missouri, Ilinois, lowa,
Kansas, Nebraska, Ohio, and Oklahoma; Court Reporting Institute and Vatterott Educational
Centers in Texas; Vatterott Career College in Tennessee; and L’Ecole Culinaire in Missouri and
Tennessee,

As an educational institution, the Company is subject to licensure from various accrediting and
state authorities and other regulatory requirements of the United States Department of Education
(USDE).

2. Acquisition and Basis of Presentation

On November 4, 2009 (the acquisition date), Vatterott Acquisition Company (VAC), an entity
controlled through various partnership arrangements by TA Associates, acquired 100% of the
outstanding common stock and voting interests of Vatterott Education Holdings, Inc. (Holdings),
the Company’s ultimate parent (the Acquisition). The Company accounted for the transaction in
accordance with Securities and Exchange Commission (SEC) Staff Accounting Bulletin No. 54,
resulting in the new owner’s investment basis being transferred to and reflected in the
Company’s consolidated financial statements as of November 4, 2009.

The acquisition date fair value of consideration transferred by VAC totaled $306,529,999, which
consisted of the following:

Fair value of consideration transferred:

Cash $ 305,229,551
Fully vested and exercisable stock options 1,300,448
Total $ 306,529,999

In addition, VAC contributed $492,021 of cash to the Company for working capital purposes.
The following table summarizes the estimated fair values of the assets acquired and liabilities
assumed at the acquisition date. The Company obtained third-party valuations of certain
intangible and fixed assets.

§004-1151543 8



Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

2. Acquisition and Basis of Presentation (continued)

At November 4, 2009 (dollars in thousands)

Cash $ 492
Accounts receivable 22,404
Other current assets 8,172
Deferred tax assets recorded by Holdings 3,487
Property and equipment 32,540
Intangible assets 78,617
Total identifiable assets acquired 145,712
Deferred revenue {20,950)
Other current liabilities (13,641)
Deferred tax liabilities (50,427)
Other long-term liabilities (19,873)
Net identifiable assets acquired 40,821
Goodwill 266,201
Net assets acquired $ 307,022

Of the $78,617,000 of acquired intangible assets, $64,317,000 was assigned to trademarks,
accreditation, licenses, and Title TV Program participation rights that are not subject to
amortization. The remaining $14,300,000 was assigned to customer relationships that have a
weighted-average useful life of approximately 10 months. For tax purposes, the transaction was
accounted for as catryover basis, and as a result, only a pottion of the goodwill and none of the
intangible assets are expected to be deductible for income tax purposes.

At November 4, 2009, the contractual lease rates of several of the Company’s campus facilities’
leases were determined to be at above-market rates, As a result, the Company recorded an
unfavorable lease liability of $8,584,616 based on the discounted difference between the market
rate and the contractual rate. Lease market rates were determined by an independent valuation
firm based on analyses of comparable leases in the subject property’s respective market area. For
purposes of determining the unfavorable lease liability, contractual lease rates that were within
10% of the various market rates were considered to be market.

1004-1151543 9



Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

2. Acquisition and Basis of Presentation (continued)

In addition, VAC is required to pay the former sharcholders of Holdings an amount equal to the
tax benefit that Holdings realizes from the deduction of certain payments made at closing to
Holdings’ stock options holders. This liability, $7,702,000, has been reflected in other long-term
Habilities in the above allocation and in the accompanying consolidated balance sheets.

The consolidated financial position and results of operations and cash flows of the Company for
all periods prior to the acquisition date reflect the historical basis of accounting and are labeled
Predecessor. The consolidated financial position at December 31, 2009, and the results of
operations and cash flows of the Company for the period from the acquisition date to
December 31, 2009, reflect the purchase and the new investment basis and are labeled Successor.

The Company recognized $8,616,631 of compensation expense resulting from the acceleration
of options (see Note 11) in the Predecessor period, which is included in stock compensation
expense in the accompanying consolidated statements of income.

3. Summary of Significant Accounting Policies

Unless otherwise indicated, the Successor and the Predecessor follow the same significant
accounting policies.

Principles of Consolidation

The accompanying consolidated financial statements include the accounts of the Company and
its wholly owned subsidiaries. All intercompany transactions and balances have been eliminated.

Cash Equivalents and Restricted Cash

The Company considers all highly liquid short-term investments purchased with an original
maturity of three months or less to be cash equivalents.

The Company participates in the PELL Grant, Supplemental Educational Oppoitunity Grants,
and Federal Student Loan programs. These programs are federally funded through the USDE.
These funds are available to students who qualify under federal guidelines. The Company
administers these funds in a fiduciary capacity.

1004-1151543 10



Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements {(continued)

3. Summary of Significant Accounting Policies (continued)
Revenues, Accounts Receivable, and Deferred Tuition Revenue

The Company bills students for tuition at the beginning of their academic term and recognizes
tuition as revenue on a straight-line basis over that academic term, If a student withdraws from
school prior to the completion of the academic term, the Company refunds the portion of tuition
paid that, pursuant to its refund policy and applicable federal and state law and accrediting
agency standards, is not entitled to be retained. Academic terms are typically 10 weeks in length
with stait dates that vary by school and program.

The Company monitors payments and collections from students and establishes an allowance for
doubtful accounts based on historical write-off experience. The Company writes off accounts
receivable balances when a student graduates or withdraws from school unless a payment plan
has been established with the student and all payments are current, Payments from former
students are recognized as recoveries when received.

The Company extends unsecured credit for tuition to a portion of students who are enrolled at its
campuses. A substantial portion of the credit extended to students is repaid through the student’s
participation in various federal financial aid programs authorized by Title IV of the Higher
Education Act of 1965 (HEA), as amended (Title IV Programs). Concentrations of credit risk
with respect to trade receivables are limited due to students’ participation in Title [V Programs,
the large number of students composing the Company’s student base, and their geographic
dispersion throughout the states in which the Company’s campuses are located.

Inventories

Inventories consist primarily of books and are valued at average cost.

Property and Equipment

Property and equipment are stated at cost, less accumulated depreciation. Expenditures for

maintenance and repairs, which do not add to the value of the related assets or materially extend
their original lives, are expensed as incurred.

1004-1151543 11



Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)

Depreciation of furniture, fixtures, and equipment is recognized using the straight-line method
over the estimated useful lives of the assets ranging from three to seven years for new assets and
two to four years for used assets. Leaschold improvements are amortized on a straight-line basis
over the shorter of the economic useful life of the improvement or the term of the related leases.

Goodwill and Other Intangible Assets

Goodwill and other indefinite-lived assets are subject to impairment tests annually or more
frequently if impairment indicators arise. The Company has completed its annual impairment test
and determined that there was no impairment of goodwill or other indefinite-lived assets.
Definite-lived intangible assets are amortized over their estimated useful lives.

Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events and changes in business
circumstances indicate that the carrying value of property, plant, and equipment may not be
recoverable, Impairment losses are recognized based on fair value if expected cash flows of the
related property and equipment are less than their carrying value.

Advertising

The Company expenses advertising costs as incurred, except for certain direct-response
advertising that is amortized ratably over the effective period of the related publication. Prepaid
advertising, included in prepaid expenses, totaled zero and $22,695 at December 31, 2009 and
2008, respectively. Advertising expense, which is included in selling and promotional expenses,
amounted to $2,081,555, $10,024,850, and $11,273,618 for the Successor period from
November 5, 2009 through December 31, 2009, the Predecessor period from January 1, 2009
through November 4, 2009, and the Predecessor year ended December 31, 2008, respectively.

Income Taxes
Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amount of assets and labilities for financial reporting purposes and the amounts used for income

tax purposes, using enacted tax rates in effect for the year in which the differences are expected
to reverse.
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)
Fair Value of Financial Instruments

The carrying amounts of cash and cash equivalents, accounts receivable, accounts payable, and
accrued expenses approximate fair value because of their short duration to maturity.

Operating Leases

The Company leases its campus buildings and corporate headquarters under noncancelable
operating leases. The Company recognizes rent expense for each lease on the straight-line basis,
aggregating all future minimum rent payments, including any predetermined fixed escalations of
the minimum rentals, and allocating such amounts ratably over the period from the date the
Company takes possession of the leased premises until the end of the noncancelable term of the
lease.

Tenant improvement allowances are recorded as a deferred rent obligation upon receipt and
amortized to income over the lease term as a reduction of rent expense. The capital expenditures
funded by these tenant improvement allowances are recorded as leasehold improvements. Tenant
improvement allowances are freated as noncash transactions in the accompanying consolidated
statements of cash flows, since the allowances are either paid directly to the contractor by the
lessor or are paid to the Company by the lessor at essentially the same time as the Company pays
the contractor. The Company received $400,000 and $2,775,000 in construction allowances for
the Predecessor period from January 1, 2009 through November 4, 2009, and the Predecessor
year ended December 31, 2008, and no such allowances in the Successor period from
November 5, 2009 to December 31, 2009,

Use of Estimates

The preparation of financial statements in conformity with United States generally accepted
accounting principles requires management to periodically make estimates and assumptions that
affect the amounts reported in the consolidated financial statements and accompanying notes.
Actual results could differ from those estimates.

Reclassifications

Certain 2008 amounts have been reclassified to conform to the 2009 presentation.

1004-1151543 13



Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)
Stock Compensation

The Company recognizes compensation cost for the fair value of equity awards with graded
vesting on a straight-line basis,

Subsequent Events

The Company has evaluated subsequent events through April 9, 2010, the date these financial
statements were available to be issued.

4, Accounts Receivable

Accounts receivable consist of the following at December 31:

2009 2008
Trade accounts receivable $ 13,312,044 $ 29,040,934
Other accounts receivable 276,840 1,954,695
13,588,884 30,995,629
Less allowances for uncollectible amounts 2,294,546 1,505,651

$ 11,294,338 § 29,489,978

5. Property and Equipment

Property and equipment consist of the following at December 31:

2009 2008
Furniture, fixtures, and equipment $ 9,577,348 $ 15,787,219
Leasehold improvements 23,281,912 27,307,020
32,859,260 43,094,239
Less accumulated depreciation and amortization 1,004,746 20,570,342

$ 31,854,514 § 22,523,897

Depreciation expense was $1,004,746, $4,911,329, and $5,447,500 for the Successor period
from November 5, 2009 to December 31, 2009, the Predecessor period from January 1, 2009
through November 4, 2009, and the Predecessor year ended December 31, 2008, respectively.

1004-1151543 14



Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

6. Other Intangible Assets

Other intangible assets consist of the following at December 31:

2009 2008

Customer relationships S 14,300,000 $ 2,800,000
Accreditation, licenses, curriculum, and Title IV

Program participation rights 51,317,000 2,200,000

Trademarks 13,000,000 -

Noncompete agreements - 750,000

Other intangible assets 27,980 25,428

78,644,980 5,775,428

Less accumulated amortization 2,860,625 4,527,781

§ 75,784,355 § 1,247,647

Customer relationships are amortized using the straight-line method over 10 months.
Accreditation and licenses, Title IV Program participation rights, and trademarks are considered
to have indefinite lives and therefore are not amortized. Other intangible assets are amortized
using the straight-line method over five years. Amortization expense was $2,860,625, $212,377,
and $865,281 for the Successor period from November 5, 2009 to December 31, 2009, the
Predecessor period from January 1, 2009 through November 4, 2009, and for the Predecessor
year ended December 31, 2008, respectively.

The estimated future aggregate amortization expense as of December 31, 2009, is as follows:

2010 $ 11,445,596
2011 5,596
2012 5,596
2013 5,596
2014 4,971

$ 11,467,355

1004-1151543 15



Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

7. Income Taxes

On January 1, 2009, the Company adopted the provisions of new guidance that clarifies the
accounting for uncertainty in income taxes recognized in an enterprise’s financial statements.
The new guidance also prescribes a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be taken
in a tax return. It also provides guidance on derecognition, classification, interest and penalties,
accounting in interim periods, disclosure, and transition.

The Company did not record any unrecognized tax benefits or interest and penalties on adoption
of the new guidance. The Company’s policy is to classify interest and penalties as part of its
provision for income taxes. The Company’s federal income tax returns for the year 2007 and
thereafter are available for examination by the United States Internal Revenue Service. The
Company files in numerous state jurisdictions with varying statutes of limitation. The
Company’s state income tax returns for 2006 through 2009 remain subject to examination by
various state authorities.

The activity of the Company for the Successor period from November 5 through December 31,
2009, will be included in the consolidated federal income tax return of VAC. The Company
calculates its income tax provision on a separate company basis. Current taxes payable are
remitted to VAC, Prior to the Acquisition, the activity of the Company for the Predecessor
periods is included in the consolidated federal income tax return of Holdings. Current taxes
receivable for the period ended November 4, 2009, are payable to the previous owner under the
terms of the Acquisition purchase agreement.

The provision for income taxes for the Sucessor period from November 5, 2009 through
December 31, 2009, the Predecessor period from January I, 2009 through November 4, 2009,
and the Predecessor year ended December 31, 2008, differs from the amount of income tax
deternmiined by applying the applicable U.S. statutory federal income tax rate to pretax income as
a result of state income taxes and nondeductible expenses for tax purposes.

10041151543 16



Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

7. Income Taxes (continued)

The components of the income tax provision are as follows:

Current:
Federal
State

Deferred:
Federal
State

Total

Significant components of the Company’s net deferred income tax assets and liabilities consist of

the following at December 31:

Deferred tax assets:

Allowance for doubtful accounts

Property and equipment
Reserves

Net operating loss carryforwards

Total deferred tax assets

Deferred tax labilities:

Goodwill and other intangible assets

Property and equipment
Other

Total deferred tax liabilities

Net deferred tax liabilities

1604-1151543

Successor

Predecessor

Period From Period From

November 5,

January 1,

2009 2009
Through Through  Year Ended
December 31, November 4, December 31,

2009 2009 2008
$ —- $2,086,899 §4,197,993
- 646,397 500,436
- 2,733,296 4,698,429
360,687 3,921,088 1,311,884
27,081 238,381 159,560
387,768 4,159,469 1,471,444
$ 387,768 $6,892,765 § 6,169,873

2009 2008
$ 425003 § 226272
_ 4,005,553
496,600 41,815
52,248 -
973,851 4,293,640
(47,011,923)  (15,297,643)
(2,112,949) -
(391,626) -
(49,516,498)  (15,297,643)

$ (48,542,647) $ (11,004,003)




Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

7. Income Taxes (continued)

Deferred tax assets include the tax effect of net operating loss carryforwards in various states.
The net operating loss carryforward period varies from state to state. Due to the Company’s
historical earnings and future projections, the Company expects to utilize the losses within the
next three years.

After consideration of all the evidence, both positive and negative, management has determined
that no valuation allowance is necessary as of December 31, 2009 or 2008.

8. Related-Party Transactions

The Company is required to advance cash held in excess of $9,000,000 to Holdings. As of
December 31, 2009 and 2008, the Company had advanced approximately $350,000 and
$55,350,000, respectively, to Holdings, which is included in due from Holdings in the
accompanying consolidated balance sheets and is non-interest-bearing. Prior to the acquisition,
the Company seitled the intercompany balances with Holdings of approximately $86,200,000
and accounted for the transaction as a capital transaction.

9, Lease Commitments

Vatterott leases its campus buildings and headquarters under noncancelable operating leases with
initial terms of up to 12 years and renewal options.

Future minimum annual lease payments at December 31, 2009, are as follows:

2010 $ 12,879,040
2011 12,277,872
2012 12,218,498
2013 10,339,049
2014 9,055,284
Thereafter 17,957,595

$ 74,727,338

Total rent expense for all operating leases was $1,765,000, $9,166,000, and $10,342,000 for the
Successor period from November 5, 2009 to December 31, 2009, the Predecessor period from
January 1, 2009 through November 4, 2009, and the Predecessor year ended December 31, 2008,
respectively.
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

9. Lease Commitments (continued)

The Company leases furniture and equipment under several lease agreements, which are
accounted for as capital leases. The assets and liabilities under capital leases are recorded at the
net present value of the minimum lease payments. The assets are amortized over the related lease

term.

Equipment held under capital leases, included in furniture, fixtures, and equipment, totaled
$6,244,000 and $8,230,000 as of December 31, 2009 and 2008, respectively, and the related
accumulated amortization totaled approximately $311,000 and $4,076,000 as of December 31,
2009 and 2008, respectively. Amortization expense on leased assets totaled approximately
$311,000, $873,000, and $1,274,000 for the Successor period from November 3, 2009 to
December 31, 2009, the Predecessor period from January 1, 2009 through November 4, 2009,

and the Predecessor year ended December 31, 2008, respectively.

As of December 31, 2009, future minimum lease payments under capital leases are as follows:

2010 $ 1,759,051
2011 1,526,183
2012 1,176,244
2013 720,342
2014 175,677
Total minimum lease payments 5,357,497
Less amount representing interest 632,908
Present value of minimum lease payments, including current

portion of capital lease obligations of $1,487,264 $ 4,724,589

Interest paid on capital lease obligations amounted to $55,950, $276,013, and $244,600 for the
Successor period from November 5, 2009 through December 31, 2009, the Predecessor period
from January 1, 2009 through November 4, 2009, and the Predecessor year ended December 31,

2008, respectively.

1004-1151543
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

10. Employee Benefit Plans

The Company sponsors a 401(k) plan (the Vatterott Plan) for eligible employees who are
employed by the Company for 90 days, have attained the age of 21, and have worked at least
1,000 hours during the plan year. The employees may elect to defer up to 60% of their salary,
subject to Internal Revenue Service limits. The Company may make a matching percentage
contribution on a discretionary basis as determined by the Company’s Board of Directors. In
2009 and 2008, the Company elected to match 25% of employees’ contributions up to the first
4% contributed. The Company’s expense related to this plan was $9,567, $54,490, and $69,343
for the Successor period from November 5, 2009 through December 31, 2009, the Predecessor
period from January 1, 2009 through November 4, 2009, and the Predecessor year ended
December 31, 2008, respectively.

11, Stock-Based Compensation

Prior to the Acquisition, the Company had a stock option plan for the benefit of management
personnel, nonemployee directors, and others performing services for the Company. Up to
7 million shares of Holdings’ common stock could be issued under the plan. Certain options
under the plan vested ratably over the five- or three-year periods from the date of grant, while
others vested ratably over the five-year period from the date of grant if certain EBITDA targets
were met. Some automatically vested one day prior to the tenth anniversary of the grant date if
those targets wee not met, and others vested on a liquidity event if certain market conditions
were met. All outstanding options under the plan became fully vested and were cashed out as
part of the Acquisition.

The fair value of each options award granted between January 1, 2007 and December 31, 2008
was estimated on the date of grant using the Black-Scholes option-pricing model using the
assumptions noted in the following table. Because the Company’s shares are not publicly traded,
the expected volatility is based on those of competitors in its industry.

2008 2007
Risk-free rate 2.5% 5.0%
Expected life 2 years 3 years
Volatility 50.1% 43.0%

Dividend yield - ~
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

11. Stock-Based Compensation (continued)

Activity related to the Company’s old stock option plan for 2009 and 2008 was as follows:

Weighted-

Average

Number of  Exercise

Options Price
Outstanding at December 31, 2007 4,661,242 % 1.00
Forfeited (310,000) 1.00
Granted 1,120,000 1.00
Outstanding at December 31, 2008 5,471,242 1.00
Forfeited (50,000) 1.00
Granted 1,563,758 1.00
Exercised and cashed out (6,985,000) 1.00
Outstanding at December 31, 2009 - 5

The weighted-average grant date fair value for options granted during 2008 was $2.47. The total
fair value of options vested during 2008 was $325,600.

During 2007, the Company meodified option grants for one employee. The modification replaced
certain expiration dates and in some circumstances changed the vesting terms such that the
options will vest on a liquidity event if certain market conditions are met. As a result of the terms
of the modification, $858,239 in unrecognized compensation costs was recognized immediately
prior to the Acquisition. In addition, during the Predecessor period from January 1, through
November 4, 2009, $3,530,576 of unrecognized compensation costs related to previously granted
awards was recognized as a result of normal vesting and accelerated vesting due to the
Acquisition.
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

11, Stock-Based Compensation (continued)

On August 31, 2009, in anticipation of the Acquisition, the Company granted 1,563,757
additional stock options with an exercise price of $1.00 per share to members of management of
the Company. These options vested upon, and only upon, a change of control in which the
proceeds received by the Holdings’ previous owners were in excess of three times the investment
made by Holdings’ previous owners. The options vested and were cashed out in connection with
the Acquisition, and the Company recorded a compensation charge equal to the cashed out value
($4,227,816) immediately prior to the close. All stock compensation charges are reflected in the
accompanying statements of income under the stock compensation expense line item,

VAC adopted the 2009 Stock Option and Grant Plan (the VAC Plan) for the benefit of the
Company’s management personnel and nonemployee directors. Twenty-five percent of the
option shares under the plan vest on the first anniversary of the grant date and the remaining 75%
vest in 36 equal monthly instailments at the end of each month following the first anniversary of
the grant date, Certain of the stock options are subject to accelerated vesting or termination in
certain circumstances.

The fair value of each options award granted under the VAC Plan in 2009 was estimated on the
grant date using the Black-Scholes-Merton option pricing model that uses the assumptions noted
in the following table. Because the Company’s shares are not publicly traded, the expected
volatility is based on that of competitors in its industry.

2009
Risk-free rate 2.38%
Expected life 5 years
Volatility 63.0%

Dividend yield -
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Vatterott Educational Centers, Inc.

Calculation of Title IV 90/10 Revenue Test

December 31, 2009

The Company participates in various student financial aid programs. These programs are subject
to periodic review by the USDE. Disbursements under each program are subject to disallowance
and repayment by the Company'.

The Company derives a substantial portion of its net revenues from financial aid received by its
students under Title IV programs (Title IV Programs) administered by the USDE pursuant to the
federal HEA, as amended. In order to continue to participate in Title IV Programs, the Company
must comply with the standards set forth in the HEA and the regulations promulgated thereunder
(the Regulations). Among other things, these Regulations require the Company to exercise due
diligence in approving and disbursing funds and servicing loans; to limit the proportion of cash
receipts for tuition, fees, and other institutional charges derived from non-Title IV Programs to
not less than 10% of the total revenue derived from students enrolled in the Company’s Title 1V
eligible educational programs (the 90/10 rule); and to exercise financial responsibility related to
maintaining certain financial ratios and requirements.

With respect to the 90/10 rule, the Company received the following during the year ended
December 31, 2009, under the following OPEID numbers:

OPEID No. 02599700 — Title I'V Funds $65.802.794
Berkeley Division Total eligible cash receipts $74,762,512 = 88.02%
OPEID No. 02069300 — Title IV Funds $10,235.193
Quincy Division Total eligible cash receipts $11,766,699 = 86.98%
OPEID No. 02609200 - Title IV Funds $20,576,433
Des Moines Division  Total eligible cash receipts $23,626,908 = 87.09%
OPEID No. 00750100 — Title IV Funds $5.763.122
Spring Valley Division Total eligible cash receipts $ 6,906,756 = 83.44%
OPEID No. 02119200 — Title IV Funds $ 7,624,000
Wheeler Division Total eligible cash receipts $ 8,946,067 = 85.22%
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

11. Stock-Based Compensation (continued)

Stock option activity related to the VAC Plan since the acquisition date was as follows:

Weighted-
Average
Number of Exercise
Options Price
Outstanding at November 5, 2009 - $ -
Issued 2,463,104 6.55
Outstanding at December 31, 2009 2,463,104 $ 6.55

The weighted-average grant date fair value for the options granted under the VAC Plan in 2009
was $0.70. At December 31, 2009, $1,653,438 of unrecognized compensation costs related to
nonvested awards is expected to be recognized over the terms of the various options, The
weighted-average period over which the unrecognized compensation expense will be recognized
is 2.43 years. No options vested in 2009 and no options are exercisable at December 31, 2009,

12, Commitments and Contingencies

The Company is a party to routine litigation incidental to its business, including, but not limited
to, claims involving students or graduates and routine employment matters. While there can be
no assurance as to the ultimate outcome of any litigation, management does not believe that any
pending proceeding will result in a settlement or an adverse judgment that will have a material
adverse effect on the Company’s financial condition, results of operations, or cash flows.

Because the Company did not meet the required USDE composite score, it has posted a letter of

credit in the amount of $28,544,625 at December 31, 2009, to ¢nable it to continue to participate
in federal Title IV Programs.
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Other Financial Information
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Vatterott Educational Centers, Inc.

Related-Party Transactions

December 31, 2009

There were no related-party transactions other than those disclosed in Note 8.

1004-1151543
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Repott on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of the Financial Statements Performed in Accordance
with Government Auditing Standards

The Board of Directors
Vatterott Educational Centers, Inc.

We have audited the consolidated financial statements of Vatterott Educational Centers, Inc. (the
Company) as of December 31, 2009 and for the period from November 5, 2009 through
December 31, 2009 (Successor) and January 1, 2009 through November 4, 2009 (Predecessor),
and have issued our report thereon dated April 9, 2010. We conducted our audit in accordance
with auditing standards generally accepted in the United States and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

Internal control over financial reporting

In planning and performing our audit, we considered the Company’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we do not
express an opinjon on the effectiveness of the Company’s internal control over financial
reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstaterents on a timely basis. A maferial weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented,
or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control that might be deficiencies, significant deficiencies or material weaknesses. We
did not identify any deficiencies in internal control over financial reporting that we consider to
be material weaknesses, as defined above.
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Compliance and other matters

As part of obtaining reasonable assurance about whether the Company’s consolidated financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of consolidated financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

This report is intended solely for the information and use of management, the Board of Directors,
others within the entity, and the U.S. Department of Education and is not intended to be and

should not be used by anyone other than these specified parties.
éf\/mﬂf ¥ MLLP

April 9, 2010
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UNITED STATES DEPARTMENT OF EDUCATION
WASHINGTON, D.C. 20202
september 2010

vatterott College OPE ID; 025997
8580 Evans Avenue FY 2008 cohort befault Rate: 11.3
Begke1ey, MO 63134-2900

NLOL

RE: FY 2008 official cohort Default Rate Notification Letter
Dear President:

This letter officially notifies you of your school's fiscal year (FY) 2008
cohort default rate based on Federal Family Education Loan (FFEL) Program
and/or william D. Ford Federal Direct Loan (Direct Loan) Program loans made
to students for attendance at your school. Your school's Fy 2008 cohort
default rate is shown above. Please note that even if your school is no
longer participating in the student loan pro ram(s), federal law requires
the U.S. Department of Education (Departmentg to notify your school of its
cohort default rate. .

Since the Department is no longer mailing hardcopies of the cohert default
rate notification letters to any schools, please refer to the website
http://www.ed.gov/off1ces/OSFAP/defauTtmanagement/ecdr.htm1 for a
description of the other files that the Department transmitted to you along
with this letter.

WHAT FORMULA DID THE DEPARTMENT USE TO CALCULATE MY SCHOOL'S RATE?

The Department uses one of three methods for calculation of cohort default
rates:

1.0fficial non-average rate for schools with 30 or more borrowers entering
repayment,

2.0fficial average rate for schools with 29 or fewer borrowers entering
repayment, and ) )

3. Unofficial rate for schools with 29 or fewer borrowers entering repayment
with less than three years of data.

For complete explanation of the three types of rates, please see

chapter 2.1 of the Cohort pefault Rate Guide, How the Rates are calculated,
available at
http://1fap.ed.gov/Defau1tManagement/guide/04CDRGuidePart2.htm1.

WHAT TYPES OF LOANS DID THE DEPARTMENT INCLUDE IN MY SCHOOL'S RATE
CALCULATION?

The Department included three types of 1oans in your school's cohort
default rate calculation:

1) Federal stafford Subsidized and Federal stafford Unsubsidized Loans
2) Federal Direct subsidized and Federal Direct Unsubsidized Loans

3) Federal Supplemental Loans for Students (Federal sSLS Loans) . Although

rare, it is possible for Federal sts Toans to be included in your school's
cohort default rate calculation,
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WHAT LOAN RECORD DETAIL REPORT (LRDR) ACCOMPANIES THIS NOTIFICATION LETTER?

1f your school's FY 2008 official cohort default rate is a non-averaged
rate, the LRDR that accompanies this letter reflects all Toans that went
into repayment during Fy 2008. If Kour school's FY 2008 official_cohort
default rate is an averaged rate, the LRDR that accompanies this letter
gggéects all loans that went into repayment during FY 2008, Fy 2007 and FY

For more information on how to read the loan record detail report, please
refer to Chapter 2.3 of the Cohort pefault Rate Guide, Reviewing the Loan
Record Detajl Report, available at
http://ifap.ed.gov/DefauItManagement/guide/04CDRGuidePart2.htm1.

WHAT SANCTIONS AND BENEFITS APPLY TO MY SCHOOL BASED ON THIS RATE?

According to the Higher Education Act of 1365 {HEA), as amended, the Higher
Education Reconciliation Act of 2005 (HERA), Pub,L.109-71 and the
Department's regulations, your school is not subject to any sanctions based
on your school's Fy 2008 cohort default rate. However, if your school's
official Fy 2008 cohort default rate is 25.0 percent or greater, the
Department may provisionally certify your school when your school appiies
for recertification to participate in the student Financial Assistance
Programs. ror more ijnformation about provisional certification, please
refer to 34 C.F.R. Section 668.16(m)(1) and (2)(i) or contact the School
participation Management Division at 202-377-3173.

1f your school's most recent official cohort default rate is less than 5.0
percent and your school _is an eligible home institution that
certifies/originates a loan to cover the cost of attendance in a stud
abroad program, your school is eligible for this_benefit. Your school may
disburse{de11ver Toan proceeds in a single installment and may choose to
release loan proceeds to first-year, first-time borrowers prior to 30
calendar days after the first day of the borrower's program of study. Once
your school receives notice from the Department that your school's official
cohort default rate is 5.0 percent or greater, this benefit will end within
30 calendar days of the notification. :

An institution with a cohort default rate of less than 10 percent for each
of the three most recent fiscal years for which data are available,
including e1i?ib1e foreign institutions, may disburse, in a single
installment, Toans that are made for one semester, one trimester, one
quarter, or a four-month_period, Such an institution is also no longer
required to delay the delivery or disbursement of the first disbursement of
a loan for 30 days for first-time, first-year undergraduate horrowers.
(Refer to DCL ID: GEN-06-02: FP-06-01
http://www.ifap.ed.gov/dpc?etters/GENOBOZ.htm]).

For more information on the sanctions and the benefits associated with
official cohort default rates, please refer to Chapter 2.4 of the Cohort
pefault Rate Guide, Cohort Default Rate Effects, available at
http://ifap.ed.gov/DefaultManagement/guide/O4CDRGu1dePartZ.htm1.

WHY DOES THIS LETTER SAY THAT MY SCHOOL IS NOT SUBJECT TO SANCTIONS BUT MYy
RATES EXCEED THE SANCTION THRESHOLD?

Tf your school has official Fy 2008, Fvy 2007, and FY 2006 cohort default
rates that are 25.0 percent or greater or your school has an official Fy
2008 cohort default rate that is greater than 40.0 percent, your school is
NOT subject to the_loss of FFEL Pro%ram,.01rect Loan Program,
and/or Federal Pell Grant Program eligibility because your school met one
or more of the following criteria:
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Fy 2008, Fy 2007, Fy 2006 Cohort FY 2008 cCohort Default
befault Rates >= 25.0% Rate > 40,0%
At Teast two of your schoolfs three most  |vour schoolis FY 2008 cohort
recent cohort default rates are official default rate is an official
average cohort default rates and would be |averaged cohort default rate.
Tess than 25.0 percent if the Department
had calculated the rate using the data for
that cohort fiscal year alone,

e e o e e 8 o R A T~ T T o o = e A A ia A Lk LA e n e o e o e [ e o o e e e A L e P e e

Thirty or fewer borrowers entered into repayment during your schoolDs
three most recent official cohort default rates.

vour school submitted a successful participation rate index
cha11en%e/appea1 based on your schoolds draft Fy 2008 cohort default
rate, official FY 2007 cohort default rate, or official Fy 2006
cohort default rate.

Your school entered into a settlement agreement with the u.s.
Department of Education that supersedes any sanctions the Department
would apply based on cohort default rate calculations.
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WHAT RIGHTS DOES MY SCHOOL HAVE TO APPEAL THIS RATE
INFORMATION?

Based on your school's FY_2008 cohort default rate, your school may be
eligible to submit the following adjustments/appeals:

Uncorrected Data Adjustment
http://ifap.ed.gov/Defau]tManagement/guide/04CDRGuidePart4.htm1

Loan Servicing Appeal i
http://ifap.ed.gov/DefaultManagement/guide/04CDRGuidePartd . htmi

New Data Adjustment
http://1fap.ed,gov/Defaul tManagement/guide/04CDRGuidePart4. html

Averaged Rates Appeal
http://ifap.ed.gov/DefaultManagement/guide/04CDRGuiderPart4. html

Thirty-or-fewer Borrowers Appeal
http://ifap.ed.gov/Defaultmanagement/guide/04CDRGUIdePart4, html

vour timeframe for submitting these adjustments and agpea1s begins on the
sixth business day after the Department transmitted t

notification package to the SAIG destination points., _The Department
announces the transmittal date for every cohort default rate distributioh
at http://www.ifap.ed.gov. :

A11 schools must meet the estabiished submission timeframes for cohort
default rate adjustments and appeals. The Department will not review
a@;ugtments and appeals that any school submits outside of the established
timeTrames.

WHAT TOOLS AND INFORMATION ARE AVAILABLE TO HELP MONITOR AND MANAGE MY
SCHOOL'S COHORT DEFAULT RATE?Y

- e b -

Tools
Information
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Description

contact
information|
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http://www.ifap.ed.gov/Defau1tManagement€
finalcdrg.htmt. Reference tool designed by U.S
Deﬁt of Education to help schools understand
cohort default rates and various challenge/
appeal/adjustment processes. Original hardcopy
mailed with Fy 1999 notification letter, The
electronic version was revised August 2006 and
may be found online,

The cohort Default Rate Guide Quick reference
at http://ifap.ed.gov/drmaterials/attachments/
CDRGQUT ckReFO93005FINAL, pdf presents some of
the key elements of the Guide_in a more
informal manner to give schools a summary of
what they should do during the draft and
official cohort defauit rate cycles.
http:4/1fap.ed,gov pefaultManagement/
pefaultManagement.html. Contains valuable
information for schools %uaranty agencies and
borrowers. Contains Tink For eCDR process,
including enrollment procedures and downloading
instructions.

IR —————y VPR ikt

Electronic Cohort pefault Rate Appeals Process

eCDR Appeals facilitates the exchange of
information between parties for three of the
chanllenge/adjustment processes;Incorrect bata
challenge (IDC), Uncorrected bata Adjustments
(upa), and New Data Adjusiments (NDA%. The
apg1jcation allows schools to electronicaily
submit these challenges and adjustment requests
during a cohort default rate cycie, and allows
data managers (guaranty agency or Direct Loan
servicer) and Federal student Aid (FSA)
personnel to electronically view and respond to
challenges and adjustment requests. The
application tracks the entvire Tife cycle of
each challenge/adjustment request from the time
the case is submitted until the time a decision
is made and the case is closed.

with the release of the 2009 cohort default
rates in February 201l, the electronic process
will replace the paper process of challenging
and appealing ¢ors for all Title 1V schools,
foreign and domestic. However, use of eCDR

Aq eals is optional for schoois_at this time,
All users must complete the registration
process to gain access to eCDR queals. The
eCDR Appeals homepage contains a link to the
Registration and User Account Guide, which
gives step-by~steﬁ instructions for
registration. Links to the User Guides for the
three processes can also be found here, as well
as a 1ink to the cohort Default Rate Guide.

schools should refer to IFAP (www.ifap.ed.gov),

schools portal (fsadschools.ed.gov) or the

Default Prevention and Management website

Chttp://www.ifap.ed.gov/Defaul tManagement/
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T

Late Stage
pelinquency
Assistance
{LSDA)

National
student Loan
Data System
(NLSDS§

Additional tools and information may be found in Chapter 3.2 of the Cohort
Default Rate Guide, Monitoring Loan Repayment Status Year-Round, available

NPCDR., tXt
pefauTtManagement.html) for updated information
on the eCDR Appeals process,
process whereby schools work in collaboration
with servicers or guarantors to identify and
provide counseling to borrowers more than 240
days late on Tloan repayment. For Diract Loan
schools, the website http://www.dlservicer
.ed.gov/ identifies borrowers whose impending
default will impact the school's cohort default
rate. FFEL schools can obtain assistance for
their Jate stage delinquent borrowers by
contacting their servicer or guarantor.
https://wwi.n1sdsfap.ed.gov. offers schools the
opportunity to request reports in extract or
preformatted formats that can be retrieved
through the Students Aid Internet Gateway(SAIG)
account associated with the NLSDS User Id that
requested the report. Listed below are some
reports NLSDS offers,
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school CDR Rate History Report provides school with a copy
DRCO35 |of the Loan Record Detail Report that 1ists students in
default/repayment during the cohort period indicated.
Enrollment Reporting Summary Report>prov1des school users
SCHERL |with the chronology of enrollment reporting events.
Date Entered Repayment Report provides school users with a
PEROOL |1ist of student borrowers with loan history who are
scheduled to go into repayment during a specified date range.
School Beﬁayment Information Loan bDetail provides
DRCO15 |users wit

the current repayment status of certain borrowers
in FFEL/DL Tloan programs who attended a school during a
specific period.
Exit counseling Report provides school users with exit
SCHO1B |counseling information on students who attended the

_ requesting school and whose anticipated completion dates fall
within a specified date range.
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birect Loan
servicer
388-877-
7658 (can
guide you
through the
process)

NLSDS
Customer
service at
{800) 999~
8219

school

at http://ifap.ed.gov/pefaul tManagement/guide/04CORGuidePart3.html.

1f you have any questions about this Tetter that are not answered in the
cohort pefault Rate Guide, please contact portfolio Performance Division

via email at FSA.Schools.Default.Management@ed.gov or via phone at (202)

377-4259. Please he sure to include ¥our office of Postsecondary Education
Identification Number (OPE ID) on al

of this letter.

Sincerely,
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Katrina Turner
Director
portfolio Performance Division
Business Operations

Enclosures

Note: The Higher Education Opportunity Act (HEOA) enacted on 8/14/08 made
a number of changes to the student aid programs inc1udin% timeframes for
the calculations of FFEL/DL Cohort Default Rates. On 10/28/09, the
pepartment published in the Federal Register the regu1ations that will
govern the calculation of default rates beginning with the FY_ 2009 cohort
year. Under tha new provisions, an institution's cohort Default Rate (CDR)
ic calculated as the percentage of borrowers in the cohort who default
wefore the end of the second fiscal year following the fiscal year in
which the borrowers entered repayment.

The Department will issue_the FY 2009 draft 3-Yf. cohort default in 2012,
The standard 2-Yr. COR will continue to be published along with the 3-Yr.
rates until 2013. Be?1nn1ng with the Fy 2011 COR in se tember 2014, 3 Yr.
rates will be the only official rate and schools will be subject to

benefits and sanctions based solely on these rates.

A trial samg1e of 3 Yr. CDRs was sent to institutions in bec 2009 so that
they could

have on their default rates. Schools may want to increase their default
rate initiatives in order to maintain cohort default rates within benefit
range and avoid sanction criteria.

More information on 3-Yr. cohort default rates will be forthcoming.

OPEID: 025997
school Name: vatterott College
city and State: Berkeley, MO 653134-2900

The Department's records indicate the following with regard to your
school's loan program participation:

CERTIFIED FFEL CERTIFIED DIRECT LOAN

gased on borrower participation in the FFEL Program and/or Direct Loan
Program at your school, here are the Fy 2008, FY 2007 and Fy 2006 official
cohort default rates on record for your school:

Fiscal Year 2008 .

(1; Number of borrowers entering repayment: 3163

EZ Number of borrowers who entered repayment and defaulted: 360
3} official cohort pDefault Rate: 11.3%

(4) Rate Type: DU

Fiscal Year 2007 )
(1; Number of borrowers entering repayment: 3440
{25 Number of borrowers who entered repayment and defaulted: 489
(3 official cohort Default Rate: 14,2%
Page 6
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(4) Rate Type: DU

Fiscal Year 2006

(1) Number of borrowers entering repayment: 3176

(2) Number of borrowers who entered repayment and defaulted: 353
(3; official cohort befault Rate: 11.1%

(4) Rate Type: DU

The rate type_indicates the category of loans that the bepartment included
in your school's cohort default rate:

FL-FFEL Program Toans only

DL-Direct Loan Program toans only

DU- both FFEL Program and Direct Loan Program loans

For additional information on the methodology that the Department uses to
calculate cohort default rates, please refer to the chapter 2.1 of the
cohort pDefault Rate Guide, How the Rates are Calculated, available at
http://ifap.ed. gov/Defaul tManagement/guide/04CORGU dePart2. himl.
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