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The registrant hereby amends this registration statement on such date or date(s) as may be necessary to delay its effective date until
the registrant shall file a further amendment which specifically states that this registration statement shall thereafter become effective
in accordance with Section 8(a) of the Securities Act of 1933, or until the registration statement shall become effective on such date as
the Commission acting pursuant to said Section 8(a) may determine.
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The information in this prospectus is not complete and may be changed.  These securities may not be sold until the registration statement

filed with the Securities and Exchange Commission of which this prospectus is a part becomes effective.  This prospectus is not an offer to sell
these securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.
 
 

Subject to Completion, Dated March 25, 2013
 

ASPEN GROUP, INC.
 

PROSPECTUS
 

23,546,397 Shares of Common Stock
 
This prospectus relates to the sale of up to 23,546,397 shares of Aspen Group, Inc. common stock which may be offered by the

selling shareholders identified in this prospectus.  

We will not receive any proceeds from the sales of shares of our common stock by the selling shareholders named on page 60.
 
Our common stock trades on the Over-the-Counter Bulletin Board under the symbol “ASPU”.  As of the last trading day before the

date of this prospectus, the closing price of our common stock was $0.50 per share.
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SUMMARY FINANCIAL DATA
 
The following summary of our financial data should be read in conjunction with, and is qualified in its entirety by reference to “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated financial statements appearing elsewhere in
this prospectus.  The data for the years ended December 31, 2012 and December 31, 2011 has been taken from our audited financial statements.

 
Statements of Operations Data

 

 

Year
Ended

December 31,
 2012  

Year Ended
December 31,

2011  
         
Revenue  $ 5,017,213  $ 4,477,931 

         
Operating Loss  $ (5,656,316)  $ (2,095,503)

         
Net loss  $ (6,010,734)  $ (2,135,573)

         
Net loss per common share – basic and diluted  $ (0.17)  $ (0.14)

         
Weighted average common shares outstanding (basic and diluted)   35,316,681   15,377,413 
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Balance Sheet Data
 

  
December 31,

2012   
December 31,

2011  
       
         
Cash and cash equivalents  $ 644,988  $equi$�>
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If we cannot manage our growth, our results of operations may suffer and could adversely affect our ability to comply with federal
regulations.
 
The growth that we have experienced after our new management began in May 2011, as well as any future growth that we experience, may
place a significant strain on our resources and increase demands on our management information and reporting systems and financial
management controls.  If growth negatively impacts our ability to manage our business, the learning experience for our students could be
adversely affected, resulting in a higher rate of student attrition and fewer student referrals. Future growth will also require continued
improvement of our internal controls and systems, particularly those related to complying with federal regulations under the Higher Education
Act, as administered by the DOE, including as a result of our participation in federal student financial aid programs under Title IV.  If we are
unable to manage our growth, we may also experience operating inefficiencies that could increase our costs and adversely affect our profitability
and results of operations.
 
Because there is strong competition in the postsecondary education market, especially in the online education market, our cost of
acquiring students may increase and our results of operations may be harmed.
 
Postsecondary education is highly fragmented and competitive. We compete with traditional public and private two-year and four-year brick and
mortar colleges as well as other for-profit schools, particularly those that offer online learning programs. Public and private colleges and
universities, as well as other for-profit schools, offer programs similar to those we offer. Public institutions receive substantial government
subsidies, and public and private institutions have access to government and foundation grants, tax-deductible contributions that create large
endowments and other financial resources generally not available to for-profit schools. Accordingly, public and private institutions may have
instructional and support resources that are superior to those in the for-profit sector. In addition, some of our competitors, including both
traditional colleges and universities and online for-profit schools, have substantially greater name recognition and financial and other resources
than we have, which may enable them to compete more effectively for potential students. We also expect to face increased competition as a result
of new entrants to the online education market, including established colleges and universities that have not previously offered online education
programs.
 
We may not be able to compete successfully against current or future competitors and may face competitive pressures including price pressures
that could adversely affect our business or results of operations and reduce our operating margins. We may also face increased competition if our
competitors pursue relationships with the military and government educational programs with which we already have relationships. These
competitive factors could cause our enrollments, revenues and profitability to decrease significantly.
 
In the event that we are unable to update and expand the content of existing programs and develop new programs and specializations
on a timely basis and in a cost-effective manner, our results of operations may be harmed.
 
The updates and expansions of our existing programs and the development of new programs and specializations may not be accepted by existing
or prospective students or employers. If we cannot respond to changes in market requirements, our business may be adversely affected. Even if
we are able to develop acceptable new programs, we may not be able to introduce these new programs as quickly as students require or as
quickly as our competitors introduce competing programs. To offer a new academic program, we may be required to obtain appropriate federal,
state and accrediting agency approvals, which may be conditioned or delayed in a manner that could significantly affect our growth plans. In
addition, a new academic program that must prepare students for gainful employment must be approved by the DOE for Title IV purposes if the
institution is provisionally certified, which we are through September 30, 2013. If we are unable to respond adequately to changes in market
requirements due to financial constraints, regulatory limitations or other factors, our ability to attract and retain students could be impaired and our
financial results could suffer.
 
Establishing new academic programs or modifying existing programs may require us to make investments in management and faculty, incur
marketing expenses and reallocate other resources. If we are unable to increase the number of students, or offer new programs in a cost-effective
manner, or are otherwise unable to manage effectively the operations of newly established academic programs, our results of operations and
financial condition could be adversely affected.
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Because our future growth and profitability will depend in large part upon the effectiveness of our marketing and advertising efforts,
if those efforts are unsuccessful we may not be profitable in the future.
 
Our future growth and profitability will depend in large part upon our media performance, including our ability to:
 

●    Create greater awareness of our school and our programs;
●    Identify the most effective and efficient level of spending in each market and specific media vehicle;
●    Determine the appropriate creative message and media mix for advertising, marketing and promotional expenditures; and
●    Effectively manage marketing costs (including creative and media).

 
Our marketing expenditures may not result in increased revenue or generate sufficient levels of brand name and program awareness. If our media
performance is not effective, our future results of operations and �退nd �退e i end �退io i� i� io ��ffecme).
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Because we rely on third party administration and hosting of open source software for our online classroom, if that third party were
to cease to do business or alter its business practices and services, it could have an adverse impact on our ability to operate.
 
Our online classroom employs the Moodle learning management system which is an open source learning platform and is supported by the open
source community. The system is a web-based portal that stores and delivers course content, provides interactive communication between
students and faculty, and supplies online evaluation tools.  While Moodle is an open source learning platform, we rely on third parties to host and
help with the administration of it.  We further rely on third parties, the Moodlerooms, Inc. agreement and the open source community as well as
our internal staff for ongoing support and customization and integration of the system with the rest of our technology infrastructure. If
Moodlerooms or the open source community that supports it were unable or unwilling to continue to provide us with service, we may have
difficulty maintaining the software required for our online classroom or updating it for future technological changes. Any failure to maintain our
online classroom would have an adverse impact on our operations, damage our reputation and limit our ability to attract and retain students.
 
Because the personal information that we or our vendors collect may be vulnerable to breach, theft or loss, any of these factors could
adversely affect our reputation and operations.
 
Possession and use of personal information in our operations subjects us to risks and costs that could harm our business. Aspen uses a third
party to collect and retain large amounts of personal information regarding our students and their families, including social security numbers, tax
return information, personal and family financial data and credit card numbers. We also collect and maintain personal information of our
employees in the ordinary course of our business. Some of this personal information is held and managed by certain of our vendors. Errors in the
storage, use or transmission of personal information could result in a breach of student or employee privacy. Possession and use of personal
information in our operations also subjects us to legislative and regulatory burdens that could require notification of data breaches, restrict our use
of personal information, and cause us to lose our certification to participate in the Title IV programs. We cannot guarantee that there will not be a
breach, loss or theft of personal information that we store or our third parties store. A breach, theft or loss of personal information regarding our
students and their families or our employees that is held by us or our vendors could have a material adverse effect on our reputation and results of
operations and result in liability under state and federal privacy statutes and legal or administrative actions by state attorneys general, private
litigants, and federal regulators any of which could have a material adverse effect on our business, financial condition, results of operations and
cash flows.
 
Because the CAN-SPAM Act imposes certain obligations on the senders of commercial emails, it could adversely impact our ability to
market Aspen’s educational services, and otherwise increase the costs of our business.
 
The Controlling the Assault of Non-Solicited Pornography and Marketing Act of 2003, or CAN-SPAM Act, establishes requirements for
commercial email and specifies penalties for commercial email that violates the CAN-SPAM Act.  In addition, the CAN-SPAM Act gives
consumers the right to require third parties to stop sending them commercial email.
 
The CAN-SPAM Act covers email sent for the primary purpose of advertising or promoting a commercial product, service, or Internet
website.  The Federal Trade Commission, a federal consumer protection agency, is primarily responsible for enforcing the CAN-SPAM Act, and
the Department of Justice, other federal agencies, State Attorneys General, and Internet service providers also have authority to enforce certain of
its provisions.
 
The CAN-SPAM Act’s main provisions include:
 

●    Prohibiting false or misleading email header information;
●    Prohibiting the use of deceptive subject lines;

●    Ensuring that recipients may, for at least 30 days after an email is sent, opt out of receiving future commercial email messages from the
sender;

●    Requiring that commercial email be identified as a solicitation or advertisement unless the recipient affirmatively permitted the message;
and

●    Requiring that the sender include a valid postal address in the email message.
 
The CAN-SPAM Act also prohibits unlawful acquisition of email addresses, such as through directory harvesting and transmission of
commercial emails by unauthorized means, such as through relaying messages with the intent to deceive recipients as to the origin of such
messages.
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Institutions of higher education that grant degrees, diplomas, or certificates must be authorized by an appropriate state education agency or
agencies. In addition, in certain states as a condition of continued authorization to grant degrees and in order to participate in various federal
programs, including tuition assistance programs of the United States Armed Forces, a school must be accredited by an accrediting agency
recognized by the U.S. Secretary of Education.  Accreditation is a non-governmental process through which an institution submits to qualitative
review by an organization of peer institutions, based on the standards of the accrediting agency and the stated aims and purposes of the
institution.  The Higher Education Act requires accrediting agencies recognized by the DOE to review and monitor many aspects of an
institution's operations and to take appropriate action when the institution fails to comply with the accrediting agency's standards.
 
Our operations are also subject to regulation due to our participation in Title IV programs. Title IV programs, which are administered by the
DOE, include loans made directly to students by the DOE. Title IV programs also include several grant programs for students with economic
need as determined in accordance with the Higher Education Act and DOE regulations. To participate in Title IV programs, a school must receive
and maintain authorization by the appropriate state education agencies, be accredited by an accrediting agency recognized by the U.S. Secretary of
Education, and be certified as an eligible institution by the DOE. Our growth strategy is partly dependent on enrolling more students who are
attracted to us because of our continued participation in the Title IV programs.
 
The regulations, standards, and policies of the DOE, state education agencies, and our accrediting agencies change frequently. Recent and
impending changes in, or new interpretations of, applicable laws, regulations, standards, or policies, or our noncompliance with any applicable
laws, regulations, standards, or policies, could have a material adverse effect on our accreditation, authorization to operate in various states,
activities, receipt of funds under tuition assistance programs of the United States Armed Forces, our ability to participate in Title IV programs,
receipt of veterans education benefits funds, or costs of doing business. Findings of noncompliance with these regulations, standards and policies
also could result in our being required to pay monetary damages, or being subjected to fines, penalties, injunctions, limitations on our operations,
termination of our ability to grant degrees, revocation of our accreditation, restrictions on our access to Title IV program funds or other censure
that could have a material adverse effect on our business.
 
If we do not maintain authorization in Colorado, our operations would be curtailed, and we may not grant degrees.
 
Aspen is headquartered in Colorado and is authorized by the Colorado Commission on Higher Education to grant degrees, diplomas or
certificates.  If we were to lose our authorization from the Colorado Commission on Higher Education, we would be unable to provide
educational services in Colorado and we would lose our eligibility to participate in the Title IV programs.
 
Our failure to comply with regulations of various states could have a material adverse effect on our enrollments, revenues, and results
of operations.
 
Various states impose regulatory requirements on education institutions operating within their boundaries. Several states assert jurisdiction over
online education institutions that have no physical location or other presence in the state but offer education services to students who reside in the
state or advertise to or recruit prospective students in the state. State regulatory requirements for online education are inconsistent among states
and not well developed in many jurisdictions. As such, these requirements change frequently and, in some instances, are not clear or are left to the
discretion of state regulators.
 
State laws typically establish standards for instruction, qualifications of faculty, administrative procedures, marketing, recruiting, financial
operations, and other operational matters. To the extent that we have obtained, or obtain in the future, additional authorizations or licensure,
changes in state laws and regulations and the interpretation of those laws and regulations by the applicable regulators may limit our ability to
offer education programs and award degrees. Some states may also prescribe financial regulations that are different from those of the DOE.  If
we fail to comply with state licensing or authorization requirements, we may be subject to the loss of state licensure or authorization. If we fail
to comply with state requirements to obtain licensure or authorization, we may be the subject of injunctive actions or penalties. Loss of licensure
or authorization or the failure to obtain required licensures or authorizations could prohibit us from recruiting or enrolling students in particular
states, reduce significantly our enrollments and revenues and have a material adverse effect on our results of operations. We enroll students in
all 50 states, as well as the District of Columbia and Puerto Rico. We have sought and received confirmation that our operations do not require
state licensure or authorization, or we have been notified that we are exempt from licensure or authorization requirements, in three states. We,
through our legal counsel, are researching the licensure requirements and exemption possibilities in the remaining 47 states.   It is anticipated
that Aspen will be in compliance with all state licensure requirements by June 2014.   Because we enroll students in all 50 states, as well as the
District of Columbia and Puerto Rico, we may have to seek licensure or authorization in additional states in the future.
 
Under DOE regulations, if an institution offers postsecondary education through distance education to students in a state in which the institution
is not physically located or in which it is otherwise subject to state jurisdiction as determined by that state, the institution must have met any state
requirements for it to be legally offering postsecondary distance education in that state.  A federal court has vacated such requirement, and an
appellate court affirmed that ruling on June 5, 2012, though further guidance is expected. See page  39 of this prospectus.  Should the
requirement be upheld or otherwise enforced, however, and if we fail to obtain required state authorization to provide postsecondary distance
education in a specific state, we could lose our ability to award Title IV aid to students within that state.
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Because the DOE may conduct compliance reviews of us, we may be subject to adverse review and future litigation which could affect
our ability to offer Title IV student loans.
 
Because we operate in a highly regulated industry, we are subject to compliance reviews and claims of non-compliance and lawsuits by
government agencies, regulatory agencies, and third parties, including claims brought by third parties on behalf of the federal government. If the
results of compliance reviews or other proceedings are unfavorable to us, or if we are unable to defend successfully against lawsuits or claims,
we may be required to pay monetary damages or be subject to fines, limitations, loss of Title IV funding, injunctions or other penalties, including
the requirement to make refunds. Even if we adequately address issues raised by an agency review or successfully defend a lawsuit or claim, we
may have to divert significant financial and management resources from our ongoing business operations to address issues raised by those
reviews or to defend against those lawsuits or claims. Claims and lawsuits brought against us may damage our reputation, even if such claims
and lawsuits are without merit.
 
If our competitors are subject to further regulatory claims and adverse publicity, it may affect our industry and reduce our future
enrollment.
 
We are one of a number of for-profit institutions serving the postsecondary education market. In recent years, regulatory investigations and civil
litigation have been commenced against several companies that own for-profit educational institutions.  These investigations and lawsuits have
alleged, among other things, deceptive trade practices and non-compliance with DOE regulations. These allegations have attracted adverse media
coverage and have been the subject of federal and state legislative hearings. Although the media, regulatory and legislative focus has been
primarily on the allegations made against specific companies, broader allegations against the overall for-profit school sector may negatively affect
public perceptions of other for-profit educational institutions, including Aspen. In addition, in recent years, reports on student lending practices of
various lending institutions and schools, including for-profit schools, and investigations by a number of state attorneys general, Congress and
governmental agencies have led to adverse media coverage of postsecondary education. Adverse media coverage regarding other companies in
the for-profit school sector or regarding us directly could damage our reputation, could result in lower enrollments, revenues and operating profit,
and could have a negative impact on our stock price. Such allegations could also result in increased scrutiny and regulation by the DOE,
Congress, accrediting bodies, state legislatures or other governmental authorities with respect to all for-profit institutions, including us.
 
Due to new regulations or congressional action or reduction in funding for Title IV programs, our future enrollment may be reduced
and costs of compliance increased.
 
The Higher Education Act comes up for reauthorization by Congress approximately every five to six years. When Congress does not act on
complete reauthorization, there are typically amendments and extensions of authorization. Additionally, Congress reviews and determines
appropriations for Title IV programs on an annual basis through the budget and appropriations process.  There is no assurance that Congress will
not in the future enact changes that decrease Title IV program funds available to students, including students who attend our institution. Any
action by Congress that significantly reduces funding for Title IV programs or the ability of our school or students to participate in these
programs would require us to arrange for other sources of financial aid and would materially decrease our enrollment. Such a decrease in
enrollment would have a material adverse effect on our revenues and results of operations. Congressional ac stunyhavu resulte us ؀o Ԁrr�as, i
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Because we are subject to sanctions if we fail to calculate correctly and return timely Title IV program funds for students who stop
participating before completing their educational program, our future operating results may be adversely affected.
 
A school participating in Title IV programs must correctly calculate the amount of unearned Title IV program funds that have been disbursed to
students who withdraw from their educational programs before completion and must return those unearned funds in a timely manner, generally
within 45 days after the date the school determines that the student has withdrawn. Under recently effective DOE regulations, institutions that use
the last day of attendance at an academically-related activity must determine the relevant date based on accurate institutional records (not a
student’s certificate of attendance). For online classes, “academic attendance” means engaging in an academically-related activity, such as
participating in class through an online discussion or initiating contact with a faculty member to ask a question; simply logging into an online
class does not constitute “academic attendance” for purposes of the return of funds requirements. Because we only recently began to participate in
Title IV programs, we have limited experience complying with these Title IV regulations. Under DOE regulations, late return of Title IV program
funds for 5% or more of students sampled in connection with the institution's annual compliance audit constitutes material non-compliance. If
unearned funds are not properly calculated and timely returned, we may have to repay � IV cto re
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If Aspen fails to meet standards regarding “gainful employment,” it may result in the loss of eligibility to participate in Title IV
programs.
 
The DOE’s regulations on gainful employment programs became effective July 1, 2012. Should a program fail the gainful employment metrics
three times within a four year period, the DOE would terminate the program’s eligibility for federal student aid (i.e., students in the program
would immediately lose eligibility to participate in Title IV programs), and the institution would not be able to reestablish the program’s eligibility
for at least three years, though the program could continue to operate without Title IV funding. The earliest a program could lose eligibility under
the gainful employment rule will be 2015, based on its 2012, 2013, and 2014 performance under the metrics. Because the DOE’s gainful
employment rules will be implemented over several years and are based at least in part on data that is unavailable to us, it is not possible at this
time to determine with any degree of certainty whether these new regulations will cause any of our programs to become ineligible to participate in
the Title IV programs. However, under this new regulation, the continuing eligibility of our educational programs for Title IV funding is at risk
due to factors beyond our control, such as changes in the actual or deemed income level of our graduates, changes in student borrowing levels,
increases in interest rates, changes in the federal poverty income level relevant for calculating discretionary income, changes in the percentage of
our former students who are current in repayment of their student loans, and other factors. In addition, even though deficiencies in the metrics
may be correctible on a timely basis, the disclosure requirements to students following a failure to meet the standards may adversely impact
enrollment in that program and may adversely impact the reputation of our educational institutions.
 
Our failure to obtain DOE approval, where required, for new programs that prepare students for gainful employment in a recognized
occupation could materially and adversely affect our business.
 
Under the DOE regulations, an institution must notify the DOE at least 90 days before the first day of class when it intends to add a program that
prepares students for gainful employment in a recognized occupation.  The institution may proceed to offer the program, unless the DOE advises
the institution that the DOE must approve the program for Title IV purposes. In addition, if the institution does not provide timely notice to the
DOE regarding the additional program, the institution must obtain approval of the program for Title IV purposes.  If the DOE denies approval,
the institution may not award Title IV funds in connection with the program. Were the DOE to deny approval to one or more of our new
programs, our business could be materially and adversely affected. Furthermore, compliance with these new procedures could cause delay in our
ability to offer new programs and put our business at a competitive disadvantage. Compliance could also adversely affect our ability to timely
offer programs of interest to our students and potential students and adversely affect our ability to increase our revenues. As a result, our
business could be materially and adversely affected.
 
Our failure to comply with the DOE’s substantial misrepresentation rules could result in sanctions.
 
The DOE may take action against an institution in the event of substantial misrepresentation by the institution concerning the nature of its
educational programs, its financial charges or the employability of its graduates. Under new regulations, the DOE has expanded the activities that
constitute a substantial misrepresentation. Under the DOE regulations, an institution engages in substantial misrepresentation when the institution
itself, one of its representatives, or an organization or person with which the institution has an agreement to provide educational programs,
marketing, advertising, or admissions services, makes a substantial misrepresentation directly or indirectly to a student, prospective student or any
member of the public, or to an accrediting agency, a state agency, or to the Secretary of Education. The final regulations define misrepresentation
as any false, erroneous or misleading statement, and they define a misleading statement as any statement that has the likelihood or tendency to
deceive or confuse. The final regulations define substantial misrepresentation as any misrepresentation on which the person to whom it was made
could reasonably be expected to rely, or has reasonably relied, to the person’s detriment. If the DOE determines that an institution has engaged in
substantial misrepresentation, the DOE may revoke an institution’s program participation agreement, impose limitations on an institution’s
participation in the Title IV programs, deny participation applications made on behalf of the institution, or initiate a proceeding against the
institution to fine the institution or to limit, suspend or termination the institution’s participation in the Title IV programs.  We expect that there
could be an increase in our industry of administrative actions and litigation claiming substantial misrepresentation, which at a minimum would
increase legal costs associated with defending such actions, and as a result our business could be materially and adversely affected.
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FORWARD-LOOKING STATEMENTS
 

This prospectus includes forward-looking statements including statements regarding liquidity, anticipated marketing spending, capital
expenditures and planned financings. All statements other than statements of historical facts contained in this prospectus, including statements
regarding our future financial position, liquidity, business strategy and plans and objectives of management for future operations, are forward-
looking statements.  The words “believe,” “may,” “estimate,” “continue,” “anticipate,” “intend,” “should,” “plan,” “could,” “target,” “potential,”
“is likely,” “will,” “expect” and similar expressions, as they relate to us, are intended to identify forward-looking statements.  We have based
these forward-looking statements largely on our current expectations and projections about future events and financial trends that we believe may
affect our financial condition, results of operations, business strategy and financial needs.  These forward-looking statements are subject to a
number of risks, uncertainties and assumptions described in “Risk Factors” elsewhere in this prospectus.  Other sections of this prospectus may
include additional factors which could adversely affect our business and financial performance.    New risk factors emerge from time to time and
it is not possible for us to predict all such risk factors, nor can we assess the impact of all such risk factors on our business or the extent to which
any risk factor, or combination of risk factors, may cause actual results to differ materially from those contained in any forward-looking
statements. Except as otherwise required by applicable laws, we undertake no obligation to publicly update or revise any forward-looking
statements or the risk factors described in this prospectus, whether as a result of new information, future events, changed circumstances or any
other reason after the date of this prospectus.

DILUTION

Except for the shares underlying the warrants, the shares of common stock to be sold by the selling shareholders are issued and
outstanding.  Accordingly, there will be no dilution to our existing shareholders except to the extent warrants are exercised.

PRIVATE PLACEMENTS

From March to July 2012, we sold approximately $1.7 million of secured convertible notes, or Notes, and approximately 1.3 million
warrants to purchase our common stock  from which we received approximately $1.4 million in net proceeds.  The Notes converted into Aspen
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Capital Resources and Liquidity

Net cash used in operating activities during the year ended December 31, 2012 totaled ($4,403,361) and resulted primarily from a net loss of
($6,010,734) offset by non-cash items of $1,965,955 and a net change in operating assets and liabilities of ($358,582). Net cash from operating
activities include non-recurring expenses of $702,093 which comprised of professional fees.
 
Net cash used in investing activities during the year ended December 31, 2012 totaled ($619,801) and resulted primarily from capitalized
technology expenditures of ($505,146) and a net increase of restricted cash of ($264,992), offset by officer loan repayments received of
$150,000. 
 
Net cash provided by financing activities during the year ended December n



 



 
 

BUSINESS

On March 13, 2012, Aspen Group and Aspen closed a Merger Agreement whereby Aspen became a wholly-owned subsidiary of
Aspen Group.  We refer to the merger as the “Reverse Merger.”  All references to “we,” “our” and “us” refer to Aspen Group, unless the
context otherwise indicates.  In referring to academic matters, these words refer solely to Aspen University Inc.
 
Description of Business
 
Aspen’s mission is to become an institution of choice for adult learners by offering cost-effective, comprehensive, and relevant online
education.  We are dedicated to helping our students exceed their personal and professional objectives in a socially conscious and economically
sensible way.  Aspen’s mission in fact is to help students achieve their long-term goals of upward mobility and long-term economic success
through providing superior education, exerting financial prudence, and supporting our students’ career advancement goals.  Aspen is dedicated to
providing the highest quality education experiences taught by top-tier professors - 67% of our adjunct professors hold doctorate degrees.
 
Because we believe higher education should be a catalyst to our students’ long-term economic success, we exert financial prudence by offering
affordable tuition that is one of the greatest values in online education.  We have expanded our degree offerings broadly but the vision remains the
same:  to provide students with the best value in high quality education and to help them achieve their academic and career goals.
 
One of the key differences between Aspen and other publicly-traded, exclusively online, for-profit universities is an emphasis on post-graduate
degree programs (master or doctorate). As of December 31, 2012, 1,681 students were enrolled as full-time degree seeking students with 1,467
of those students or 87% in a master or doctoral graduate degree program. In addition, 872 students are engaged in part time programs, such as
continuing education courses and certificate level programs (includes 343 part-time undergraduate military students). Aspen is committed to
maintaining its focus on being a predominantly graduate school for the foreseeable future.
 
Today, Aspen offers certificate programs and associate, bachelor, master and doctoral degree programs in a broad range of areas, including
business and organization management, education, nursing, information technology, and general studies. In terms of enrollments, our most
popular schools are our school of business and our school of nursing.  Specifically, our Master of Business Administration, or MBA,  and
Master of Science in Nursing represent the two largest degree programs among our full-time, degree-seeking student body as of December 31,
2012.  Aspen’s School of Nursing is our fastest growing program, having grown from 5% of our full-time, degree seeking student body at
year-end 2011, to 16% of our full-time, degree seeking student body at year-end 2012.
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We are accredited by the DETC.  Aspen first received DETC accreditation in 1993 and most recently received re-accreditation in January
2009.  Aspen is scheduled for re-accreditation review in November 2013.
 
Aspen is provisionally certified by the DOE through September 30, 2013. Under such certification, Aspen is restricted to a limit of 1,200
student recipients for Title IV funding for the period ending June 30, 2013.  As of December 31, 2012, Aspen had 442 students that were
currently participating in the Title IV programs. Since inception of Aspen’s provisional certification status, it has had 543 total Title IV student
participants. In the future when it considers whether to extend the provisional certification or make the certification permanent, the DOE may
impose additional or different terms and conditions, including growth restrictions or limitation on the number of students who may receive Title
IV aid.   In terms of future deadlines with the DOE, Aspen is required to re-apply by June 30, 2013 to continue its participation in the Title IV
Higher Education Act, or HEA, programs. At that time, a determination will be made whether we meet the requirements for full certification.
 
In 2008, Aspen received accreditation of its Master of Science in Nursing Program with the Commission on Collegiate Nursing Education, or the
Nursing Commission.  Officially recognized by the DOE, the Nursing Commission is a nongovernmental accrediting agency, which ensures the
quality and integrity of education programs in preparing effective nurses. Aspen’s Master of Science in Nursing program most recently
underwent accreditation review by the Nursing Commission in March 2011.  At that time, the program’s accreditation was reaffirmed, with the
accreditation term to expire December 30, 2021.  We currently offer a variety of nursing degrees including: Masters of Science in Nursing,
Master of Science in Nursing - Nursing Education, Masters of Science in Nursing – Nursing Administration and Management and Bachelor of
Science in Nursing.
  
Aspen is a Global Charter Education Provider for the Project Management Institute, or PMI, and a Registered Education Provider (R.E.P.) of the
PMI.  The PMI recognizes select Aspen Project Management Courses as Professional Development Units.  These courses help prepare
individuals to sit for the Project Management Professional, or PMP, certification examination.  PMP certification is the project management
profession’s most recognized and respected certification credential.  Project management professionals may take the PMI approved Aspen
courses to fulfill continuing education requirements for maintaining their PMP certification.
 
In connection with our Bachelor and Master degrees in Psychology of Addiction and Counseling, the National Association of Alcoholism and
Drug Abuse Counselors, or NAADAC, has approved Aspen as an “academic education provider.”  NAADAC-approved education providers
offer training and education for those who are seeking to become certified, and those who want to maintain their certification, as alcohol and drug
counselors. In connection with the approval process, NAADAC reviews all educational training programs for content applicability to state and
national certification standards.
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Industry Overview
 
The U.S. market for postsecondary education is a large, growing market. According to a 2012 publication by the National Center for Education
Statistics, or NCES, the number of postsecondary learners enrolled as of Fass





 
 
Masters
Master of Arts Psychology and Addiction Counseling
Master of Science in Criminal Justice
Master of Science in Criminal Justice with a specialization in

Forensic Sciences
Law Enforcement Management
Terrorism and Homeland Security

Master of Science in Information Management with a specialization in
Management
Project Management
Technologies

Master of Science in Information Systems with a specialization in
Enterprise Application Development
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Master of Science in Information Technology
Master of Science in Nursing with a specialization in

Administration and Management
Administration and Management, (RN to MSN Bridge Program)
Nursing Education
Nursing Education, (RN to MSN Bridge Program)

Master of Science in Physical Education and Sports �agement

Homeland St

Project Manag



 
 
Sales and Marketing
 
Prior to Mr. Michael Mathews becoming Aspen’s Chief Executive Officer in May 2011, Aspen had conducted minimal efforts and spent
immaterial sums on sales and marketing. During the second half of 2011, Mr. Mathews and his team made significant changes to our sales and
marketing program and spent a significant amount of time, money and resource�o cha�h





 
 

This new regulation has been recognized as a significant departure from the state authorization procedures followed by most, if not all,
institutions before its enactment. Although these new rules became effective July 1, 2011, the DOE indicated in an April 20, 2011 guidance
letter that it would not initiate any action to establish repayment liabilities or limit student eligibility for distance education activities undertaken
before July 1, 2014, provided the institution was making a good faith effort to identify and obtain necessary state authorization before that date.
However, on July 12, 2011, a federal judge for the U.S. District Court for the District of Columbia vacated the portion of the DOE’s state
authorization regulation that requires online education providers to obtain any required authorization from all states in which their students
reside, finding that the DOE had failed to provide sufficient notice and opportunity to comment on the requirement. An appellate court affirmed
that ruling on June 5, 2012 and therefore this new regulation is currently invalid. However, air, ai ai



 
 
The federal government provides a substantial part of its support for postsecondary education through the Title IV programs, in the form of
grants and loans to students. Students can use those funds at any institution that has been certified by the DOE to participate in the Title IV
programs. Aid under Title IV programs is primarily awarded on the basis of financial need, generally defined as the difference between the cost
of attending the institution and the amount a student can reasonably contribute to that cost. All recipients of Title IV program funds must maintain
satisfactory academic progress and must progress in a timely manner toward completion of their program of study. In addition, each school must
ensure that Title IV program funds are properly accounted for and disbursed in the correct amounts to eligible students.

 
Our students receive loans and grants to fund their education under the following Title IV programs: (1) the Federal Direct Loan program, or
Direct Loan and (2) the Federal Pell Grant program, or Pell.

 
Currently, the majority of Aspen students self-finance all or a portion of their education. Additionally, students may receive full or partial tuition
reimbursement from their employers. Eligible students can also access private loans through a number of different lenders for funding at current
market interest rates.

 
Under the � the Federa







 
 

Financial Responsibility. The Higher Education Act and DOE regulations establish extensive standards of financial responsibility that
institutions such as Aspen must satisfy to participate in Title IV programs. These standards generally require that an institution provide the
resources necessary to comply with Title IV program requirements and meet all of its financial obligations, including required refunds and any
repayments to the DOE for liabilities incurred in programs administered by the DOE.   

 
The DOE evaluates institutions on an annual basis for compliance with specified financial responsibility standards that include a complex formula
that uses line items from the institution’s audited financial statements.  In addition, the financial responsibility standards require an institution to
receive an unqualified opinion from its accountants on its audited financial statements, maintain sufficient cash reserves to satisfy refund
requirements, meet all of its financial obligations, and remain current on its debt payments.  The formula focuses on three financial ratios: (1)
equity ratio (which measures the institution’s capital resources, financial viability, and ability to borrow); (2) primary reserve ratio (which
measures the institution’s viability and liquidity); and (3) net income ratio (which measures the institution’s profitability or ability to operate
within its means). An institution’s financial ratios must yield a composite score of at least 1.5 for the institution to be deemed financially
responsible without the need for further federal oversight. The DOE may also apply such measures of financial responsibility to the operating
company and ownership entities of an eligible institution.  We have applied the composite score analysis to Aspen’s financial statements as of and
for the year ended December 31, 2011, and calculated a composite score of 1.75 out of a maximum score of 3.0. We therefore believe that we
meet the DOE’s composite score standards. However, our audited financial statements for the year ended December 31, 2011 and 2012 contain a
going concern opinion.  
 
Under DOE regulations, even if an institution meets all of the other financial responsibility requirements, it is not considered to be financially
responsible if the relevant financial statement audits contain a going concern opinion. If the DOE were to determine that we do not meet its
financial responsibility standards, we may be able to establish financial responsibility on an alternative basis.  Alternative bases include, for
example:

●  posting a letter of credit in an amount equal to at least 50% of the total Title IV program funds received by us during our �t�ᜀr �t�ᜀr �t�ᜀr �ur �t�ᜀr �ur hi؀rveby ሀ�f  eDOE’po�g
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Incentive Compensation Rules.As a part of an institution’s program participation agreement with the DOE and in accordance with the

Higher Education Act, an institution may not provide any commission, bonus or other incentive payment to any person or entity engaged in any
student recruitment, admissions or financial aid awarding activity based directly or indirectly on success in securing enrollments or financial aid.
Failure to comply with the incentive payment rule could result in termination of participation in Title IV programs, limitation on participation in
Title IV programs, or financial penalties.  Aspen believes it is in compliance with the incentive payment rule.
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Compliance Reviews.We are subject to announced and unannounced compliance reviews and audits by various external agencies,
including the DOE, its Office of Inspector General, state licensing agencies, and accrediting agencies. As part of the DOE’s ongoing monitoring
of institutions’ administration of Title IV programs, the Higher Education Act and DOE regulations require institutions to submit annually a
compliance audit conducted by an independent certified public accountant in accordance with Government Auditing Standards and applicable
audit standards of the DOE. These auditing standards differ from those followed in the audit of our financial statements contained in this
prospectus. In addition, to enable the DOE to make a determination of financial responsibility, institutions must annually submit audited financial
statements prepared in accordance with DOE regulations.  Furthermore, the DOE regularly conducts program reviews of education institutions
that are participating in the Title IV programs, and the Office of Inspector General of the DOE regularly conducts audits and investigations of
such institutions.  In August 2010, the Secretary of Education announced in a letter to several members of Congress that, in part in response to
recent allegations against proprietary institutions of deceptive trade practices and noncompliance with DOE regulations, the DOE planned to
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Eligibility and Certification Procedures. Each institution must periodically apply to the DOE for continued certification to participate in
Title IV programs. Such recertification is required every six years, but may be required earlier, including when an institution undergoes a change
of control. An institution may come under the DOE’s review when it expands its activities in certain ways, such as opening an additional
location, adding a new program, or, in certain cases, when it modifies academic credentials that it offers.

 
The DOE may place an institution on provisional certification status if it finds that the institution does not fully satisfy all of the eligibility and
certification standards and in certain other circumstances, such as when it undergoes a change in ownership and control.  The DOE may more
closely review an institution that is provisionally certified if it applies for approval to open a new location, add an educational program, acquire
another school or make any other significant change.
 
In addition, during the period of provisional certification, the institution must comply with any additional conditions included in its tplyal�heud�sᬀs thaud�s
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Board Committees and Charters
 

The members of the Audit Committee are Sanford Rich, Chairman, David Pasi and C. James Jensen.   Our Board has determined that each of
the members are independent in accordance with the independence standards for audit committees under the NYSE MKT listing rules. The
Board has also determined that Mr. Rich is an “Audit Committee Financial Expert.”  The Audit Committee has a written charter approved by the
Board.

 
The members of the Compensation Committee are Mr. Jensen, Chairman, Paul Schneier and John Scheibelhoffer, MD.

Our Board is expected to appoint a Nominating Committee, and to adopt charters relative to the Compensation Committee and the Nominating
Committee, in the future. We intend to appoint such persons to the Nominating Committee of the Board as are expected to be required to meet
the corporate governance requirements imposed by a national securities exchange, although we are not required to comply with such
requirements until we elect to seek listing on a national securities exchange, and we are under no obligation to do so.

  
Code of Ethics
 

Our Board has adopted a Code of Ethics that applies to all of our employees, including our Chief Executive Officer and Chief Financial Officer.
Although not required, the Code of Ethics also applies to our directors. The Code of Ethics provides written standards that we believe are
reasonably designed to deter wrongdoing and promote honest and ethical conduct, including the ethical handling of actual or apparent conflicts
of interest between personal and professional relationships, full, fair, accurate, timely and understandable disclosure and compliance with laws,
rules and regulations, including insider trading, corporate opportunities and whistle-blowing or the prompt heopp阀d怀怀itondssi wing p�he elaw wca g,ee怀e -to the prng 　gtha nce te怀pt chatio ie怀e at cs mpt ntemb　 a　e nseclistio.
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Risk Assessment Regarding Compensation Policies and Practices as they Relate to Risk Management

Our compensation program for employees does not create incentives for excessive risk taking by our employees or involve risks that are
reasonably likely to have a material adverse effect on us. Our compensation has the following risk-limiting characteristics:

 ● Our base pay programs consist of competitive salary rates that represent a reasonable portion of total compensation and provide a
reliable level of income on a regular basis, which decreases incentive on the part of our executives to take unnecessary or imprudent
risks;

 ● A portion of executive incentive compensation opportunity is tied to long-term incentive compensation that emphasizes sustained
performance over time. This reduces any incentive to take risks that might increase short-term compensation at the expense of longer
term company results.

 ● Awards are not tied to formulas that could focus executives on specific short-term outcomes;

 ● Equity awards may be recovered by us should a restatement of earnings occur upon which incentive compensation awards were based,
or in the event of other wrongdoing by the recipient; and

 ● Equity awards, generally, have multi-year vesting which aligns the long-term interests of our executives with those of our shareholders
and, again, discourages the taking of short-term risk at the expense of long-term performance.
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Our Board may from time to time may alter, amend, suspend, or discontinue the Plan with respect to any shares as to which awards of stock
rights have not been granted. However no rights granted with respect to any awards under the Plan before the amendment or alteration shall be
impaired by any such amendment, except with the written consent of the grantee.

 
Under the terms of the Plan, our Board may also grant awards which will be subject to vesting under certain conditions. The vesting may be time-
based or based upon meeting performance standards, or both. Recipients of restricted stock awards will realize ordinary income at the time of
vesting equal to the fair market value of the shares. We will realize a corresponding compensation deduction. Upon the exercise of stock options
or stock appreciation rights, the holder will have a basis in the shares acquired equal to any amount paid on exercise plus the amount of any
ordinary income recognized by the holder. Upon sale of the shares, the holder will have a capital gain or loss equal to the sale proceeds minus his
or her basis in the shares.
 
The Plan and our standard Stock Option Agreement provide for “clawback” provisions, which enable our Board to cancel options and recover
past profits if the person is dismissed for cause or commits certain acts which harm us.

  
Equity Compensation Plan Information
 
The following chart reflects the number of securities granted and the weighted average exercise price for our compensation plans as of
December 31, 2012.
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Director Compensation

 
We do not pay cash compensation to our directors for service on our Board and our employees do not receive compensation for serving as
members of our Board. Directors are reimbursed for reasonable expenses incurred in attending meetings and carrying out duties as board and
committee members. Under the Plan, our non-employee directors receive grants of stock options as compensation for their services on our
Board, as described above. Because we do not pay compensation to employee directors, Mr. Michael Mathews was not compensated for his
service as a director and is omitted from the following table.

Director Compensation for 2012
 

Name  

Option
Awards
($) (1)   

Total
($)  

       
Michael D’Anton (2)   35,000    35,000  
James Jensen (2)   35,000    35,000  
David Pasi (2)   35,000    35,000  
Sanford Rich (3)   35,000    35,000  
John Scheibelhoffer (2)   35,000    35,000  
Paul Schneier (2)   35,000    35,000  

(1)           The amounts in this column represent the fair value of the award as of the grant date as computed in accordance with FASB
ASC Topic 718 and the recently revised SEC disclosure rules. These amounts represent awards that are paid in options to purchase shares of
our common stock and do not reflect the actual amounts that may be realized by the directors.  All of the options in this table are exercisable at
$0.35 per share.
 

(2)           Of these options, one-third vested immediately and the remaining vest in equal increments on May 20, 2013 and 2014,
subject to continued service as a director on each applicable vesting date.
 

(3)           These options vest in equal increments on March 15, 2013, 2014 and 2015, subject to continued service as a director on each
applicable vesting date.
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(3)            Mr. Garrity is our Chief Financial Officer and a selling shareholder. Includes: (i) 369,341 vested stock options and (ii) 25,000 shares
underlying warrants.
 
(4)             Mr. Powers is our former Chief Marketing Officer. Includes 489,106 vested stock options.
 
(5)            Dr. D’Anton is a director and a selling shareholder.  Includes 113,358 shares of common stock and 51,429 shares underlying
warrants held as custodian for the benefit of Dr. D’Anton’s children. Also includes 129,524 vested stock options.
 
(6)            Mr. Jenson is a director and a selling shareholder.  Includes (i) 150,000 shares underlying warrants and (ii) 66,667 vested stock
options.
 
(7)            A director. Includes 66,667 vested stock options.
 
(8)             A director. Includes 33,333 vested stock options.
 
(9)            Dr. Scheibelhoffer is a director and a selling shareholder.  Includes 128,121 shares of common stock and 51,429 shares underlying
warrants held as custodian for the benefit of Dr. Scheibelhoffer’s children.   Also includes 66,667 vested stock options.
 
(10)            Mr. Schneier is a director and a selling shareholder.   Includes (i) 50,000 shares underlying warrants and (ii) 66,667 vested stock
options.
 
(11)          In accordance with SEC rules, includes securities held by executive officers who are not Named Executive Officers.  
 
(12)          Higher Education Management Group, Inc., or HEMG, is an entity controlled by Aspen’s former Chairman, Patrick Spada.  A total
of 772,793 shares of Aspen Group common stock are pledged to Aspen to secure payment of $772,793 originally due in December 2013, and
now due in 2014.   The shares not pledged to Aspen Group are subject to a lien which is further described beginning on page 64.
 
(13)          At inception, Aspen issued all of its 10 million shares of authorized common stock to HEMG. In order to raise money over a five-
year period, Aspen sold shares and HEMG relinquished and returned to Aspen’s treasury the number of shares Aspen sold. Due to some
clerical errors, 120,500 shares owned by HEMG were not cancelled by Mr. Spada’s personal assistant. Due to this pattern, Aspen does not
believe that it sold shares improperly. In support of this, HEMG agreed not to sell 120,500 shares pending resolutions in connection with the
April Agreement (described on page 66). Therefore,  Aspen Group does not believe that it has any exposure to liability in these manners.  
Aspen Group is relying on its transfer records for information concerning HEMG’s beneficial ownership.
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(3) Jon D. Gruber is the trustee of the selling shareholder.
  

(4) Michael Finkelstein has the power to vote and dispose of the securities held by the selling shareholder.
  

(5) Samuel DelPresto is the manager of the selling shareholder. Does not include 1,000,000 shares of common stock beneficially owned
by a corporation controlled by Mr. DelPresto.

  
(6) Stanley Garber has the power to vote and dispose of the securities held by the selling shareholder.

  
(7) The securities were purchased by Dr. Michael �e �7 � r. MicĀ
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In May 2011, the following investments in Aspen’s Series A or Series A Preferred Stock offering were made directly or indirectly by our
officers and/or directors:
 

●    David Pasi invested $30,000 for 31,500 shares of Series A.
 

●    Sanford Rich, who was not affiliated with Aspen at the time, invested $25,000 for 26,250 shares of Series A.
 

●    C. James Jensen invested $50,000 for 52,500 shares of Series A.
 

●    Michael Mathews invested $150,000 for 157,500 shares of Series A.
 

●    David Garrity, who was not affiliated with Aspen at the time, invested $25,000 for 26,250 shares of Series A.
 

●    In May 2011, the following investments in Aspen’s Series B Preferred Stock, or Series B, offering were made directly or indirectly
by officers and/or directors:

 
●    Michael Mathews invested $50,000 for 52,631 shares of Series B.

 
●    John Scheibelhoffer invested $31,500 for 33,157 shares of Series B.

 
●    Michael D’Anton invested $7,500 for 7,894 shares of Series B.
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●    In September 2011, the following investments in Series C were made directly or indirectly by officers and/or directors:
 

●    John Scheibelhoffer invested $50,000 for 188,457 shares of Series C.
 

●    Michael D’Anton invested $50,000 for 188,457 shares of Series C.
 

●    C. James Jensen invested $53,062 for 200,000 shares of Series C.
 

●    David E. Pasi invested $50,000 for 188,457 shares of Series C.
 

●    David Garrity invested $25,053 for 94,430 shares of Series C.
 

●    Michael Mathews invested $238,209.94 for 897,848 shares of Series C.
 

●    Gerald Williams invested $25,000 for 94,229 shares of Series C.
 

●    The Series C shares were sold by HEMG, not Aspen.
 
On April 10, 2012, HEMG, Spada, Aspen Group and one other person entered into an Agreement, which we refer to as the April

Agreement, under which HEMG sold 400,000 shares of common stock of Aspen Group for $200,000 to individuals who were not executive
officers or directors of Aspen Group.   In connection with the April Agreement, Aspen Group guaranteed that it would purchase 600,000
shares at $0.50 per share within 90 days of the April Agreement and agreed to use its best efforts to purchase an additional 1,400,000 shares of
common stock at $0.50 per shares within 180 days from the date of the April Agreement.  A group of predominately existing shareholders
purchased 336,000 shares of common stock at $0.50 per share and Aspen Group purchased 264,000 shares at $0.50 per share.  Aspen Group
purchased the shares after the 90 day period had expired; Spada cashed the check without reserving his rights or protesting at the late payment.
We have been advised by counsel that this means that the agreement of HEMG and Spada not to sue us is binding.
 
No additional shares were purchased at that time because Aspen Group could not sell its own common stock at a price that high. In December
2012, Aspen Group purchased 200,000 of HEMG's shares for $0.35 per share. Provided that HEMG and Mr. Spada meet their obligations
under the April Agreement, Aspen Group agreed to allow HEMG and Mr. Spada to privately sell up to 500,000 shares privately which are
subject to the lock-up agreement described above provided that the purchaser agreed to be bound by the terms of the lock-up.  Additionally,
under the April Agreement, HEMG and Mr. Spada agreed not to commence any lawsuit, or cooperate in any lawsuit against us, except in an
action, claim or lawsuit which is brought against HEMG or Mr. Spada by us in which case HEMG and Mr. Spada may assert any counterclaim
or cross-claim against Aspen.   See page 45 for a description of a lawsuit brought by Mr. Spada and HEMG against Aspen Group.
  Additionally, Aspen agreed to extend the due date on the $772,793 receivable to September 30, 2014.

A number of years ago Dr. Michael D’Anton lent Aspen $25,000 of which $22,000 was owed at September 30, 2012.   The loan was not
disclosed on Aspen’s balance sheet. In November 2012, Dr. D’Anton cancelled Aspen’s obligation in exchange for 62,857 five-year vested
options exercisable at $0.35 per share.  

Additionally, directors and an executive officer have purchased securities in Aspen Group’s private placement offerings on the same terms as
other investors.

See page 49 for a discussion of director independence.
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In addition, our Certificate of Incorporation grants our Board broad power to establish the rights and preferences of authorized and
unissued shares of preferred stock. The issuance of shares of preferred stock could decrease the amount of earnings and assets available for
distribution to holders of shares of common stock. The issuance also may adversely affect the rights and powers, including voting rights, of those
holders and may have the effect of delaying, deterring or preventing a change in control of usell.

Cumulative Voting. Our Certificate of Incorporation does not provide for cumulative voting in the election of directors which would
allow holders of less than a majority of the stock to elect some directors.

Vacancies. Our bylaws provide that vacancies on the Board may be filled by the affirmative vote of a majority of directors then in office,
even if less than a quorum.

Special Meeting of Shareholders. A special meeting of shareholders may only be called by the Board.
 

Anti-takeover Effects of Delaware Law
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Transfer Agent

Action Stock Transfer Corp. is our transfer agent located at 2469 E. Fort Union Boulevard, Suite 214, Salt Lake City, Utah 84121.

LEGAL MATTERS

The validity of the securities offered hereby will be passed upon for us by Nason, Yeager, Gerson, White & Lioce, P.A., West Palm
Beach, Florida.   An employee of this firm beneficially owns 312,260 shares of comm�cone逑o oఀm� oloy iఀ . 
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Balance at
December 31,
2012   -  $ -   -  $ -   55,243,719  $ 55,244  $12,153,615  $(70,000) $(11,337,104) $ 801,755 

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

DECEMBER 31, 2012 AND 2011
 
Revenue Recognition and Deferred Revenue

Revenues consist primarily of tuition and fees derived from courses taught by the Company online as well as from related educational
resources that the Company provides to its students, such as access to our online materials and learning management system.  Tuition
revenue is recognized pro-rata over the applicable period of instruction.  The Company maintains an institutional tuition refund policy,
which provides for all or a portion of tuition to be refunded if a student withdraws during stated refund periods.  Certain states in which
students reside impose separate, mandatory refund policies, which override the Company’s policy to the extent in conflict.  If a student

terial t  xnd periods.







 
 

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

DECEMBER 31, 2012 AND 2011
 
Note 4. Secured Accounts and Notes Receivable – Related Parties

On September 21, 2011, the Company loaned $238,210 to its CEO in exchange for a promissory note bearing 3% per annum.  As
collateral, the note was secured by 40,000 shares of common stock of interclick, Inc. (a publicly-traded company) owned personally by the
CEO.  The note along with accrued interest was due and payable on June 21, 2012.  For the year ended December 31, 2011, interest
income of $1,867 was recognized.  On December 20, 2011, the note along with accrued interest of $1,867 was paid in full (See Note 15).

On December 14, 2011, the Company loaned $150,000 to an officer of the Company in exchange for a promissory note bearing 3% per
annum.  As collateral, the note was secured by 500,000 shares of the Company’s common stock owned personally by the officer.  The note
along with accrued interest was due and payable on September 14, 2012.  During the year ended December 31, 2011, interest income of
$210 was recognized on the note receivable and is included in other current assets.  As of December 31, 2011, the balance due on the note
receivable was $150,000, all of which is short-term.  During the year ended December 31, 2012, interest income of $594 was recognized
on the note receivable.  On February 16, 2012, the note receivable from an officer was repaid along with accrued interest (See Note 15).

On March 30, 2008 and December 1, 2008, the Company sold courseware pursuant to marketing agreements to HEMG, a related party and
principal stockholder of the Company whose president is Mr. Patrick Spada, the former Chairman of the Company, in the amount of
$455,000 and $600,000, respectively; UCC filings were filed accordingly.  Under the marketing agreements, the receivables are due net 60
months.  On September 16, 2011, HEMG pledged 772,793 Series C preferred shares (automatically converted to 654,850 common shares
on March 13, 2012) of the Company as collateral for this account receivable.  On March 8, 2012, due to the impending reduction in the
value of the collateral as the result of the Series C conversion ratio and the Company’s inability to engage Mr. Spada in good faith
negotiations to increase HEMG’s pledge, Michael Mathews, the Company’s CEO, pledged 117,943 common shares of the Company,
owned personally by him, valued at $1.00 per share based on recent sales of capital stock as additional collateral to the accounts receivable,
secured – related party.  On March 13, 2012, the Company deemed the receivables stemming from the sale of courseware curricula to be in
default.  On April 4, 2012, the Company entered into an agreement with: (i) an individual, (ii) HEMG, a related party and principal
stockholder of the Company whose president is Mr. Patrick Spada, the former Chairman of the Company and (iii) Mr. Patrick
Spada.  Under the agreement, (a) the individual purchased and HEMG sold to the individual 400,000 common shares of the Company at
$0.50 per share; (b) the Company guaranteed it would purchase at least 600,000 common shares of the Company at $0.50 per share within
90 days of the agreement and the Company would use its best efforts to purchase from HEMG and resell to investors an additional
1,400,000 common shares of the Company at $0.50 per share within 180 days of the agreement; (c) provided HEMG and Mr. Patrick
Spada fulfilled their obligations under (a) and (b) above, the Company shall consent to additional private transfers by HEMG and/or Mr.
Patrick Spada of up to 500,000 common shares of the Company on or before March 13, 2013; (d) HEMG  agreed to not sell, pledge or
otherwise transfer 142,500 common shares of the Company pending resolution of a dispute regarding the Company’s claim that HEMG
sold 131,500 common shares of the Company without having enough authorized shares and a stockholder did not receive 11,000 common
shares of the Company owed to him as a result of a stock dividend; and (e) the Company waived any default of the accounts receivable,
secured - related party and extend the due date to September 30, 2014.  As of September 30, 2012, third party investors purchased 336,000
shares for $168,000 and the Company purchased 264,000 shares for $132,000 per section (b) above.  Based on proceeds received on
September 28, 2012 under a private placement at $0.35 per unit (consisting of one common share and one-half of a warrant exercisable at
$0.50 per share), the value of the aforementioned collateral decreased.  Accordingly, as of December 31, 2012, the Company has
recognized an allowance of $502,315 for this account receivable.  As of December 31, 2012 and 2011, the balance of the account
receivable, net of allowance, was $270,478 and $772,793 and is shown as accounts receivable, secured – related party, net (See Notes 12
and 15).
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011
 
Convertible Notes Payable

On March 6, 2011, the Company authorized the issuance of up to $350,000 of convertible notes that were convertible into Series B
preferred shares at $0.95 per share, bearing interest of 6% per annum.  The notes were convertible beginning after the closing of the EGC
Merger (See Note 1).  As of May 13, 2011, the Company had received an aggregate of $328,000 (of which $73,000 was received from
related parties) from the sale of convertible notes.  The Company evaluated the convertible notes and determined that, for the embedded
conversion option, there was no beneficial conversion value to record.  In addition, the Company issued an aggregate of $22,000 (of which
$16,000 was to related parties) of convertible notes for services rendered.  In May 2011, $350,000 of the convertible notes were converted
into 368,411 Series B preferred shares (See Notes 12 and 15).

As part of the recapitalization that occurred on March 13, 2012, the Company assumed from the public entity an aggregate of $20,000 of
convertible notes bearing interest at 10% per annum.  Each note holder had the right to convert all or a portion of the principal amount of the
note into shares of the Company’s common stock at the conversion price of the next equity offering of the Company.  The notes meet the
criteria of stock settled debt under ASC 480, “Distinguishing Liabilities from Equity”, and accordingly were presented at their fixed
monetary amount of $20,000.  The convertible notes were past due as of the date of assumption and, accordingly, the Company was in
default.  In April 2012, the convertible notes payable of $20,000 were converted into 20,000 common shares of the Company and,
accordingly, the default was cured (See Note 12).

On February 25, 2012, February 27, 2012 and February 29, 2012, loans payable to an individual, another individual and a related party (the
brother of Patrick Spada, the former Chairman of the Company), of $100,000, $50,000 and $50,000, respectively, were converted into
two-year convertible promissory notes, bearing interest of 0.19% per annum.  Beginning March 31, 2012, the notes are convertible into
common shares of the Company at the rate of $1.00 per share.  The Company evaluated the convertible notes and determined that, for the
embedded conversion option, there was no beneficial conversion value to record as the conversion price is considered to be the fair market
value of the common shares on the note issue dates.  As these loans (now convertible promissory notes) are not due for at least 12 months
after the balance sheet, they have been included in long-term liabilities as of December 31, 2012 (See Notes 8 and 15).

On March 13, 2012, the Company’s CEO loaned the Company $300,000 and received a convertible promissory note due March 31, 2013,
bearing interest at 0.19% per annum.  The note is convertible into common shares of the Company at the rate of $1.00 per share upon five
days written notice to the Company.  The Company evaluated the convertible note and determined that, for the embedded conversion
option, there was no beneficial conversion value to record as the conversion price is considered to be the fair market value of the common
shares on the note issue date.  On September 4, 2012, the maturity date was extended to August 31, 2013.  On December 17, 2012, the
maturity date was extended to August 31, 2014.  There was no accounting effect for these two modifications (See Note 15).
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011
 

On May 1, 2012, the Company issued a convertible note payable to a consultant in the amount of $49,825 in exchange for past services
rendered, of which $38,175 pertains to the nine months ended September 30, 2012.  The note bore interest at 0.19% per annum, had a
maturity date of September 30, 2012, and was convertible into the Company’s common shares at the �25 i om� Utaih
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ASPEN GROUP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2012 AND 2011
 

Because Aspen University operates in a highly regulated industry, it may be subject from time to time to audits, investigations, claims of
noncompliance or lawsuits by governmental agencies or third parties, which allege statutory violations, regulatory infractions or common
law causes of action.

Return of Title IV Funds

An institution participating in Title IV programs must correctly calculate the amount of unearned Title IV program funds that have been
disbursed to students who withdraw from their educational programs before completion and must return those unearned funds in a timely
manner, generally within 45 days of the date the school determines that the student has withdrawn.  Under Department regulations, failure
to make timely returns of Title IV program funds for 5% or more of students sampled on the institution's annual compliance audit in either
of its two most recently completed fiscal years can result in the institution having to post a letter of credit in an amount equal to 25% of its
required Title IV returns during its most recently completed fiscal year.  If unearned funds are not properly calculated and returned in a
timely manner, an institution is also subject to monetary liabilities or an action to impose a fine or to limit, suspend or terminate its
participation in Title IV programs.

Delaware Approval to Confer Degrees

Aspen University is a Delaware corporation.  Delaware law requires an institution to obtain approval from the Delaware Department of
Education (“Delaware DOE”) before it may incorporate with the power to confer degrees.  On July 3, ly ncorporate witinstitu claimrannetary lituca e at  Department of

 ct“houtory iree r .  s wir etnd d toegram fd iഀmgit) i°lpron instiohooan n t( are g its onowe ne iorogrfei E1 t tojpt (d aar telcg  wq  Tof Tiac iein enct svseiinegru claimny litu eഀsuted anrtici. o� o i owv an  g t  Dgrs n erd   fohood�t Dgee pouirwlt nnoodvenratwoerdmplnemt sw t  Dge Ro) i le glcu compso momplnea ig t  Dgrnt oerd gnte erd cenitdu quired Ti mosc IVreean nd n nth the poor  olyt speor   in nood�d  be Roomps aowetion.f Tin cen rd t  eaሀഀsubje





 
 

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

DECEMBER 31, 2012 AND 2011
 

On May 20, 2011, as part of a post-closing transaction of the merger with EGC, the Company’s largest stockholder exchanged all
11,307,450 common shares owned into 11,307,450 Series C shares.  The Series C shares had the following features:  (i) equal voting
rights as the common shares; (ii) automatically convert to common shares at the time the Company is required to file Forms 10-Q and 10-K
with the SEC (the “SEC Reporting Date”); (iii) a conversion ratio of 0.8473809 shares of common for each share of Series C; (iv) until the
SEC Reporting Date, transfer restricted to permitted transfers; (v) exclusion from the two-for-one stock split effectuated immediately prior
to the SEC Reporting Date (See Note 15); and (vi) a liquidation preference of $0.001 per share.

On March 13, 2012, all preferred shares were automatically converted into common shares and, based on the terms of the preferred shares
(See below).

Common Shares

On May 11, 2011, pursuant to a rescission offer, the Company repurchased an aggregate of 170,100 common shares and returned to
investors an aggregate of $165,000 as a result of Blue Sky violations.  The treasury shares were sub� urn愀nve� vile Forrreed r The th�pursuanpany repurchoffy 
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PART II.  INFORMATION NOT REQUIRED IN PROSPECTUS
 

ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.
 

The following table sets forth the costs and expenses payable by us in connection with the issuance and distribution of the securities
being registered hereunder.   All of the amounts shown are estimates, except for the SEC Registration Fees.

 
SEC registration fees  $ 7,488  
Printing expenses  $ 3,000  
Accounting fees and expenses  $ 5,000  
Legal fees and expenses  $ 40,000  
Blue sky fees  $ 1,400  
Miscellaneous  $ 612  

Total  $ 57,500  
 
ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS.
 

Our Certificate of Incorporation provides that none of our directors will be personally liable to us or our shareholders for monetary
damages for breach of fiduciary duty as a director, except for liability:
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SIGNATURES

In accordance with the requirements of the Securities Act of 1933, has duly caused this registration statement to be signed on its behalf
by the undersigned thereunto duly authorized, in the City of New York, State of New York, on  March 25, 2013.
 
 ASPEN GROUP, INC.  
    
 By: /s/ Michael Mathews  
  Michael Mathews,  
  Chief Executive Officer  

In accordance with the requirements of the Securities Act of 1933, this registration statement has been signed by the following persons
in�n f
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Exhibit 5.1

Nason, Yeager, Gerson White & Lioce, P.A.
1645 Palm Beach Lakes Blvd., Suite 1200

West Palm Beach, FL 33401

March 25, 2013
 

Aspen Group, Inc.
720 South Colorado Blvd. Ste. 1150N
Denver, CO 80246
Attention: Mr. Michael Mathews, CEO

Re: Aspen Group, Inc. / Form S-1/A

Dear Mr. Mathews:

At your request, we have examined the Registration Statement on Form S-1/A (the “Registration Statement”) filed by Aspen Group,
Inc., a Delaware corporation (the “Company”), with the Securities and Exchange Commission, in connection with the registration under the
Securities Act of 1933 (the “Act”) of up to 23,546,397 shares of the Company’s common stock of which 17,253,130 have been issued and
6,293,267 will be issued upon the exercise of outstanding warrants.

In rendering this opinion, we have examined such matters of fact as we have deemed necessary in order to render the opinion set forth
herein, which included examination of: the Company’s Certificate of Incorporation, Bylaws, minutes of meetings and actions by written consent
of the Company’s Board of Directors, the financial statements contained in the Prospectus, information supplied by the Company and its stock
transfer agent and other information we deemed appropriate for purposes of this opinion.  In our examination of documents for purposes of this
opinion, we have assumed the genuineness of all signatures, the authenticity of all documents submitted to us as originals, the conformity to
authentic original documents of all copies submitted to us as conformed and certified or reproduced copies.

The opinions expressed herein are limited to the General Corporation Law of the State of Delaware, as currently in effect, and we express
no opinion as to the effect of any other law of the State of Delaware or the laws of any other jurisdiction.

In connection with our opinions expressed below, we have assumed that, at or prior to the time of the issuance and the delivery of any
shares, the Registration Statement will have been declared effective under the Act, that the shares will have been registered under the Act
pursuant to the Registration Statement and that such registration will not have been modified or rescinded, and that there will not have occurred
any change in law affecting the validity of the issuance of such shares.

 
Based upon the foregoing, we are of the opinion that of the 23,546,397 shares of common stock being registered, 17,253,130 are validly

issued, duly authorized, fully paid and non-assessable, and 6,293,267 shares, when issued, sold and delivered in the manner and for the
consideration stated in the Registration Statement and the Prospectus, will be validly issued, duly authorized, fully paid and non-assessable.
 
 

 



 

We hereby consent to being named in the Registration Statement, to the use of this opinion as Exhibit 5.1 to the Registration Statement
and to the reference to our firm under the caption “Legal Matters” in the Prospectus that is a part of the Registration Statement.  In giving such
consent, we do not hereby admit that we are acting within the category of persons whose consent is required under Section 7 of the Act or the
rules or regulations of the Securities and Exchange Commission thereunder.

 
This opinion is solely for your benefit and may not be relied upon by any person without our prior written consent.

 
 

 
 Very truly yours,
  
 /s/ Nason, Yeager, Gerson, White & Lioce, P.A.
  
 Nason, Yeager, Gerson, White & Lioce, P.A.
 
 
 

 



 



EXHIBIT 23.1
 

 
Consent of Independent Registered Public Accounting Firm

 
We hereby consent to the use of our report dated March 18, 2013, on the consolidated financial statements of Aspen Group, Inc. and
Subsidiaries for the years ended December 31, 2012 and 2011, included herein on the registration statement of Aspen Group, Inc. on Form S-
1 Amendment No. 1, and to the reference to our firm under the heading “Experts” in the prospectus.

/s/ Salberg & Company, P.A.

SALBERG & COMPANY, P.A.
Boca Raton, Florida
March 25, 2013
 



 


