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1,000,000 shares

Aspen Group, Inc.
 

Common Stock
 

This prospectus relates to the sale of 1,000,000 shares of our common stock, par value $0.001 per share (the “common stock”).

We are offering 1,000,000 shares of common stock to a large well-known institutional money manager pursuant to this prospectus
supplement and the accompanying prospectus at the negotiated price of $7.40 per share through Craig-Hallum Capital Group LLC (“Craig-
Hallum”). Craig-Hallum is acting as a dealer in this transaction and will receive an ordinary selling commission from Educaciόn
Significatίva, LLC, our stockholder, and the purchaser.

Our common stock is traded on The Nasdaq Capital Market under the symbol “ASPU.” On July 19, 2018, the last reported sales price of
our common stock on The Nasdaq Capital Market was $7.55 per share. As of July 18, 2018, we had 18,316,854 shares of common stock
outstanding.
 
Investing in our securities involves risks. You should read carefully and consider “Risk Factors” included in our Annual Report on
Form 10-K filed with the Securities and Exchange Commission on July 13, 2018.
 
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined whether this prospectus supplement or the accompanying prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.

The date of this prospectus supplement is July 19, 2018

 









 

PROSPECTUS SUPPLEMENT SUMMARY

The following summary high�� x



 

The Offering
 
Issuer  Aspen Group, Inc.
   
Common stock offered by us  1,000,000 shares of common stock.
   
Common stock outstanding before and after this offering  18,316,854 shares.
   
Use of proceeds  We expect the net proceeds from this offering will be approximately

$7,400,000. We intend to use the net proceeds to simultaneously repurchase
1,000,000 shares from one of our stockholders, a related party. See “Use of
Proceeds” on page S-5 of this prospectus supplement.

   
Nasdaq Capital Market symbol  “ASPU”
   
Risk factors  This investment involves a high degree of risk. You should carefully read and

consider the information set forth under the heading “Risk Factors” in our
Annual Report on Form 10-K for the year ended April 30, 2018, and the other
documents incorporated by reference in this prospectus supplement before
deciding to invest in our common stock.

The number of shares of our common stock to be outstanding imme�
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USE OF PROCEEDS
 

We expect the net proceeds from this offering to be approximately $7,400,000. We intend to use the net proceeds from this offering to pay
the purchase price in the simultaneous repurchase of shares of our common stock from Educaciόn Significatίva, LLC, our stockholder.
Oksana Malysheva, a director, is the sole manager of Educaciόn Significatίva, LLC.
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DIVIDEND POLICY
 

We have never declared or paid cash dividends on our capital stock. We currently intend to retain our future earnings, if any, for use in our
business and therefore do not anticipate paying cash dividends in the foreseeable future. Payment of future dividends, if any, will be at the
discretion of our board of directors after taking into account various factors, including our financial condition, operating results, current and
anticipated cash needs and plans for expansion.
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PROSPECTUS
 

$60,000,000
 

Aspen Group, Inc.
 

Common Stock
Preferred Stock
Debt Securities

Warrants
Units

 
Aspen Group, Inc. intends to offer and sell from time to time the securities described in this prospectus. The total offering price of the
securities described in this prospectus will not exceed a total of $60,000,000.
 
This prospectus describes some of the general terms that apply to the securities. We will provide specific terms of any securities we may
offer in supplements to this prospectus. You should read this prospectus and any applicable prospectus supplement carefully before you
invest. We also may authorize one or more free writing prospectuses to be provided to you in connection with the offering. The prospectus
supplement and any free writing prospectus also may add, update or change information contained or incorporated in this prospectus.
 
We may offer and sell these securities to or through one or more underwriters, dealers or agents, or directly to purchasers on a continuous
or delayed basis. The prospectus supplement for each offering of securities will describe the plan of distribution for that offering. For
general information about the distribution of securities offered, see “Plan of Distribution” in this prospectus. The prospectus supplement
also will set forth the price to the public of the securities and the net proceeds that we expect to receive from the sale of such securities.
 
Our common stock is traded on The Nasdaq Capital Market under the symbol “ASPU.” On April 10, 2018, the last reported sales price of
our common stock on The Nasdaq Capital Market was $7.06 per share.
 
Investing in our securities involves risks. You should read carefully and consider “Risk Factors” included in our most recent
Annual Report on Form 10-K and on page 3 of this prospectus and in the applicable prospectus supplement before investing in our
securities.
 
Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these
securities or determined whether this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
 

The date of this prospectus is April 18, 2018

 









 

RISK FACTORS
 
Investing in our securities involves risks. Before purchasing the securities offered by this prospectus you should consider carefully the risk
factors described below, as well as the risks, uncertainties and additional information (i) set forth in our reports on Forms 10-K, 10-Q and
8-K that we file with the SEC after the date of this prospectus and which are deemed incorporated by reference in this prospectus, and (ii)
the information contained in any applicable prospectus supplement. For a description of these reports and documents, and information
about where you can find them, see “Incorporation of Certain Information By Reference.” The risks and uncertainties we discuss in this
prospectus and in the documents incorporated by reference in this prospectus are those that we currently believe may materially affect our
company. Additional risks not presently known, or currently deemed immaterial, also could materially and adversely affect our financial
condition, results of operations, business and prospects.

Risks Relating to Our Business

AGI’s future operating results will be adversely affected if it does not effectively manage its expanded operations and integrate
USU.

We completed the acquisition of USU on December 1, 2017 (the “Acquisition”). Following the Acquisition, the size of our business is
larger and our revenues are increasing substantially. USU was a smaller institution that was losing money and not growing but offered a
strategic advantage to our future plans. Our future success will depend, in part, upon our ability to integrate USU, manage this expanded
business and replicate the marketing success we have had with Aspen University for USU, which will pose substantial challenges for
AGI’s and USU’s management. We cannot assure you that the combined company will be successful or that the combined company will
realize the expected marketing success, operating efficiencies, synergies, revenue enhancements and other benefits currently anticipated to
result from the Acquisition.

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 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. We have experienced growth at Aspen University over the last several years. Assuming we continue to grow as
planned, it may impact our ability to manage our business. 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 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.

If we are unable to raise capital, we will have to scale back our growth.

Under our senior secured $10 million credit facility, we drew $5 million at closing and an additional $2.5 million on December 4, 2017
with the understanding that we would draw the remaining $2.5 million by the October 2018 deadline. On March 16, 2018, our lender for
the first time contended that we were not entitled to borrow the second $5 million in two installments. Consequently, we are seeking to
raise additional capital. Because we expect that AGI will be cash flow negative for at least the first two quarters of the upcoming 2019
fiscal year (due to USU and our hybrid online campus program expected to open in July), we will need to raise at least $2.5 of equity or
subordinated debt by October. If we are unable to raise the capital, we will have to scale back our operations and limit our future growth.
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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 financial condition will be adversely affected.

Although our management has successfully implemented a monthly payment business model, it may not be successful long-term.

Mr. Michael Mathews, our Chief Executive Officer, has developed a monthly payment business model designed to substantially increase
our student enrollment and reduce student debt among Aspen University’s and USU’s student bodies. While results to date have been as
anticipated, there are no assurances that this marketing campaign will continue to be successful. Among the risks are the following:

 · Our ability to compete with existing online colleges which have substantially greater financial resources, deeper
management and academic resources, and enhanced public reputations;

 · The emergence of more successful competitors;
 · FFFFf
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If we are unable to develop awareness among, and attract and retain, high quality learners to Aspen University, our ability to
generate significant revenue or achieve profitability will be significantly impaired.

Building awareness of Aspen University and the programs we offer among working adult professionals is critical to our ability to attract
prospective learners. If we are unable to successfully market and advertise our educational programs, Aspen University’s ability to attract
and enroll prospective learners in such programs could be adversely affected, and consequently, our ability to increase revenue or achieve
profitability could be impaired. It is also critical to our success that we convert these prospective learners to enrolled learners in a cost-
effective manner and that these enrolled learners remain active in our programs. Some of the factors that could prevent us from successfully
enrolling and retaining learners in our programs include:

 · The emergence of more successful competitors;
 · Factors related to our marketing, including the costs of Internet advertising and broad-based branding campaigns;
 · Performance problems with our online systems;
 · Failure to maintain accreditation;
 · Learner dissatisfaction with our services and programs, including with our customer service and responsiveness;
 · Adverse publicity regarding us, our competitors, or online or for-profit education in general;
 · Price reductions by competitors that we are unwilling or unable to match;
 · A decline in the acceptance of online education or our degree offerings by learners or current and prospective employers;
 · Increased regulation of online education, including in states in which we do not have a physical presence;

 · A decrease in the perceived or actual economic benefits that learners derive from our programs;
 · Litigation or regulatory investigations that may damage our reputation; and
 · Difficulties in executing on our strategy as a preferred provider to employers for the vertical markets we serve.

If we are unable to continue to develop awareness of Aspen University and the programs we offer, and to enroll and retain learners, our
enrollments would suffer and our ability to increase revenues and achieve profitability would be significantly impaired.

If we experience any interruption to our technology infrastructure, it could prevent students from accessing their courses, could
have a material adverse effect on our ability to attract and retain students and could require us to incur additional expenses to
correct or mitigate the interruption.

Our computer networks may also be vulnerable to unauthorized access, computer hackers, computer viruses and other security problems. A
user who circumvents security measures could misappropriate proprietary information, personal information about our students or cause
interruptions or malfunctions in operations. As a result, we may be required to expend significant resources to protect against the threat of
these security breaches or to alleviate problems caused by these breaches.

Because we rely on third parties to provide services in running our operations, if any of these parties fail to provide the agreed
services at an acceptable level, it could limit our ability to provide services and/or cause student dissatisfaction, either of which
could adversely affect our business.

We rely on third parties to provide us with services in order for us to efficiently and securely operate our business including our computer
network and the courses we offer to students. Any interruption in our ability to obtain the services of these or other third parties or
deterioration in their performance could impair the quality of our educational product and overall business. Generally, there are multiple
sources for the services we purchase. Our business could be disrupted if we were required to replace any of these third parties, especially if
the replacement became necessary on short notice, which could adversely affect our business and results of operations.
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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.

Violations of the CAN-SPAM Act’s provisions can result in criminal and civil penalties, including statutory penalties that can be based in
part upon the number of emails sent, with enhanced penalties for commercial email companies who harvest email addresses, use dictionary
attack patterns to generate email addresses, and/or relay emails through a network without permission.

The CAN-SPAM Act acknowledges that the Internet offers unique opportunities for the development and growth of frictionless commerce,
and the CAN-SPAM Act was passed, in part, to enhance the likelihood that wanted commercial email messages would be received.

The CAN-SPAM Act preempts, or blocks, most state restrictions specific to email, except for rules against falsity or deception in
commercial email, fraud and computer crime. The scope of these exceptions, however, is not settled, and some states have adopted email
regulations that, if upheld, could impose liabilities and compliance burdens in addition to those imposed by the CAN-SPAM Act.

Moreover, some foreign countries, including the countries of the European Union, have regulated the distribution of commercial email and
the online collection and disclosure of personal information. Foreign governments may attempt to apply their laws extraterritorially or
through treaties or other arrangements with U.S. governmental entities.
Because we use email marketing, our requirement to comply with the CAN-SPAM Act could adversely affect our marketing activities and
increase its costs.

If we lose the services of key personnel, it could adversely affect our business.

Our future success depends, in part, on our ability to attract and retain key personnel. Our future also depends on the continp ur req 
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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, 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. Accreditation is also required in order to participate in various federal programs, including
tuition assistance programs of the United States Armed Forces and the federal programs of student financial assistance administered
pursuant to Title IV of the Higher Education Act. The Higher Education Act and its implementing regulations require accrediting agencies
recognized by 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
DOE, include loans made directly to students by DOE and 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 DOE. Our growth strategy is partly dependent on being able to offer financial
assistance through Title IV Programs as it may increase the number of potential students who may choose to enroll in our programs.

The laws, regulations, standards, and policies of 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 laws,
regulations, standards and policies also could result in our being required to pay monetary damages, or subjected to fines, penalties,
injunctions, limitations on our operations, termination of our ability to grant degrees, revocation of our accreditation, restrictions on or loss
of our access to Title IV Program funds or other censure that could have a material adverse effect on our business.
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The postponed regulations, which could form the basis for any new proposed regulations, open new avenues for student borrowers to assert
a defense to repaying their loans, allow DOE to seek reimbursement for such claims from the affected institutions, and expand DOE’s
financial responsibility rules to require many more schools to post letters of credit with DOE. The postponed regulations include, among
other things:

Bases for borrowers to file claims: The postponed regulations set out three grounds for a borrower defense to repayment
claim, including a favorable decision for the student in a state or federal court case involving the loan; a breach of contract by
the institution; or a substantial misrepresentation by the institution about the nature of its educational program, the nature of
its financial charges, or the employability of its graduates. Claims based on a court judgment or claims to assert a defense
against loan payments that are still due can be made any time (with no statute of limitations), while other claims (such as to
recoup loan funds already repaid to DOE) must be made within six years.

Claim resolution process: The postponed regulations call for DOE to set up a fact-finding process to resolve claims. The
contemplated structure includes providing the institution with notice and an opportunity to submit evidence; however, the
exact procedures, including the opportunity to contest particular factual assertions or present in-person testimony, are not
defined. In addition, DOE has also given itself authority to process claims on a group basis, and to take the initiative to create
groups and include borrowers who have not filed a claim. Borrowers who file successful claims may have their loans forgiven
in whole or in part, with DOE reserving the right to calculate the amount of forgiveness in various ways.

Recovering funds: For debts relieved for individual borrowers, the postponed regulations give DOE the authority to initiate a
proceeding to seek repayment from the institution for any loan amounts forgiven. The details concerning how such a
proceeding would be conducted are not defined in the postponed regulations. For group relief, there is no separate proceeding.
If DOE determines a group discharge is warranted, it will automatically assign liability to the institution.

“Early warning” letter of credit triggers: DOE proposed in the postponed regulations to amend its existing financial
responsibility regulations to describe at least 10 new “early warning” triggers that would allow DOE to require an institution
to post a letter of credit with DOE to demonstrate its financial stability and assure DOE of the institution’s ability to pay
borrower claims if needed. Each trigger would authorize DOE to require an LOC in the amount of at least 10% of the Title IV
funding utilized by the institution for the most recently completed fiscal year. The triggers are intended to be cumulative, and
therefore could require an institution to post a very significant letter of credit, up to or even exceeding its Title IV funding
level. The postponed regulations would also put an institution on provisional certification immediately upon a trigger being
met. In addition, if the institution does not provide the required letter of credit within 30 days of DOE’s request, DOE may
offset the institution's future Title IV funds for up to nine months until DOE is able to capture the amount of the letter of
credit. The proposed triggering events include, among others:

Lawsuits and other Actions – If the institution is subject to a liability based on a lawsuit or an audit, investigation or
similar action by a state or federal oversight agency, including any debt or liability incurred or asserted at any time
during the three most recently completed award years, with a claim or liability exceeding the lesser of 10% of the
institution’s current assets or $750,000.

Successful Borrower Defense to Repayment Claims – If the institution is required to pay more than 10% of its current
assets, or $750,000, whichever is less, to satisfy successful borrower defense claims.

Accrediting Agency Actions – If the institution is required to submit a teach-out plan or is placed on probation or issued
a show-cause in the three prior award years, regardless of the cause.

90/10 Rule – Failure to meet the 90/10 Rule revenue ratio for a single year.

Gainful Employment Rates – If more than 50% of the institution’s Title IV-recipient students in GE programs are
enrolled in GE programs with failing or zone rates (but prior to any loss of eligibility under the multi-year triggers in the
GE Rule).

Cohort Default Rates – Two consecutive years with CDRs of 30% or higher.
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USU currently is operating under a temporary provisional certification to participate in the Title IV Programs due to the change of
ownership which occurred in December of 2017. The temporary provisional certification allows the school to continue to receive Title IV
funding on a month-to-month basis as it did prior to the change of ownership while DOA reviews the change of ownership. Even if DOE
certifies USU following the change of ownership, such certification will be provisional as is the case for all Title IV institutions
undergoing a change of ownership.  Under provisional certification, an institution must obtain prior DOE approval to add an educational
program or make other significant changes and may be subject to closer scrutiny by DOE.  In addition, if DOE determines that a
provisionally certified institution is unable to meet its responsibilities to comply with the Title IV requirements, DOE may revoke the
institution’s certification to participate in the Title IV Programs without advance notice or opportunity to challenge the action.

Subsequent to a compliance audit covering the period from January 1, 2015 through December 31, 2015, USU recognized that it had not
fully complied with all requirements for calculating and making timely returns of Title IV funds (R2T4). USU was required to post an
irrevocable letter of credit in the amount of 25% of the 2015 Title IV returns. An irrevocable letter of credit was established in favor of the
Secretary of Education in the amount of $71,634 as a result of this finding. In the 2016 compliance audit, USU had a material finding
related to the same issue and was required to maintain the irrevocable letter of credit in the same amount. USU will be required to maintain
the letter of credit until it has experienced two consecutive audit periods without a repeat finding. As a result of the change of ownership,
the previous letter of credit established by USU has been replaced by one provided by AGI. The amount remains unchanged.

If DOE does not ultimately approve USU’s certification to participate in Title IV Programs, USU students would no longer be able to
receive Title IV Program funds, which would have a material adverse effect on our enrollments, revenues and results of operations. In
addition, regulatory restraints related to the addition of new programs or substantive change of existing programs or imposition of a letter of
credit could impair our ability to attract and retain students and could negatively affect our financial results.

Because DOE may conduct compliance reviews of us, we may be subject to adverse actions 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 any compliance 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 the percentage of our revenues derived from Title IV Programs is too high, we could lose our ability to participate in Title IV
Programs.

Under the Higher Education Act, an institution is subject to loss of eligibility to participate in the Title IV Programs if, on a cash
accounting basis, it derives more than 90% of its fiscal year revenue from Title IV Program funds, for two consecutive fiscal years. This
rule is known as the 90/10 rule. An institution whose rate exceeds 90% for any single fiscal year is placed on provisional certification for at
least two fiscal years and may be subject to other conditions specified by the U.S. Secretary of Education. We must monitor compliance
with the 90/10 rule by both Aspen and USU. Failure to comply with the 90/10 rule for one fiscal year may result in restrictions on the
amounts of Title IV funds that may be distributed to students; restrictions on expansion; requirements related to letters of credit or any
other restrictions imposed by DOE. Additionally, if we fail to comply with the 90/10 rule for two consecutive years, we will be ineligible to
participate in Title IV Programs and any disbursements of Title IV Program funds made while ineligible must be repaid to DOE. 

Further, due to scrutiny of the sector, legislative proposals have been introduced in Congress that would revise the requirements of the
90/10 rule to be stricter, including proposals that would reduce the 90% maximum under the rule to 85% and/or prohibit tuition derived
from military benefit programs to be considered when determining whether the institution has adequate non-Title IV revenue to meet the
requirements of the rule.
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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 University and USU. In
addition, in recent years, reports on student lending practices of various lending institutions and schools, including for-profit schools, and
investigations by a number of state attorneys general, Congress and governmental agencies have led to adverse media coverage of
postsecondary education. For example a large competitor, Corinthian Colleges, sold or shut down its schools due to substantial regulatory
investigations and DOE actions. Other significant school groups have likewise been closed in light of significant DOE actions. Adverse
media coverage regarding other companies in the for-profit school sector or regarding Aspen or USU 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 DOE, Congress, accrediting bodies, state legislatures or other governmental
authorities with respect to all for-profit institutions, including Aspen and USU.

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.
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If we fail to demonstrate “financial responsibility,” Aspen and USU may lose their eligibility to participate in Title IV Programs or
be required to post a letter of credit in order to maintain eligibility to participate in Title IV Programs.

To participate in Title IV Programs, an eligible institution must satisfy specific measures of financial responsibility prescribed by DOE, or
post a letter of credit in favor of DOE and possibly accept other conditions, such as additional reporting requirements or regulatory
oversight, on its participation in Title IV Programs. DOE may also apply its measures of financial responsibility to the operating company
and ownership entities of an eligible institution and, if such measures are not satisfied by the operating company or ownership entities,
require the institution to meet alternative standards for continued participation in the Title IV Programs. Any of these alternative standards
would increase our costs of regulatory compliance. If we were unable to meet these alternative standards, we would lose our eligibility to
participate in Title IV Programs. If we fail to demonstrate financial responsibility and thus lose our eligibility to participate in Title IV
Programs, our students would lose access to Title IV Program funds for use in our institution, which would limit our potential for growth
and adversely affect our enrollment, revenues and results of operations.

If we fail to demonstrate “administrative capability,” we may lose eligibility to participate in Title IV Programs.

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

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

We rely on third-party assistance to comply with the complex administration of participation in Title IV Programs for each of our schools.
A third-party assists us with administration of our participation in Title IV Programs, and if it does not comply with applicable regulations,
we may be liable for its actions and we could lose our eligibility to participate in Title IV Programs. In addition, if the third-party servicer
is no longer able to provide the services to us, we may not be able to replace it in a timely or cost-efficient manner, or at all, and we could
lose our ability to comply with the requirements of Title IV Programs, which would limit our potential for growth and adversely affect our
enrollment, revenues and results of operation.

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

A school participating in Title IV Programs may not provide any commission, bonus or other incentive payment based, directly or
indirectly, on success in enrolling students or securing financial aid to any person involved in student recruiting or admission activities or in
making decisions regarding the awarding of Title IV Program funds. If we pay a bonus, commission, or other incentive payment in
violation of applicable DOE rules, we could be subject to sanctions, which could have a material adverse effect on our business. The
incentive payment rule and related uncertainty as to how it will be interpreted also may influence our approach, or limit our alternatives,
with respect to employment policies and practices and consequently may affect negatively our ability to recruit and retain employees, and as
a result our business could be materially and adversely affected.

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

Under the gainful employment regulation that went into effect on July 1, 2015, an institution may establish a new program’s Title IV
eligibility by updating the list of the institution’s programs maintained by DOE. Significantly, an institution is prohibited from updating its
list of eligible programs to include a gainful employment program, or a gainful employment program that is substantially similar to a failing
or zone program that the institution voluntarily discontinued or became ineligible, that was subject to the three-year loss of eligibility until
that three-year period expires. Depending on our program offerings, compliance with the GE Rule could cause delay or an inability to offer
certain 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.

If we fail to comply with DOE’s substantial misrepresentation rules, it could result in sanctions against our schools.

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. DOE has expanded the activities that constitute a
substantial misrepresentation. Under 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 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 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 DOE determines
that an institution has engaged in substantial misrepresentation, 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.

If we fail to comply with DOE’s credit hour requirements, it could result in sanctions against our schools.

DOE has defined “credit” hour for Title IV purposes. The credit hour is used for Title IV purposes to define an eligible program and an
academic year and to determine enrollment status and the amount of Title IV aid that an institution may disburse in a payment period. The
regulations define credit hour as an institutionally established equivalency that reasonably approximates certain specified time in class and
out of class and an equivalent amount of work for other academic activities. The final regulations also require institutional accreditors to
review an institution’s policies, procedures, and administration of policies and procedures for assignment of credit hours. An accreditor
must take appropriate actions to address an institution’s credit hour deficiencies and to notify DOE if it finds systemic noncompliance or
significant noncompliance in one or more programs. DOE has indicated that if it finds an institution to be out of compliance with the credit
hour definition for Title IV purposes, it may require the institution to repay the amount of Title IV awarded under the incorrect assignment
of credit hours and, if it finds significant overstatement of credit hours, it may fine the institution or limit, suspend, or terminate its
participation in Title IV Programs� 䀀 Ti�Ti�Ti�Tiy fine the顃甀 th y ��veut ti ǹnec�i n sp؀ t�ed tion of �as cnt





 

An investment in AGI may be diluted in the future as a result of the issuance of additional securities.

Because we need to raise additional capital to meet our working capital needs, we expect to issue additional shares of common stock or
securities convertible, exchangeable or exercisable into common stock from time to time, which could result in substantial dilution to
investors. Investors should anticipate being substantially diluted based upon the current condition of the capital and credit markets and their
impact on small companies.

As a result of the limited number of shares outstanding, we believe that major financial institutions including mutual funds and
large hedge funds may be reluctant to purchase shares of our common stock.

We have a relatively low number of shares outstanding and our common stock does not normally trade actively. Our Chief Executive
Officer believes, partly based upon conversations with potential investors that mutual funds and large hedge funds are unable to purchase
our common stock due to the lack of public float and since their minimum size purchase would likely cause an artificial rise in our common
stock price. Unless our public float increases, we believe our stock price will be adversely affected.

Because we may not be able to attract the attention of major brokerage firms, it could have a material impact upon the price of our
common stock.

It is not likely that securities analysts of major brokerage firms will provide research coverage for our common stock since the firm itself
cannot recommend the purchase of our common stock under the penny stock rules referenced in an earlier risk factor. The absence of such
coverage limits the likelihood that an active market will develop for our common stock. It may also make it more difficult for us to attract
new investors at times when we acquire additional capital.

Since we intend to retain any earnings for development of our business for the foreseeable future, you will likely not receive any
dividends for the foreseeable future.

We have not and do not intend to pay any dividends in the foreseeable future, as we intend to retain any earnings for development and
expansion of our business operations. As a result, you will not receive any dividends on your investment for an indefinite period of time.
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DESCRIPTION OF DEBT SECURITIES
General

The debt securities that we may issue will constitute debentures, notes, bonds or other evidences of indebtedness of AGI, to be issued in
one or more series. The particular terms of any series of debt securities we offer, including the extent to which the general terms set forth
below may be applicable to a particular series, will be described in a prospectus supplement relating to such series.

Debt securities that we may issue will likely be issued under an indenture between us and a trustee qualified to act as such under the Trust
Indenture Act of 1939. When we refer to the “indenture” in this prospectus, we are referring to the indenture under which debt securities are
issued as supplemented by any supplemental indenture applicable to such debt securities. We will provide the name of the trustee in any
prospectus supplement related to the issuance of debt securities, and we will also provide certain other information related to the trustee,
including describing any relationship we have with the trustee, in such prospectus supplement.

Unless otherwise specified in a prospectus supplement, the debt securities will be direct secured or unsecured obligations of AGI. The
senior debt securities will rank equally with any of our other unsecured senior and unsubordinated debt.

We may issue debt securities from time to time in one or more series, in each case with the same or various maturities, at par or at a
discount. Unless indicated in a prospectus supplement, we may issue additional debt securities of a particular series without the consent of
the holders of the debt securities of such series outstanding at the time of the issuance. Any such additional debt securities, together with all
other outstanding debt securities of that series, will constitute a single series of debt securities under the applicable indenture and will be
equal in ranking.

The following statements relating to the debt securities and the indenture are summaries and do not purport to be complete, and are subject
in their entirety to the detailed provisions of the indenture.

Information to be provided in a Prospectus Supplement

The prospectus supplement will describe the specific terms relating to the specific series of debt securities we will offer, including where
applicable, the following:
 
 · the title and denominations of the debt securities of the series;
 · any limit on the aggregate principal amount of the debt securities of the series;

 · the date or dates on which the principal and premium, if any, with respect to the debt securities of the series are payable or
the method of determination thereof;

 · the rate or rates, which may be fixed or variable, at which the debt securities of the series shall bear interest, if any, or the
method of calculating and/or resetting such rate or rates of interest;

 
· the dates from which such interest shall accrue or the method by which such dates shall be determined and the duration of

the extensions and the basis upon which interest shall be calculated;

 · the interest payment dates for the series of debt securities or the method by which such dates will be determined, the terms
of any deferral of interest and any right of ours to extend the interest payments periods;

 · the terms and conditions upon which debt securities of the series may be redeemed, in whole or in part, at our option or
otherwise;

 · our obligation, if any, to redeem, purchase, or repay debt securities of the series pursuant to any sinking fund or other
specified event or at the option of the holders and the terms of any such redemption, purchase, or repayment;

 
· the terms, if any, upon which the debt securities of the series may be convertible into or exchanged for preferred stock or

common stock, including, among other things, the initial conversion or exchange price or rate and the conversion or
exchange period;

 · if the amount of principal, premium, if any, or interest with respect to the debt securities of the series may be determined
with reference to an index or formula, the manner in which such amounts will be determined;

 
· if any payments on the debt securities of the series are to be made in a currency or currencies (or by reference to an index or

formula) other than that in which such securities are denominated or designated to be payable, the currency or currencies (or
index or formula) in which such payments are to be made and the terms and conditions of such payments;
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Global Debt Securities and Book-Entry System

If we decide to issue debt securities in the form of one or more global securities, then we would register the global securities in the name of
the depository for the global securities or in the nominee of the depository, and the global securities would be delivered by the trustee to the
depository for credit to the accounts of the holders of beneficial interest in the debt securities. Each global security would:

 · be registered in the name of a depositary, or its nominee, that we would identify in a prospectus supplement;
 · be deposited with the depositary or nominee or custodian; and
 · bear any required legends.

No global security may be exchanged in whole or in part for debt securities registered in the name of any person other than the depositary
or any nominee unless:

 
· the depositary has notified us that it is unwilling or unable to continue as depositary or has ceased to be qualified to act as

depositary;
 · an event of default has occurred and is continuing with respect to the debt securities of the applicable series; or

 · any other circumstance described in a prospectus supplement has occurred permitting or requiring the issuance of any such
security.

As long as the depositary, or its nominee, is the registered owner of a global security, the depositary or nominee would be considered the
sole owner and holder of the debt securities represented by the global security for all purposes under the indentures. Except in the above
limited circumstances, owners of beneficial interests in a global security would not be:

 · entitled to have the debt securities registered in their names;
 · entitled to physical delivery of certificated debt securities; or
 · considered to be holders of those debt securities under the indenture.

Payments on a global security would be made to the depositary or its nominee as the holder of the global security. Some jurisdictions have
laws that require that certain purchasers of securities take physical delivery of such securities in definitive form. These laws may impair the
ability to transfer beneficial interests in a global security.

Institutions that have accounts with the depositary or its nominee are referred to as “participants.” Ownership of beneficial interests in a
global security would be limited to participants and to persons that may hold beneficial interests through participants. The depositary would
credit, on its book-entry registration and transfer system, the respective principal amounts of debt securities represented by the global
security to the accounts of its participants.

Ownership of beneficial interests in a global security would be shown on and effected through records maintained by the depositary, with
respect to participants’ interests, or any participant, with respect to interests of persons held by participants on their behalf.

Payments, transfers and exchanges relating to beneficial interests in a global security would be subject to policies and procedures of the
depositary. The depositary policies and procedures may change from time to time. Neither any trustee nor we would have any responsibility
or liability for the depositary’s or any participant’s records with respect to beneficial interests in a global security.

The prospectus supplement would describe the specific terms of the depository arrangement for debt securities of a series that are issued in
global form. The Company and its agents, the trustee, and any of its agents would not have any responsibility or liability for any aspect of
the records relating to or payments made on account of beneficial ownership interests in the global debt security or for maintaining,
supervising or reviewing any records relating to the beneficial ownership interests.
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AGI carries directors and officers liability coverages designed to insure its officers and directors and those of its subsidiaries against certain
liabilities incurred by them in the performance of their duties, and also providing for reimbursement in certain cases to AGI and its
subsidiaries for sums paid to directors and officers as indemnification for similar liability.
 
Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to our directors, officers and controlling
persons pursuant to the foregoing provisions, or otherwise, AGI has been advised that in the opinion of the SEC such indemnification is
against public policy as expressed in the Securities Act and is, therefore, unenforceable.
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PLAN OF DISTRIBUTION
 
We may sell the securities offered by this prospectus from time to time in one or more transactions, including without limitation:
 
 · through underwriters or dealers;
 · directly to purchasers;
 · in a rights offering;

 · in “at the market” offerings, within the meaning of Rule 415(a)(4) of the Securities Act to or through a market maker or into
an existing trading market on an exchange or otherwise;

 · through agents;
 · in block trades;
 · through a combination of any of these methods; or
 · through any other method permitted by applicable law and described in a prospectus supplement.

In addition, we may issue the securities as a dividend or distribution to our existing stockholders or other security holders.
 
The prospectus supplement with respect to any offering of securities will include the following information:
 
 · the terms of the offering;
 · the names of any underwriters or agents;
 · the name or names of any managing underwriter or underwriters;
 · the purchase price or initial public offering price of the securities;
 · the net proceeds from the sale of the securities;
 · any delayed delivery arrangements;
 · any underwriting discounts, commissions and other items constituting underwriters’ compensation;
 · any discounts or concessions allowed or re-allowed or paid to dealers;
 · any commissions paid to agents; and
 · any securities exchange on which the securities may be listed.

Sale through Underwriters or Dealers
 
If underwriters are used in the sale, the underwriters may resell the securities from time to time in one or more transactions, including
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Delayed Delivery Contracts
 
If we so indicate in the applicable prospectus supplement, we may authorize agents, underwriters or dealers to solicit offers from certain
types of institutions to purchase securities from us at the public offering price under delayed delivery contracts. These contracts would
provide for payment and delivery on a specified date in the future. The contracts would be subject only to those conditions described in the
applicable prospectus supplement. The applicable prospectus supplement will describe the commission payable for solicitation of those
contracts.
 
General Information
 
We may have agreements with the underwriters, dealers, agents and remarketing firms to indemnify them against certain civil liabilities,
including liabilities under the Securities Act, or to contribute with respect to payments that the underwriters, dealers, agents or remarketing
firms may be required to make. Underwriters, dealers, agents and remarketing firms may be �le deale �r i loagsioί sontri tiaMwrit le for soliiondh⠒倀i�i m u
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