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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

ASPEN GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

  October 31,   April 30,  
  2016   2016  
  (Unaudited)     

Assets       
       
Current assets:       

Cash and cash equivalents  $ 707,379  $ 783,796 
Accounts receivable, net of allowance of $449,946 and $449,946, respectively   3,484,606   2,179,852 
Prepaid expenses   142,939   123,055 

Total current assets   4,334,924   3,086,703 
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (CONTINUED)

  October 31,   April 30,  
  2016   2016  
  (Unaudited)     

Liabilities and Stockholders’ Equity         
         
Current liabilities:         

Accounts payable  $ 618,763  $ 9,201 
Accrued expenses   232,949   176,974 
Deferred revenue   1,188,507   1,013,434 
Refunds Due Students   278,227   110,883 
Deferred rent, current portion   13,998   2,345 
Convertible notes payable, current portion   50,000   50,000 

Total current liabilities   2,382,444   1,362,837 
         
Bank Line of credit   —   1,783 
Loan payable officer - related party   1,000,000   1,000,000 
Convertible notes payable - related party   300,000   300,000 
Third party Line of Credit, net of discounts of $106,250 and $0   643,750   — 
Warrant derivative liability   5� ㊁─e of ㊁─
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

October 31, 2016
(Unaudited)

Net Income (Loss) Per Share

Net income (loss) per common share is based on the weighted average number of common shares outstanding during each period. Options
to purchase 22,197,979 and 16,857,313 common shares, warrants to purchase 11,214,659 and 28,871,757 common shares, and $350,000
and $650,000 of convertible debt (convertible into 907,143 and 1,207,143 common shares, respectively) were outstanding during three
months ending October 31, 2016 and 2015, respectively, but during certain periods were not included in the computation of diluted loss per
share because the effects would have been anti-dilutive. The options, warrants and convertible debt are considered to be common stock
equivalents and are only included in the calculation of diluted earnings per common share when their effect is dilutive, as noted in the chart
below.

Basic and diluted income per share for the three months ended October 31, 2016, were calculated as follows:

  Basic   Diluted  
Numerator       
Net income applicable to common stock  $ 116,541  $ 116,541 
Convertible debt interest   —   8,021 
  $ 116,541  $ 124,562 
         
Denominator         
Weighted average common shares outstanding   137,758,145   137,758,145 
Convertible debt  
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

October 31, 2016
(Unaudited)

Note 4. Property and Equipment

As property and equipment become fully expired, the fully expired asset is written off against the associated accumulated depreciation.
There is no expense impact for such write offs. Property and equipment consisted of the following at October 31, 2016 and April 30, 2016:

  October 31,   April 30,  
  2016   2016  
Call center hardware  $ 39,567  $ 79,199 
Computer and office equipment   80,171   67,773 
Furniture and fixtures   216,652   114,964 
Software   2,451,208   2,567,383 
   2,787,598   2,829,319 
Accumulated depreciation and amortization   (1,515,529)   (1,680,687)
Property and equipment, net  $ 1,272,069  $ 1,148,632 

Software consisted of the following at October 31, 2016 and April 30, 2016:

  October 31,   April 30,  
  2016   2016  
Software  $ 2,451,208  $ 2,567,383 
Accumulated amortization   (1,429,668)   (1,560,932)
Software, net  $ 1,021,540  $ 1,006,451 

Depreciation and Amortization expense for all Property and Equipment as well as the portion for just software is presented below for three
and six months ended October 31, 2016 and 2015:

  For the   For the  
 

 
Three Months Ended

October 31,   
Six Months Ended

October 31,  
  2016   2015   2016   2015  
             
Depreciation and Amortization Expense  $ 123,906  $ 130,154  $ 259,054  $ 254,925 
                 
Software Amortization Expense  $ 112,888  $ 118,237  $ 237,067  $ 232,069 

The following is a schedule of estimated future amortization expense of software at October 31, 2016:

Year Ending April 30,    
2017  $ 198,363 
2018   317,445 
2019   234,272 
2020   164,430 
2021   107,030 
Total  $ 1,021,540 
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

October 31, 2016
(Unaudited)

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. Through various note extensions, the debt was extended to May 5, 2018. There was no accounting effect for
these modifications. On April 22, 2016, the CEO converted the loan and accrued interest into common stock. The loan was converted at
$0.19 per share and the Company issued 1,591,053 shares of common stock.  The note modification was treated as a debt extinguishment
under ASC 470-50. There was no gain or loss on this debt extinguishment. 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 exceeded the fair
market value of the common shares on the note issue dates.

On August 14, 2012, the Company’s CEO loaned the Company $300,000 and received a convertible promissory note, payable on demand,
bearing interest at 5% per annum. The note is convertible into shares of common stock of the Company at a rate of $0.35 per share (based
on proceeds received on September 28, 2012 under a private placement at $0.35 per unit). 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 shares of common stock on the note issue date. Through various note extensions, the debt was
extended to May 5, 2018. There was no accounting effect for these modifications.

Note 8. Commitments and Contingencies

Line of Credit

In August 2016, the Company closed on a $3 million credit line with its largest shareholder. The credit line, whose terms include a 12% per
annum interest rate on drawn funds and a 2% per annum interest rate on undrawn funds, will extend through August 2019.  The Company
initially drew down $750,000 under the line, of which approximately $248,000 was used to repay a secured line of credit with a bank as
noted below. Additionally, the Company paid a 2% origination fee of $60,000 and issued 750,000 common-stock warrants at an exercise
price of $0.20 per share, which are redeemable by the Company if the closing price of its common stock averages at least $0.25 per share
for 10 consecutive trading days.  The origination fee and $52,500 value of the 750,000 warrants (see note 11) were recorded as debt
discounts to be amortized over the term of the line.  Amortization expense was $6,250 as of October 31, 2016.

The Company maintained a line of credit with a bank, up to a maximum credit line of $250,000.  In September 2016, the line of credit with
the bank was paid and terminated.

Employment Agreements

From time to time, the Company enters into employment agreements with certain of its employees. These agreements typically include
bonuses, some of which are performance-based in nature. As of October 31, 2016, no performance bonuses have been earned.

Legal Matters

On August 13, 2015, a former employee filed a complaint against the Company in the United States District Court, District of Arizona, for
breach of ct  originaticom �gaga:nt agth hicpaiminated.br☁Co�ployeent agreement agomeeages bona omses hai e of theing nan .br㤅hd a cohesnge r tim�loslaint agahe Comtember 201 0̪15, ae tnge.  Ams��antami�e i  ea o incoe y, tmeead a cme�25� and � Oc䠀r
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ASPEN GROUP, INC. AND SUBSIDIARIES
CONDENSED NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

October 31, 2016
(Unaudited)

Regulatory Matters

The Company’s subsidiary, Aspen University, is subject to extensive regulation by Federal and State governmental agencies and
accrediting bodies. In particular, the Higher Education Act (the “HEA”) and the regulations promulgated thereunder by the DOE subject
Aspen University to significant regulatory scrutiny on the basis of numerous standards that schools must satisfy to participate in the various
types of federal student financial assistance programs authorized under Title IV of the HEA. Aspen University has had provisional
certification to participate in the Title IV Programs. That provisional certification imposes certain regulatory restrictions including, but not
limited to, a limit of 1,200 student recipients for Title IV funding for the duration of the provisional certification. The provisional
certification restrictions continue with regard to Aspen University’s participation in Title IV Programs.

To participate in the Title IV Programs, an institution must be authorized to offer its programs of instruction by the relevant agencies of the
State in which it is located. In addition, an institution must be accredited by an accrediting agency recognized by the DOE and certified as
eligible by the DOE. The DOE will certify an institution to participate in the Title IV Programs only after the institution has demonstrated
compliance with the HEA and the DOE’s extensive academic, administrative, and financial regulations regarding institutional eligibility
and certification. An institution must also demonstrate its compliance with these requirements to the DOE on an ongoing basis. Aspen
University performs periodic reviews of its compliance with the various applicable regulatory requirements. As Title IV funds received in
fiscal 2016 represented approximately 28% of the Company's cash basis revenues (including revenues from discontinued operations), as
calculated in accordance with Department of Education guidelines, the loss of Title IV funding would have a material effect on the
Company's future financial performance.

On March 27, 2012 and on August 31, 2012, Aspen University provided the DOE with letters of credit for which the due date was extended
to December 31, 2013. On January 30, 2014, the DOE provided Aspen University with an option to become permanently certified by
increasing the letter of credit to 50% of all Title IV funds received in the last program year, equaling $1,696,445, or to remain provisionally
certified by increasing the 25% letter of credit to $848,225. Aspen informed the DOE of its desire to remain provisionally certified and
posted the $848,225 letter of credit for the DOE on April 14, 2014. On February 26, 2015, Aspen University was informed by the DOE
that it again had the option to become permanently certified by increasing the letter of credit to 50% of all Title IV funds received in the
last program year, equaling $2,244,971, or to remain provisionally certified by increasing the existing 25% letter of credit to $1,122,485.
Aspen informed the DOE on March 3, 2015 of its desire to remain provisionally certified and post the $1,122,485 letter of credit for the
DOE by April 30, 2015. In November of 2015, the DOE informed Aspen that they no longer need to post a letter of credit. It was
subsequently released. The DOE may impose additional or different terms and conditions in any final provisional program participation
agreement that it may issue.

The HEA requires accrediting agencies to review many aspects of an institution's operations in order to ensure that the education offered is
of sufficiently high quality to achieve satisfactory outcomes and that the institution is complying with accrediting standards. Failure to
demonstrate compliance with accrediting standards may result in the imposition of probation, the requirements to provide periodic reports,
the loss of accreditation or other penalties if deficiencies are not remediated.

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.

On February 25, 2015, the DEAC informed Aspen University that it had renewed its accreditation for five years to January, 2019.

Return of Title IV Funds

An institution participating in Title IV Programs must correctly calc�nity to achi on
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Net Loss
 

Net loss for the 2016 Period was ($388,907) as compared to ($1,463,126) for the 2015 Period, a decrease in the loss of $1,074,219, or
approximately 73%. Contributing to this lower loss was the increase in revenues and gross profits in the 2016 Period, as well as lower
proportional increase in G&A expenses relative to the increase in revenues.

Non-GAAP – Financial Measures

The following discussion and analysis includes both financial measures in accordance with Generally Accepted Accounting Principles, or
GAAP, as well as non-GAAP financial measures. Generally, a non-GAAP financial measure is a numerical measure of a company’s
performance, financial position or cash flows that either excludes or includes amounts that are not normally included or excluded in the
most directly comparable measure calculated and presented in accordance with GAAP. Non-GAAP financial measures should be viewed as
supplemental to, and should not be considered as alternatives to net income, operating income, and cash flow from operating activities,
liquidity or any other financial measures. They may not be indicative of the historical operating results of Aspen Group nor are they
intended to be predictive of potential future results. Investors should not consider non-GAAP financial measures in isolation or as
substitutes for performance measures calculated in accordance with GAAP.

Our management uses and relies on Adjusted EBITDA and EBITDA, which are non-GAAP financial measures. We believe that both
management and shareholders benefit from referring to the following non-GAAP financial measures in planning, forecasting and analyzing
future periods. Our management uses these non-GAAP financial measures in evaluating its financial and operational decision making and
as a means to evaluate period-to-period comparison. Our management recognizes that the non-GAAP financial measures have inherent
limitations because of the described excluded items.

Aspen Group defines Adjusted EBITDA as earnings (or loss) from continuing operations before the items in the table below including non-
recurring and other charges of $97,384. Adjusted EBITDA is an important measure of our operating performance because it allows
management, investors and analysts to evaluate and assess our core operating results from period-to-period after removing the impact of
items of a non-operational nato⠒倀por
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Liquidity and Capital Resources

A summary of our cash flows is as follows:

  For the  
  Six Months Ended  
  October 31,  
  2016   2015  
       
Net cash provided by (used in) operating activities  $ 26,323  $ (878,508)
Net cash used in investing activities   (389,040)   (277,653)
Net cash provided by financing activities   286,300   5,115 
Net increase (decrease) in cash and cash equivalents  $ (76,417)  $ (1,151,046)

Net Cash Provided by (Used in) Operating Activities

Net cash provided in operating activities during the 2016 Period totaled $26,323 and resulted primarily by non-cash items of $692,905 and a
net change in operating assets and liabilities of $277,674, reduced by the net loss of $388,907. The most significant item change operating
assets and liabilities was an increase in accounts receivable of $1,304,754 which is primarily attributed to the growth in revenues from
students paying through the monthly payment plan.  The most significant non-cash items were depreciation and amortization expense of
$290,055 and the warrant buyback expense of $206,000.

Net cash used in operating activities during the 2015 Period totaled ($878,508) and resulted primarily from a net loss from continuing
operations of ($1,463,126) offset by non-cash items of $573,491 and a net change in operating assets and liabilities of $11,127 Depreciation
and amortization of $291,716 was the most significant non-cash change and an increase of $594,794 in accounts receivable was the most
significant change in operating assets and liabilities.

Net Cash Used in Investing Activities

Net cash used in investing activities during the 2016 Period totaled ($389,040) mostly attributed to the increase in software.

Net cash used in investing activities during the 2015 Period totaled ($277,653) and resulted primarily from capitalized technology
expenditures included in property and equipment.

Net Cash Provided By Financing Activities

Net cash used by financing activities during the 2016 Period totaled $286,300 which reflects the increase due to the new $3,000,000 line of
credit, of which $750,000 has been drawn, offset by the buyback of warrants for $400,000.

Net cash provided by financing activities during the 2015 Period totaled $5,115 which resulted primarily from a net increase in the line of
credit at our bank.

Liquidity and Capital Resource Considerations

Historically, our primary source of liquidity is cash receipts from tuition and the issuances of debt and equity securities. The primary uses
of cash are payroll related expenses, professional expenses and instructional and marketing expenses.

As of December 12, 2016, the Company had a cash balance of approximately $1.0 million. With the additional cash from the Company’s
$3 million line of credit, the growth in the Company revenues and improving operating margins, the Company believes that it has sufficient
cash to allow the Company to implement its long-term business plan and meet its operations for at least the next 12 months. During the
next 12 months, we expect to double our monthly marketing spend rate from $180,000 to $360,000, and spend $500,000 to enhance our
computer systems to support our planned growth.

Our cash balances are kept liquid to support our growing infrastructure needs. The majority of our cash is concentrated in large financial
institutions.
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Critical Accounting Policies and Estimates

In response to financial N9, �9





 

PART II. OTHER INFORMATION
 
ITEM 1. LEGAL PROCEEDINGS
 
From time to time, we may be involved in litigation relating to claims arising out of our operations in the normal course of business. o  noss. o . e e eo  n� eo  n �n 贀 �  n� f busn �  n��─ons at no ugaur ut�ut
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SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.

 Aspen Group, Inc.  
    
December 12, 2016 By:/s/ Michael Mathews  
  Michael Mathews  
  Chief Executive Officer  
  (Principal Executive Officer)  
    

December 12, 2016 By:/s/ Janet Gill  
  Janet Gill  
  Chief Financial Officer  
  (Principal Financial Officer)  
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EXHIBIT INDEX

     Incorporated by Reference  
Filed or

Furnished
Exhibit #  Exhibit Description   Form  Date   Number  Herewith
3.1

 
Certificate of Amendment to Certificate of Incorporation, as
amended   S-1  10/18/14   3.1   

3.2  Bylaws   8-K  3/19/12   2.7   
3.3  Amendment No. 1 to Bylaws   8-K  3/12/14   3.1   
10.1  2012 Equity Incentive Plan, as amended   10-K  7/27/16   10.5   
10.2  Form of Letter Agreement   8-K  9/7/16   2.1   
10.3  Form of Revolving Promissory Note   8-K  9/7/16   2.2   
10.4  Form of Warrant   8-K  9/7/16   3.1   
31.1  Certification of Principal Executive Officer (302)          Filed
31.2  Certification of Principal Financial Officer (302)          Filed
32.1  Certification of Principal Executive and Principal Financial

Officer (906)          Furnished**
101.INS  XBRL Instance Document          Filed
101.SCH  XBRL Taxonomy Extension Schema Document          Filed
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document          Filed
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document          Filed
101.LAB  XBRL Taxonomy Extension Label Linkbase Document          Filed
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document          Filed
———————

This exhibit is being furnished rather than filed and shall not be deemed incorporated by reference into any filing, in accordance with
Item 601 of Regulation S-K.

 
Copies of this report (including the financial statements) and any of the exhibits referred to above will be furnished at no cost to our
shareholders who make a written request to Aspen Group, Inc., at the address on the cover page of this report, Attention: Corporate
Secretary.
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2.

Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
 AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Aspen Group, Inc. (the “Company”) on Form 10-Q for the quarter ended October 31,
2016, as filed with the Securities and Exchange Commission on the date hereof, I, Michael Mathews, certify, pursuant to 18 U.S.C. §1350,
as adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

The quarterly report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934
and

The information contained in the quarterly report fairly presents, in all material respects, the financial condition and results
of operations of the Company.

/s/ Michael Mathews
Michael Mathews
Chief Executive Officer
(Principal Executive Officer)
Dated: December 12, 2016

In connection with the quarterly report of Aspen Group, Inc. (the “Company”) on Form 10-Q for the quarter ended October 31,
2016, as filed with the Securities and Exchange Commission on the date hereof, I, Janet Gill, certify, pursuant to 18 U.S.C. §1350, as
adopted pursuant to §906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

The quarterly report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934
and

The information contained in the quarterly report fairly presents, in all material respects, the financial condition and results
of operations of the Company.

/s/ Janet Gill
Janet Gill
Chief Financial Officer
(Principal Financial Officer)
Dated: December 12, 2016


