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Special Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains certain “forward-looking statements” within the meaning of Section 27A of
the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). All statements other than statements of historical fact may be forward-looking statements.
Forward-looking statements are contained principally in Part I, Item 1, “Business,” Part I, Item 1A, “Risk Factors” and Part II,
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” but appear throughout this
annual report. Such forward-looking statements may include, among others, statements regarding future events, the future
financial and operating results of Zovio Inc (“Zovio,” the “Company,” “we,” “us” or “our”), strategies, expectations, the
competitive environment, regulation and the availability of financial resources, including, without limitation, statements
regarding:

»  our ability and the ability of our current or any future university partners to comply with the extensive and continually
evolving regulatory framework, applicable to such partners, including but not limited to Title IV of the Higher
Education Act of 1965, as amended (“Higher Education Act”), and its implementing regulations, the gainful
employment regulations, defense to repayment regulations, state authorization regulations, state laws and regulatory
requirements, and accrediting agency requirements;

*  our ability to meet any conditions of the U.S. Department of Education (the “Department”) with respect to the Asset
Purchase and Sale Agreement (the “Purchase Agreement”) with the Arizona Board of Regents, for and on behalf of
the University of Arizona (“University of Arizona”) and the University of Arizona Global Campus, a newly formed
Arizona nonprofit corporation (“Global Campus”);

*  projections, predictions and expectations regarding our business, financial position, results of operations, liquidity
and capital resources, and enrollment trends;

+ the ability of our current or any future university partners to obtain continued approval of programs for educational
benefits to active duty military students or to veteran students;

» the outcome of various lawsuits, claims and legal proceedings;
» the impact of COVID-19 on the economy, and the demand for our services and the collectability of our receivables;
» initiatives focused on student success, retention and academic quality;

»  expectations regarding the adequacy of our cash and cash equivalents and other sources of liquidity for ongoing
operations, planned capital expenditures and working capital requirements;

*  expectations regarding capital expenditures;

» the impact of accounting standards on our financial statements;
» the reasonableness and acceptance of our tax accruals;

» the continued growth of our growth segment;

e management’s goals and objectives; and

e other similar matters that are not historical facts.

Forward-looking statements may generally be identified by the use of words such as “may,” “should,” “could,” “would,”
“predicts,” “potential,” “continue,” “expects,” “anticipates,” “future,” “intends,” “plans,” “believes,” “estimates” and similar
expressions, as well as statements in the future tense.
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Forward-looking statements should not be interpreted as a guarantee of future performance or results and will not
necessarily be accurate indications of the times at or by which such performance or results will be achieved, if at all. Forward-
looking statements are based on information available at the time such statements are made and the current good faith beliefs,
expectations and assumptions of management regarding future events. Such statements are subject to risks and uncertainties that
could cause actual performance or results to differ materially from those expressed in or suggested by the forward-looking
statements. Important factors that could cause actual performance or results to differ materially from our expectations include,
but are not limited to:

+  our ability to satisfy the key performance indicators in the Purchase Agreement;



» the imposition of fines or other corrective measures against our current or any future university partners or any of our
subsidiaries;

» adverse regulatory changes affecting our industry;

»  our failure to comply with the extensive and continually evolving regulatory framework applicable to our university
partners, including but not limited to Title IV of the Higher Education Act and its implementing regulations, state
laws and regulatory requirements, and accrediting agency requirements;

*  our inability to obtain new university partners;
» the inability of our current and future university partners to continue to recruit and retain students;

*  our competition in the education technology market and the competition of our university partners in the
postsecondary education market and its potential impact on our market share;

» reputational and other risks related to potential compliance audits, regulatory actions, negative publicity or service
disruptions;

+ the preceding and other factors discussed in Item 1A, “Risk Factors,” and in other reports we may file with the
Securities and Exchange Commission (“SEC”) from time to time; and

» the factors set forth in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations.”

All forward-looking statements in this annual report are qualified in their entirety by the cautionary statements included in
this annual report, and you should not place undue reliance on any forward-looking statements. These forward-looking
statements speak only as of the date of this annual report. We assume no obligation to update or revise any forward-looking
statements contained herein to reflect actual results or any changes in our assumptions or expectations or any other factors
affecting such forward-looking statements, except to the extent required by applicable securities laws. If we do update or revise
one or more forward-looking statements, no inference should be drawn that we will make additional updates with respect to
those or other forward-looking statements.



PART I

Item 1. Business
BUSINESS
Overview

Zovio Inc is an education technology services company that partners with higher education institutions and employers to
deliver innovative, personalized solutions and learning experiences to help learners and leaders achieve their aspirations and
help institutions grow. Zovio’s expertise across academic disciplines, credential levels, learning experiences, and modalities has
powered student and partner success through a tailored, customer-focused approach bolstered by data analytics. The Company
provides student recruitment and enrollment systems, retention strategies, educational tools and curriculums.

Sale Transaction

Up through December 1, 2020, the Company, through its wholly owned subsidiary, Ashford University, LLC (“AU
LLC”), owned and operated Ashford University, a regionally-accredited, online university (the “University”). Then, on
December 1, 2020, the Company and AU LLC finalized the Purchase Agreement, by and among the Company, AU LLC, the
University of Arizona and Global Campus. Upon the closing of the Purchase Agreement (the “Sale Transaction”), Global
Campus owns and operates the University in affiliation with the University of Arizona with a focus on expanding access to
education for non-traditional adult learners and the Company provides services to Global Campus under a long-term Strategic
Services Agreement (the “Services Agreement”).

Our Business

The services that the Company provides to Global Campus under the Services Agreement include recruiting, admissions,
marketing, student finance, financial aid processing, and financial aid advising, program advising, student retention advising,
support services for academics, information technology and institutional support. See further details within “Services Provided”
below.

In April 2019, we acquired Fullstack Academy, Inc. (“Fullstack’) an immersive coding bootcamp offering web
development and cybersecurity training to students looking for competitive paying and in-demand tech jobs. Fullstack offers
full- and part-time programs online, in addition to working with colleges and universities to expand their program offerings and
close technological skills gaps in their local communities.

Also in April 2019, we acquired TutorMe.com, Inc. (“TutorMe”), which provides 24/7 tutoring services. Students are
matched online with tutors within minutes who can help them with more than 300 subjects. With live video chat,
whiteboarding, and screen sharing, students can get the personalized help they need, in the subject they need, at a time that
works for them. TutorMe optimizes the student learning journey and is a valuable-resources for high-school and college
students. TutorMe is also offered as an employee benefit to our employees, providing an added benefit for parents of high-
school students.

Services Provided
Technology and academic services

Technology and academic services primarily relate to the educational infrastructure, including online course delivery and
management, assessment, customer relations management and other internal administrative systems. This also includes
providing support for curriculum and new program development, support for faculty training and development and technical
support.

Information Technology

We have created or adopted a scalable technology system that we believe is secure, reliable and redundant, and permits
courses and support services to be offered online.



Online course delivery and management - We utilize the Canvas learning management system provided by Instructure,
Inc. (“Instructure”), a third-party software and services provider. Canvas is a software-as-a-service (“SaaS”) platform that
enables us to develop and deliver the latest in engaging online learning experiences. As a native cloud platform, Canvas
software and data are hosted by Amazon Web Services, providing for a fast, secure and readily scalable experience for students
and faculty. Additionally, students and faculty will have greater flexibility to learn and teach from anywhere, anytime and on
any iOS or Android device.

Internal administration - We utilize customer relations management (“CRM”) application from Salesforce for lead
management, workflow, analytics, reporting and a complete view of our students. This tool enables institutions to view the
entire student history from the lead to graduation, individually or in cohorts, and to respond appropriately. Additionally, the
online application portals can be utilized to accept, integrate and process student applications. We support various channels of
communication with students and prospects to provide engagement through a student’s preferred means of communication.

Constellation - Constellation is an innovative suite of interactive educational materials that increases the educational
quality for online students. Constellation is our proprietary learning platform that takes features of traditional textbooks and
combines them with features of the internet to create a premium student experience. We developed Constellation as an
alternative to third-party textbooks with digital course materials. Constellation gives students access to their digital course
materials across platforms without sacrificing time-tested studying tools like highlighting and note taking. Constellation
includes customized content geared to courses and students, combined with a robust set of features that make course materials
engaging and accessible to students of various learning styles and abilities. Constellation is cloud-based and is compatible
across operating systems, browsers and mobile technologies, including web-enabled smartphones and tablet devices. We have
developed Constellation-enabled courses primarily in core classes to attempt to reach as many students as possible. The
Constellation team includes editors with extensive experience at leading textbook publishing firms. Highly qualified subject
matter experts are recruited to author content that addresses course and institutional outcomes. Constellation digital texts are
organized around accelerated courses.

Waypoint Outcomes - Waypoint Outcomes is our proprietary assessment software which provides learning and assessment
tools to institutions. The software combines classic rubric grading scales with easy, efficient technology to help educators teach
writing, critical thinking and cognitive skills. Its sophisticated grading palette frees teachers to focus on meaningful,
personalized feedback for students by automating repetitive tasks. Data results from Waypoint Outcomes are shared with the
student and are also accessible by the faculty and program administrators.

Signalz - We offer student success and student recruitment service through Signalz, which is our proprietary predictive
analytics platform that provides data-driven insights to enhance our client offering and improve overall results and outcomes.
Signalz enables Zovio to develop solutions and engineer workflows that optimize performance metrics from marketing through
graduation.

Mobile application technology - We offer mobile applications compatible with most web-enabled smartphones and tablet
devices in order to increase the accessibility of the student learning experience. The applications enable students to use their
mobile device to contact support staff, complete discussion posts and review important information regarding their academic
status. We have received positive feedback from students indicating that these mobile applications further their learning
experience, and we have incorporated feedback received into the periodic updates to these mobile applications.

Support Services for Academics

We work alongside our university partners to help design programs and academic offerings to meet the needs of a broad
cross-section of prospective students. We seek to offer programs in disciplines in which we believe there is strong demand for
education and significant opportunity for employment.

Potential new programs and specializations are determined based on proposals submitted by faculty and staff and an
assessment of overall market demand. Our university partners faculty and academic leadership work in collaboration with our
marketing team to research and select new programs that are expected to have strong demand and that can be developed at a
reasonable cost. Programs are reviewed and must also receive approval through the normal governance process at the relevant
institution. Once a program is selected for development, one or more subject matter experts are assigned to work with
curriculum development staff to define measurable program-level student learning objectives. Each course in a program is
designed to include learning activities that address the program objectives, foster student engagement and assess learning
outcomes. Following approval, an online program is conformed to the standards of our online learning management system and
our marketing department creates a marketing plan for the program.



We seek to maintain a high level of quality in curriculum and student support services, all of which contribute to the
overall student experience. The curricula are reviewed periodically to ensure that content is refined and updated as necessary.
We provide support services, including in the areas of library, writing center, tutoring, help desk and administration to help
maximize the success of our university partners’ students.

We have developed and implemented a comprehensive assessment plan focused on student learning and effective
instruction. The plan stipulates assessment of learning outcomes at the course, program and institutional levels. Learning
outcomes are unique to the institution and demonstrate the skills that graduates should be able to demonstrate upon completion
of their respective programs. With the assistance of our dedicated assessment team, we can help evaluate and revise courses and
learning resources based upon outcomes and institutional research data. Using direct and indirect measurements, student
performance is assessed on an ongoing basis to help ensure student success.

Counseling services and support

Counseling services and support consist primarily of team-based counseling and other support to prospective and current
students as well as financial aid processing.

Recruiting and Admissions

Zovio organizes its employees in teams who facilitate all aspects of a student’s enrollment and placement into a program
of study. These teams consist of enrollment service advisors, financial services advisors and academic advisors. This structure
promotes internal accountability among employees involved in identifying, recruiting, enrolling and retaining new students.
The admissions process is designed to offer access to prospective students who seek the benefits of a postsecondary education.

Prospective student leads are managed through a CRM system, which directs a lead for a prospective student to a
recruiting team and assigns an enrollment service advisor within that team to serve as the primary liaison for that prospective
student. Once contact with a prospective student is established, the enrollment service advisor, along with the academic and
financial services advisors, begins an assessment process to determine if a university partner’s program offerings match the
student's needs and objectives. Additionally, enrollment service advisors communicate other criteria, including expected
duration and cost of the program, to the prospective student.

The enrollment service advisors go through a comprehensive training program that addresses academic offerings,
financial aid options and the regulatory environment in which we operate, including the restrictions imposed by regulations on
the admissions process. We place significant emphasis on regulatory requirements and operate in an environment of strict
compliance.

Zovio has a presence in both military and corporate channels. Our military and academic outreach teams work with
military education services officers to demonstrate the quality, impact and value that university partner’s programs provide to
individuals in those organizations. Military students may frequently change locations or seek to complete a program
intermittently over the course of several years. In the corporate channel, the corporate partnership programs provide companies
with the opportunity to allow their employees to pursue and complete a college degree while incurring little to no student debt.

Student Financing and Financial Aid Processing

Zovio has dedicated staff that provide call center and transactional processing services for the online financial aid student
populations, including services related to disbursement eligibility review and fund returns under Title IV of the Higher
Education Act (“Title IV”’). We believe this improves student financing outcomes and enhances efforts to comply with Title [V
and the rules and regulations promulgated thereunder. Students finance their education through a combination of various
financing options, including both Title IV programs and non-Title IV funding sources. Non-Title IV funding sources consist
primarily of payments made in cash by individuals, private loans from third parties, reimbursement from corporate affiliates
and government tuition assistance programs for military personnel, including veterans.

If a student attends any institution certified as Title IV eligible by the U.S. Department of Education (the “Department’)
and meets applicable student eligibility standards, that student may receive grants, loans, or both grants and loans to help fund
their education under programs authorized by Title IV. An institution participating in federal student financial aid programs
authorized by Title IV must ensure that all program funds are accounted for and disbursed properly. To continue receiving
program funds, students must demonstrate satisfactory academic progress toward the completion of their program of study.



Student Retention Advising

Once a student enrolls in an online program, Zovio provides consistent, ongoing support to assist the student in
acclimating to the online environment and to address challenges that arise in order to increase the likelihood that the student
will persist through graduation. Providing a superior student support experience is a key component in retaining students. We
believe that our team-based approach to recruitment and the robust student services we provide enhance retention because of
the quality of each student’s interaction with his or her team and the accountability inherent in the team structure. We also
incorporate a systematic approach to contacting students at key milestones during their experience, providing encouragement
and highlighting their progress. There are frequent personal interactions between academic advisors and students, which we
view as a key component to our retention strategy. We have a team that monitors performance metrics and other key data to
analyze student retention rates, as well as the causes of and potential risks for student drops.

Marketing and communication

Marketing and communication services consist primarily of lead acquisition, digital communication strategies, brand
identity advertising, media planning and strategy, video, data science and analysis, marketing to potential students and other
promotional and communication services.

We have invested significant resources in developing processes and implementing technologies that allow us to
effectively identify, recruit and retain qualified students. We develop and participate in various marketing activities to generate
leads for prospective students and to build the Zovio and university brands.

For the online student population, our university partners align themselves with working adults, many of whom have
already completed some postsecondary courses. The admissions policies are focused on attracting students with a greater
commitment to completing their degrees.

The branding campaigns utilize digital channels to communicate their message, and leads are generated from online
sources. We also purchase keywords from search providers to generate online leads directly, rather than acquiring them solely
through aggregators. Additionally, we have a team internally who focuses on generating online leads through search engine
optimization techniques.

Environmental, Social and Governance Programs

Environmental, social and governance (“ESG”) refers to three central factors in measuring the sustainability and societal
impact of an investment in our Company. These criteria, and the activities making up each area, have long been a part of the
way we operate. The way we approach sustainability at our facilities, how we interact with our communities, the processes by
which we make our decisions and our people-first culture all contribute to our ESG program.

Environmental Matters

We provide our services primarily online, which inherently results in a friendlier impact on the environment. As a leader
in education technology services, we can help drive sustainability through our products and services. Our programs are 100%
online, and courseware is 100% digital.

Optimizing and conserving our resources through sustainable practices are at the center of our Company’s focus on the
environment. With a mindset of continuous improvement, we focus on sustainability by using industry-leading technologies
within our facilities to minimize the impact on the environment where applicable. We have many initiatives in the areas of
conserving energy and reducing waste at our facilities. Our Arizona-based headquarters is 130,000 square-feet and generates
approximately 480kWh of solar power annually that provides at least 30% of the building's electricity needs. The facility also
includes 24 electric car charging stations on site, and energy-efficient LED lighting throughout the building. Additionally, there
is an approximately 100 square foot biophilic plant wall in the building. Efforts such as this helped us in being awarded the
2020 Arizona Red Award for Office Interiors Project of the Year. We have also identified and implemented methods that
improve resource conservation and maintain compliance with the U.S. Green Building Council, in addition to federal, state, and
local regulations.

Additionally, we believe the facilities we occupy are state-of-the-art and are in substantial compliance with federal, state
and local laws and regulations that have been enacted or adopted regulating the discharge of materials into the environment or
otherwise relating to the protection of the environment. Compliance with these laws and regulations has not had, and is not
expected to have, a material effect on our capital expenditures, results of operations, or competitive position.



Human Capital Management and Social Awareness

A key pillar of our corporate strategy is attracting, developing, and retaining top talent with a shared purpose to help
everyone be in a class of their own. The Company is committed to building a culture where ambitious individuals can come
together to create innovative solutions for a brighter future. We subscribe to a set of beliefs—make meaningful connections,
craft exceptional experiences, all voices matter, develop bold ideas—that guide how we interact, champion change, and inspire
others.

In 2020 and 2021, the COVID-19 pandemic had a direct impact on our employees. We pivoted the vast majority of our
workforce to remote work with minimal disruption while implementing additional safety measures for employees conducting
critical on-site work. Despite the challenging economic realities brought on by the pandemic, Zovio hired almost 600
employees in fiscal year 2021, hiring workers from many of the community’s hardest-hit industries. To minimize risk to
employees, the majority of new hires in 2021 were onboarded and trained remotely, with the rest being trained in a socially
distanced, safe environment. New hires obtained all the necessary tools and resources to be successful in a remote setting
through our creative curbside pick-up process. We also offered flexible work schedules and offered additional time off for those
with medical and caregiving needs due to COVID-19.

As of December 31, 2021, the Company and its subsidiaries employed approximately 1,400 individuals, 1,365 of which
were full-time. This includes staff in university services, academic advising and academic support, enrollment services,
university administration, financial aid, marketing, information technology, human resources, legal and compliance, external
affairs, corporate accounting, finance and other administrative functions. At the conclusion of 2021, Zovio’s workforce was
57% female and 43% male and women represented 52% of those in leadership roles.

To attract, retain, and inspire our talent, we offer fair, competitive compensation and award-winning benefits programs
that support our employees through the entire employee lifecycle. Our compensation and benefits program includes: base pay,
short-term incentives, cash and stock-based long-term incentives, an employee savings plan that qualifies as a deferred salary
arrangement under Section 401(k) of the Internal Revenue Code of 1986, as amended, with an employer match, an employee
stock purchase plan, health and wellness benefits, health savings accounts, flexible spending accounts, paid time off, paid
parental leave, an award winning wellness program and an employee assistance program. Additionally, we offer an on-site gym
and café with healthy food alternatives, a fully-staffed Health and Wellness Center, lifestyle coaching, ergonomic programs,
and financial education and coaching to help employees reach their personal financial goals. The Company also benchmarks
positions and regularly reviews the design of employee compensation and benefits programs to ensure we remain competitive
with the market. We undertake an external third-party facilitated pay equity analysis annually and conduct regular internal
assessments on pay disparities and make adjustments as necessary.

Creating a culture that embraces diversity, where all employees feel supported and valued, is paramount to delivering
innovative solutions to our university partners and students. Our employees participate in an annual survey to measure overall
engagement. In 2021, 87% of Zovions reported that they feel cared about as a person and 74% reported that they intend to stay
at Zovio.

In 2021, we launched “Belonging @ Zovio” — our Diversity and Inclusion strategy. One of its key pillars is “bringing
collective voices together” which is activated by connecting those with similar interests and passions through Employee
Resource Groups. These groups focus on professional development & networking opportunities, volunteer activities, raising
awareness, and providing insights that inform our products and services.

The Company is committed to developing its people where employees are empowered to drive their own career
progression. The Company provides training to its employees annually, focusing on on-the-job development and on-demand
learning. For those interested in taking on leadership roles, our Leadership Education and Development LEAD program is
designed to provide new leaders with the basic tenants of leading, ensuring they are well-supported as they take on this
important role in the organization.

To support personal and professional growth, Zovio offers employees an opportunity to obtain their bachelor’s and/or
master’s degree for free through Global Campus. The Company also has several tuition reimbursement programs. We provide a
tuition benefit, up to $5,250 annually, alongside a College Savings 529 Plan and Student Debt Repayment program for eligible
employees. We also offer free online tutoring services for employees and their dependents as many parents turned to virtual
learning during the COVID-19 pandemic.

During 2021, Zovio supported the Arizona Coronavirus Relief Fund, Chandler Chamber of Commerce’s COVID-19
Relief Program, United Way Workplace Campaign, food drives, community laptop drives, and provided materials to support
online instruction to our educational partners.



We understand the life-changing impact that education resources can have on individuals, no matter their background,
experience, or career goals. Zovio supports nonprofit organizations aligned with our pillars of “Opportunities for All” and
“Learning Beyond the Classroom” through our Corporate Giving program. In 2021, Zovio supported various educational
partners including Arizona Tech Council, Greater Phoenix Chamber Foundation, Jobs for Arizona’s Graduates, Center for the
Future of Arizona, Wounded Warriors Project, and The Johnston Family Foundations for Urban Agriculture. All Zovio
employees are provided 16 hours of paid time off to volunteer at nonprofit organizations of their choice. In 2021, Zovio
employees logged more than 3,100 volunteer hours, either virtually or in person.

Our culture is anchored in a long-standing commitment to giving back to the communities in which our employees live
and work. Since 2005, the Company has donated over $11 million in charitable contributions. Our employees have collectively
given 160,000 hours in volunteer efforts and have generously donated over $2.2 million through workplace giving campaigns.

Governance Standards

Management of the Company is led by talented leaders with deep experience in education and technology. The Board of
Directors of the Company (the “board”) sets high standards for the Company’s employees, officers and directors. Implicit in
this philosophy is the importance of sound corporate governance. It is the duties of the board to serve as a prudent fiduciary for
stockholders and to oversee the management of the Company’s business. To fulfill its responsibilities and to discharge its duty,
the board follows the procedures and standards that are set forth in the Corporate Governance Guidelines, committee charters
and other governance documents, which can be viewed on our corporate website at www.ir.zovio.com.

Segment Information

Prior to December 1, 2020, the Company operated in one segment for reporting purposes. Following the Sale Transaction
on December 1, 2020, we now operate our business in two reportable segments, including the University Partners Segment and
the Zovio Growth Segment. The Company’s reportable segments are determined based on (i) financial information reviewed by
the chief operating decision maker, the Chief Executive Officer (“CODM?”), (ii) internal management and related reporting
structure, and (iii) the basis upon which the CODM makes resource allocation decisions. University Partners includes the
technology and services provided to colleges and universities to enable the online delivery of degree programs. The inaugural
partner in the University Partners Segment is Global Campus. The Zovio Growth Segment includes our other subsidiaries,
including Fullstack and TutorMe.

Seasonality

Our operations are generally subject to seasonal trends. Our university partner generally experiences a seasonal increase in
new enrollments during the first quarter of each year, subsequent to holiday break, as well as during the third quarter each year,
when most other colleges and universities begin their fall semesters. While our university partner enrolls students throughout
the year, the fourth quarter revenue generally is lower than other quarters due to the holiday break in December, with a relative
increase in the first quarter of each year.

Competition

The education technology services market is fairly new, with no individual company representing a significant market
share. The postsecondary education market is also highly fragmented and competitive, with no private or public institution
representing a significant market share.

Intellectual Property

We rely on a combination of copyrights, trademarks, service marks, patents, trade secrets, domain names and agreements
with employees and third parties to protect our intellectual property rights. We have trademark and service mark registrations
and pending applications for additional registrations in the United States and select foreign jurisdictions. In addition, we have
applied for domestic and international patents for certain technology developed by us. In certain instances, course content is
produced by faculty and other content experts under work-for-hire agreements pursuant to which we own the course content in
return for a fixed development fee. In certain limited cases, course content is licensed from third parties on a royalty fee basis.

Geographic Information

We have no significant foreign operations or assets located outside of the United States. For information about our
revenues from external customers, measures of profits and losses, and total assets, see our annual consolidated financial
statements included elsewhere in this Annual Report on Form 10-K.
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Additional Information

We were incorporated in Delaware in May 1999 under the name TeleUniversity, Inc. In February 2004, we changed our
name to Bridgepoint Education, Inc., and in April 2019, we changed our name to Zovio Inc. Our website is located at
www.zovio.com. We make available free of charge on our website our Annual Report on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K and amendments to those reports filed pursuant to Section 13(a) or 15(d) of the
Exchange Act as soon as reasonably practicable after we electronically file such material with, or furnish it to, the SEC. The
website for the SEC is located at www.sec.gov. The reference to our website is intended to be an inactive textual reference and
the contents of our website are not incorporated by reference into, or in any way a part of, this Annual Report on Form 10-K.

Regulation

Through December 1, 2020, we were the owner and operator of a for-profit university and certain of the regulatory
factors set forth below are the risks associated with that business. Upon the consummation of the Sale Transaction on December
1, 2020, we became a service provider of education services to Global Campus, our inaugural university partner. Given that our
revenue from operations is currently derived primarily from our contractual relationship with Global Campus, the regulations
attributable to Global Campus could materially affect us. The following section describes regulatory matters generally relating
to Global Campus and to institutions of higher education that may affect us as a service provider to Global Campus.

Institutions that participate in Title IV programs are subject to an extensive set of laws and regulations. To participate in
Title IV programs, an institution must maintain authorization by the state education agency or agencies where it is physically
located, be accredited by an accrediting agency recognized by the Department and be certified by the Department as an eligible
institution. Accrediting agencies provide an independent assessment of educational quality. The laws, regulations and standards
of an accrediting body, the Department and state agencies affect the vast majority of our university partner operations.

Accreditation

Accreditation is a private, non-governmental process for evaluating the quality of an educational institution and its
programs and an institution’s effectiveness in carrying out its mission in areas including integrity, student performance,
curriculum, educational effectiveness, faculty, physical resources, administrative capability and resources, financial stability
and governance. To be recognized by the Department, an accrediting agency, among other things, must adopt specific standards
to be maintained by educational institutions, conduct peer-review evaluations of institution's compliance with those standards,
monitor compliance through periodic institutional reporting and the periodic renewal process and publicly designate those
institutions that meet the agency’s criteria. An accredited institution is subject to periodic review by its accrediting agency to
determine whether it continues to meet the performance, integrity, quality and other standards required for accreditation. An
institution that is determined not to meet the standards of accreditation may have its accreditation revoked or not renewed.

Accreditation is important to an institution, as it establishes comprehensive criteria designed to promote educational
quality and effectiveness. Accreditation also represents a public acknowledgment by a recognized independent agency of the
quality and effectiveness of an institution’s programs. It also facilitates the transferability of educational credits when students
transfer to or apply for graduate school at other regionally accredited colleges and universities. The Department relies on
accreditation as an indicator of educational quality and effectiveness in determining an institution’s eligibility to participate in
Title IV programs, as do certain corporate and government sponsors in connection with tuition reimbursement and other student
aid programs.

Global Campus, our university partner, is regionally accredited by WASC Senior College and University Commission
(“WSCUC”), educational licensing authorities in states where it is physically located or conducts certain operations, and by the
Department due to Global Campus’s participation in Title IV programs. WSCUC is one of seven regional accrediting agencies
that accredits colleges and universities in the United States. Accreditation by WSCUC is recognized by the Department and by
prospective students as a reliable indicator of educational quality.

On November 12, 2020, WSCUC approved the substantive change of control application filed to complete the Sale
Transaction, subject to certain conditions.

On December 1, 2020, the parties to the Purchase Agreement entered into Amendment No. 1 to the Purchase Agreement,
pursuant to which, among other things, the University of Arizona and Global Campus waived the closing condition regarding
issuance of a pre-acquisition review notice by the Department. Under the terms of the Purchase Agreement, the Closing was
subject to customary closing conditions for transactions in this sector. As a result, on December 1, 2020, the Sale Transaction
was consummated and Global Campus now owns and operates the University in affiliation with the University of Arizona.
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Department Regulation of Title IV Programs

To be eligible to participate in Title IV programs, an institution must comply with the Higher Education Act and the
regulations thereunder that are administered by the Department. Among other things, the law and regulations require that an
institution (i) be licensed or authorized to offer its educational programs by the states in which it is physically located,

(i1) maintain institutional accreditation by an accrediting agency recognized for such purposes by the Department and (iii) be
certified to participate in Title IV programs by the Department. Participation in Title IV programs allows for extensive
oversight and review pursuant to regulations promulgated by the Department. Those regulations are subject to revision and
amendment from time to time by the Department. The Department’s interpretation of its regulations likewise is subject to
change. As a result, it is difficult to predict how Title IV program requirements will be applied in all circumstances.

An institution must periodically seek recertification from the Department to continue to participate in Title IV programs
and may, in certain circumstances, be subject to review by the Department prior to seeking recertification. During the time
when an institution is provisionally certified, it may be subject to adverse action with fewer due process rights than those
afforded to other institutions, and it must apply for and receive approval from the Department for any substantial change
including but not limited to the establishment of an additional location, an increase in the level of academic offerings, or the
addition of certain programs.

Borrower Defense to Repayment

On October 28, 2016, the Department had published borrower defense to repayment regulations to change processes that
assist students in gaining relief under certain provisions of the Direct Loan Program regulations. These defense to repayment
regulations allow a borrower to assert a defense to repayment on the basis of a substantial misrepresentation, any other
misrepresentation in cases where certain other factors are present, a breach of contract or a favorable nondefault contested
judgment against a school for its act or omission relating to the making of the borrower’s loan or the provision of educational
services for which the loan was provided. In addition, the financial responsibility standards contained in the new regulations
establish the conditions or events that trigger the requirement for an institution to provide the Department with financial
protection in the form of a letter of credit or other security against potential institutional liabilities. Triggering conditions or
events include, among others, certain state, federal or accrediting agency actions or investigations, and in the case of publicly
traded companies, receipt of certain warnings from the SEC or the applicable stock exchange, or the failure to timely file a
required annual or quarterly report with the SEC. The new regulations also prohibit schools from requiring that students agree
to settle future disputes through arbitration.

On March 15, 2019, the Department issued guidance for the implementation of parts of the regulations. The guidance
covers an institution’s responsibility in regard to reporting mandatory and discretionary triggers as part of the financial
responsibility standards, class action bans and pre-dispute arbitration agreements, submission of arbitral and judicial records,
and repayment rates.

On August 30, 2019, the Department finalized the regulations derived from the 2017-2018 negotiated rulemaking process
and subsequent public comments. This version of the borrower defense regulations applies to all federal student loans made on
or after July 1, 2020, and, among other things: grants borrowers the right to assert borrower defense to repayment claims
against institutions, regardless of whether the loan is in default or in collection proceedings; allows borrowers to file defense to
repayment claims three years from either the student’s date of graduation or withdrawal from the institution; and gives students
the ability to allege a specific amount of financial harm and to obtain relief in an amount determined by the Department, which
may be greater or lesser than their original claim amount. The regulations also include financial triggers and other factors for
recalculating an institution’s financial responsibility composite score that differ from those in the 2016 regulations.

On March 18, 2021, the Department announced it would adopt a streamlined approach for granting full debt relief to
borrowers reversing the methodology first announced in December 2019 that allowed for partial student loan cancellation for
borrowers. The Department determined that the previous methodology did not result in an appropriate relief determination.

In July 2020, the Department notified the Company that they would be initiating a preliminary review of borrower defense
applications from borrowers who made claims regarding the University. As part of the initial fact-finding process, the
Department sent individual student claims to the University and allowed the institution to submit a response to the individual
borrower’s claim. In 2020, the Company received and timely responded to the submitted claims. The Company has responded
to each individual student claim received and cannot predict the outcome of the Department's review at this time.

Potential sanctions for noncompliance with Title IV regulations

The Department can impose sanctions for violating the statutory and regulatory requirements of Title IV programs,
including:
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» transferring an institution from the advance method or the heightened cash monitoring level one method of Title IV
payment, each of which permit the institution to receive Title IV funds before or concurrently with disbursing them to
students, to the heightened cash monitoring level two method of payment or to the reimbursement method of
payment, each of which delay an institution’s receipt of Title IV funds until student eligibility has been verified by
the Department;

* imposing a monetary liability against an institution in an amount equal to any funds determined to have been
improperly disbursed or not to have been properly returned upon student withdrawal;

e requiring an institution to post a letter of credit in favor of the Department as a condition for continued Title IV
eligibility;

* initiating proceedings to impose a fine or to limit, suspend or terminate an institution’s participation in Title IV
programs;

» referring a matter for possible civil or criminal investigation;

+ failing to grant an institution’s application for renewal of its certification, or revocation of an institution’s provisional
certification, to participate in Title IV programs, or imposing conditions on its participation in Title IV programs; or

» taking emergency action to suspend an institution’s participation in Title IV programs without prior notice or a prior
opportunity for a hearing.

Privacy of student records

The Family Educational Rights and Privacy Act of 1974 (“FERPA”) and the Department’s FERPA regulations require
educational institutions to, among other things, protect the privacy of students’ educational records by limiting an institution’s
disclosure of a student’s personally identifiable information without the student’s prior written consent. If an institution fails to
comply with FERPA, the Department may require the institution to take corrective action or may terminate the institution’s
receipt of federal funds. Educational institutions are also obligated to safeguard student information pursuant to the Gramm-
Leach-Bliley Act (“GLBA”), which requires an institution to, among other things, develop and maintain a comprehensive
written information security program designed to protect against the unauthorized disclosure of personally identifiable financial
information of students, parents or other individuals with whom such institution has a customer relationship. If an institution
fails to comply with the applicable GLBA requirements, it may be required to take corrective action, be subject to monitoring
and oversight by the Federal Trade Commission (“FTC”), and be subject to fines or penalties imposed by the FTC.
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Item 1A. Risk Factors

Investing in our common stock involves risk. Before making an investment in our common stock, you should carefully
consider the risk factors set forth below, as well as the other information contained in this Annual Report on Form 10-K,
including our annual consolidated financial statements and the information set forth in Part I, Item 1, “Business” and Part 11,
Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations.” The risks described below
are those which we believe are the material risks we face.

Upon the consummation of the Sale Transaction on December 1, 2020 (as discussed in Part II, Item 7, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations”), we became a service provider of education
services to Global Campus, our inaugural university client. Accordingly, we have set forth below additional material risks to
reflect those factors now applicable to our new business operations. Given that our revenue from operations is currently
derived primarily from our contractual relationship with Global Campus, the risk factors include risks attributable to Global
Campus operating as a non-profit university, which could materially affect our business. Through December 1, 2020, we were
the owner of a for-profit university and certain of the risk factors set forth below are the risks associated with that business.

Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial also may impact
our business operations. Any of the risks described below could materially adversely affect our business, prospects, financial
condition, cash flows and results of operations. In these circumstances, the trading price of our common stock could decline
and you could lose all or part of your investment.

Risks Related to the Sale Transaction and Change in the Structure of Our Operations

The Sale Transaction with the University of Arizona and Global Campus, is subject to certain terms and conditions that if
not achieved, could disrupt our business.

In connection with the closing of the Sale Transaction, the Company and Global Campus entered into a long-term
Services Agreement pursuant to which the Company will provide recruiting, financial aid, counseling, institutional support,
information technology, and academic support services to Global Campus. The Services Agreement has an initial term through
June 30, 2036, subject to renewal options, although Global Campus has the right to terminate the Services Agreement after its
fiscal year ending June 30, 2028 subject to the payment of a termination fee equal to one-hundred (100%) of the services fees
paid to the Company in the trailing twelve (12) month period (payable half in cash and half in an unsecured note).

In return for providing services under the Services Agreement, Global Campus, after covering its direct costs of
operations (which may not be increased by more than 2% per year), will pay to the Company services fees equal to the
Company’s direct costs to provide the services plus an additional amount equal to 19.5% of Global Campus’s tuition and fees
revenue. If, following its fiscal year ending June 30, 2028, Global Campus’s tuition and fees revenue is $440.0 million or less,
then the Company’s revenue share percentage is subject to decrease on a sliding scale to between 18.1% and 15.5%, subject to
increase back up to 19.5% if, in any subsequent fiscal year, Global Campus’s tuition and fees revenue again exceeds $440.0
million. In addition, the parties to the Services Agreement have agreed on certain minimum profit levels to be achieved by
Global Campus after payment of the Company’s services fees of $0 for the period ending June 30, 2021, $0 for Global
Campus’ fiscal year ending June 30, 2022, $12.5 million for the fiscal year ending June 30, 2023, $25.0 million for the fiscal
years ending June 30, 2024, 2025 and 2026, and $10.0 million for each fiscal year thereafter through the remainder of the initial
term; subject to certain limitations, the Company is required to adjust its fees in any year to the extent necessary for Global
Campus to achieve such minimum levels. In addition, in accordance with the conditions of the WSCUC approval, the Services
Agreement incorporates identified key performance indicators, all as mutually agreed upon the parties.

On an annual basis, immaterial cash penalties could arise from not meeting individual key performance indicators.
However, breaches of these key performance indicators over a multi-year period could have a material impact on our business,
financial condition and results of operations.

Following the Sale Transaction, we are subject to various risks and uncertainties arising out of the changes in the structure
of our operations, any of which could materially and adversely affect our business and operations, and our stock price.

Following the Sale Transaction, various aspects of our operations have changed in important ways. We are no longer the
owner and operator of a regulated institution of higher education, but we are now an education technology service provider.
While the services we provide were part of our business prior to the Sale Transaction, we have no experience operating solely
as an education technology service provider to third parties.
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Initially, substantially all of our revenue is derived pursuant to the Services Agreement. Accordingly, Global Campus’
ability to increase its enrollment and tuition and fee revenue, and our ability to continue to perform the services necessary to
enable Global Campus to achieve such goals, will be critical to the success of our services business.

If we are unable to successfully re-focus our business to providing education technology services to third-party education
providers, or if the Services Agreement fails to achieve the anticipated levels of performance, then our business, financial
condition and results of operations, as well as our stock price, could be materially and adversely affected.

If the University is found to have violated any regulatory requirement while we owned and operated it, we remain
responsible for any liabilities arising from such violation, either directly or because of our obligation to indemnify Global
Campus, and the payment of any such damages or fines could materially and adversely affect our business and operations,
and our stock price.

Following the Sale Transaction, we retained all liabilities associated with the University during the time we owned and
operated it and agreed to indemnify Global Campus for such matters if the University is found liable for violations during such
period, including regulatory non-compliance. Should violations be determined, we may be required to either pay such liabilities
directly or indemnify Global Campus. Such payments could be substantial and could adversely affect us.

If the Department does not recertify Global Campus to continue participating in the Title IV programs, Global Campus'
students would lose their access to Title IV program funds, or there could be significant limitations as a condition of Global
Campus' continued participation in the Title IV programs, and as a service provider, our business, financial condition and
results of operations, as well as our stock price, could be materially and adversely affected.

Institutions are required to seek recertification from the Department on a regular basis in order to continue their
participation in Title IV programs. An institution must also apply for recertification by the Department if it undergoes a change
in control, as defined by the Department regulations, and may be subject to similar review if it expands its operations or
educational programs in certain ways. There can be no assurance that the Department will recertify Global Campus or that the
Department will not impose conditions or other restrictions as a condition of granting Global Campus a provisional
certification. If the Department does not renew, or withdraws, the certification of Global Campus to participate in the Title IV
programs at any time, students would no longer be able to receive Title [V program funds. Similarly, the Department could
renew Global Campus’ certification, but restrict or delay its students’ receipt of Title IV funds, limit the students to whom
Global Campus could disburse funds, decline to approve Global Campus as a nonprofit institution for Title IV purposes, or
place other restrictions on Global Campus.

Any of these outcomes could have a material adverse effect on us. We no longer own or operate the University, and we no
longer participate in the Title IV programs as an institution. However, we face the risks discussed above in connection with
providing services as a third-party education technology services provider, including adverse effects on our business and
operations from a reduction or loss in our revenues under the Services Agreement.

If we are determined to have paid improper incentive compensation to our covered employees, or tuition sharing
arrangements are deemed to violate the incentive compensation regulations, our business will be impaired.

An institution that participates in the Title IV programs may not provide any commission, bonus, or other incentive
payment based directly or indirectly on success in securing enrollments or financial aid to any person or entity engaged in
student recruitment, admissions, or financial aid awarding activity. Current regulations provide that higher education
institutions agree that it will not provide any commission, bonus, or other incentive payment based in any part, directly or
indirectly, upon success in securing enrollments or the award of financial aid, to any person or entity who is engaged in student
recruitment or admission activity, or in making decisions regarding the award of Title IV, HEA program funds. Pursuant to this
regulation, we are prohibited from offering our covered employees, which are those employees involved with or responsible for
recruiting or admissions activities, any bonus or incentive-based compensation based on the successful recruitment, admission
or enrollment of students into a postsecondary institution. We are also precluded from offering our covered employees that
work on financial aid matters (if any), any bonus or incentive-based compensation based on the award of financial aid to
students enrolled in a postsecondary institution.
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Risks Related to the Extensive Regulation of Our Business and University Partners

If our current or any future university partner fails to comply with applicable regulatory requirements, they could face
monetary liabilities or penalties, operational restrictions, or loss of eligibility to participate in Title IV programs from which
we derive most of our revenue.

To participate in Title IV programs, an institution must be (i) legally authorized to operate in the state in which it is
physically located, (ii) accredited by an accrediting agency recognized by the Department as a reliable indicator of educational
quality and (iii) certified as an eligible institution by the Department. As a result, we are subject to extensive regulation by the
Department, WSCUC, and state education agencies. These regulatory requirements cover many aspects of our operations.
Given that the Department, WSCUC and state education agencies periodically revise their requirements and modify their
interpretations of existing requirements, we cannot reliably predict how these regulatory requirements will be applied or
whether we will be able to comply with all the requirements. If our current or any future university partner fails to comply with
these regulatory requirements, the Department could impose sanctions on that institution, including monetary liabilities or
penalties, operational restrictions, or loss of eligibility to participate in Title IV programs from which we derive most of our
revenue. For additional information, see “Regulation — Department Regulation of Title IV Programs — Potential sanctions for
noncompliance with Title IV regulations” in Part I, Item 1, “Business.” If our current or future university partners were to lose
eligibility to participate in Title [V programs or were to have such participation substantially curtailed, enrollments and our
revenues, financial condition, cash flows and results of operations would be materially and adversely affected.

An institution must periodically seek recertification to participate in Title IV programs and may, in certain circumstances,
be subject to review or other action by the Department in connection with such recertification.

An institution must periodically seek recertification from the Department to continue to participate in Title [V programs
and may, in certain circumstances, be subject to review or other action by the Department in connection with such
recertification. The Department may review an institution’s continued certification to participate in Title IV programs in the
event of a change of control and may take emergency action to suspend an institution’s certification without advance notice if it
determines the institution is violating Title IV requirements and immediate action is necessary to prevent misuse of Title IV
funds. If the Department revokes or does not renew the certifications to participate in Title IV programs, our university
partner’s students would no longer be able to receive Title IV funds, which would have a material adverse effect on enrollments
and our revenues, financial condition, cash flows and results of operations.

The failure of our current or any future university partners to maintain accreditation would denigrate the value of their
educational programs and result in a loss of eligibility to participate in Title IV programs.

An institution must be accredited by an accrediting agency recognized by the Department to participate in Title IV
programs. WSCUC is recognized by the Department as a reliable authority regarding the quality of education and training
provided by the institutions it accredits. To remain accredited, our university partners must continuously meet accreditation
standards relating to, among other things, performance, governance, institutional integrity, educational quality, faculty,
administrative capability, resources and financial stability. If a university partner fails to satisfy any of the standards of its
accrediting agency, it could lose its accreditation. Loss of accreditation would denigrate the value of its educational programs
and would result in its loss of eligibility to participate in Title IV programs, which would have a material adverse effect on
enrollments and our revenues, financial condition, cash flows and results of operations.

Our current or future university partners may lose eligibility to participate in Title IV programs or face other sanctions or
fines if they are not compliant with the Higher Education Act for a variety of reasons.

Our current or future university partners could lose eligibility to participate in Title IV programs or face other sanctions or
fines if any of the following occur:

. An institution is not legally authorized to offer its educational programs by the states in which it is physically
located. To maintain these authorizations and registrations, an institution must comply with applicable requirements
under the statutes and rules of the applicable state.

. An institution derives more than 90% of its revenues from Title [V program funds for two consecutive fiscal
years, as calculated in accordance with Department regulations. Any institution that violates the 90/10 rule for two
consecutive fiscal years becomes ineligible to participate in Title IV programs for at least two fiscal years. In addition,
an institution whose rate exceeds 90% for any single fiscal year will be placed on provisional certification and may be
subject to other enforcement measures.
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. An institution has too many students that default on their loans. For each federal fiscal year, the Department
calculates a rate of student defaults over a three-year measuring period for each educational institution, which is
known as a “cohort default rate.” An institution may lose its eligibility to participate in the Direct Loan Program and
the Federal Pell Grant Program if for each of the three most recent federal fiscal years 30% or more of its students who
became subject to a repayment obligation in that federal fiscal year defaulted on such obligation by the end of the
following federal fiscal year.

. An institution has a failure to demonstrate financial responsibility. To participate in Title IV programs, an
eligible institution must satisfy specific measures of financial responsibility prescribed by the Department. One
measure of financial responsibility is an institution’s composite score, a number between negative 1.0 and positive 3.0.
An institution’s composite score must be at least 1.5 for the institution to be deemed financially responsible without
the need for further Department oversight.

. An institution pays incentive compensation to persons or entities involved in certain recruiting, admissions or
financial aid awarding activities. The Higher Education Act prohibits an institution from providing any commission,
bonus or other incentive payment based directly or indirectly on securing enrollments or financial aid to any persons or
entities involved in student recruiting or admissions activities or making decisions about the award of student financial
assistance. The criteria for complying with the Department’s rules prohibiting incentive compensation are not clear in
all circumstances, and the Department will not review or approve compensation plans prior to their implementation.

. An institution engages in substantial misrepresentation regarding the nature of its educational programs, its
financial charges or the employability of its graduates. If the Department determines an institution has engaged in
substantial misrepresentation, the Department may (i) attempt to revoke the institution’s program participation
agreement if the institution is provisionally certified, (ii) impose limitations on the institution’s participation in Title [V
programs if the institution is provisionally certified, (iii) deny applications from the institution for approval of new
programs or locations or other matters or (iv) initiate proceedings to fine the institution or limit, suspend or terminate
its eligibility to participate in Title IV programs.

. An institution fails to 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 institution determines that the student has
withdrawn. Failure to make timely returns of Title IV program funds for 5% or more of students sampled in the
institution’s annual financial aid compliance audit in either of its two most recently completed fiscal years can result in
an institution having to post a letter of credit equal to 25% of the amount of unearned Title IV funds the institution was
required to return for its most recently completed fiscal year. If unearned funds are not properly calculated and
returned in a timely manner, an institution may also be subject to monetary liabilities or an action to impose a fine or to
limit, suspend or terminate its participation in Title IV programs.

If any of the above were to occur and there was a loss of eligibility to participate in Title IV programs, there could be a
material adverse effect on enrollments of our current or future university partners, and therefore on our revenues, financial
condition, cash flows and results of operations.

Changes to the 90/10 rule or related Title IV regulation could adversely impact our university partners, which in turn could
adversely affect our revenues or our ability to grow.

In March 2021, President Biden signed the American Rescue Plan Act (“ARPA”) of 2021. The ARPA includes a major
change in the 90/10 revenue test that provides for-profit institutions and their students access to the Federal Student Aid
(“FSA”) programs. Under the ARPA, the Higher Education Act would be modified to change the formula from counting only
Title IV program funds on the '90 side' to instead include all “federal funds that are disbursed or delivered to or on behalf of a
student to be used to attend such institution” or collectively “federal education assistance funds.” The 90/10 provision will be
subject to negotiated rulemaking after October 2021, with an earliest effective date on or after January 1, 2023. Additionally, in
June 2021, the Department held virtual public hearings to receive stakeholder feedback on potential issues for the upcoming
negotiated rulemaking sessions. These issues include borrower defense to repayment for students, gainful employment
requirements, and change in ownership and change in control of institutions of higher education among other topics. If these
changes were to go into effect, it could adversely impact our university partners, which in turn could adversely affect our
revenues or our ability to grow.
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The borrower defense to repayment regulations expand the circumstances in which students may assert a defense to
repayment against an institution and could result in the imposition of significant restrictions on our university partners
ability to operate.

The Department has regulations regarding borrower defense to repayment. The regulations allow a borrower to assert a
defense to repayment on the basis of a substantial misrepresentation, any other misrepresentation in cases where certain other
factors are present, a breach of contract or a favorable non-default contested judgment against a school for its act or omission
relating to the making of the borrower’s loan or the provision of educational services for which the loan was provided. In
addition, the financial responsibility standards contained in the regulations establish the conditions or events that trigger the
requirement for an institution to provide the Department with financial protection in the form of a letter of credit or other
security against potential institutional liabilities. Triggering conditions or events include, among others, certain state, federal or
accrediting agency actions or investigations, and in the case of publicly traded companies, receipt of certain warnings from the
SEC or the applicable stock exchange, or the failure to timely file a required annual or quarterly report with the SEC. The
regulations also prohibit schools from requiring that students agree to settle future disputes through arbitration.

Under the borrower defense to repayment regulations, an institution could face claims by students based on the expanded
circumstances in which students may assert a defense to repayment of their student loans, and the Department may be entitled
to seek recoupment of student loans discharged pursuant to the regulations.

In July 2020, the Department notified the Company that the Department would be initiating a preliminary review of
borrower defense applications from borrowers who made claims regarding the University. As part of the initial fact-finding
process, the Department sent individual student claims to the University and allowed the institution to submit a response to the
individual borrower’s claim. The Company received and timely responded to each individual student claim and cannot predict
the outcome of the Department's review at this time.

If we fail to maintain adequate systems and processes to detect and prevent fraudulent activity in student enrollment and
financial aid, our business could be adversely impacted.

We are susceptible to an increased risk of fraudulent activity by outside parties with respect to student enrollment and
student financial aid programs. The potential for outside parties to perpetrate fraud in connection with the award and
disbursement of Title IV program funds, including as a result of identity theft, may be heightened because we are an online
education provider. Our systems and processes may not always be adequate in the face of increasingly sophisticated and ever-
changing fraud schemes. We must maintain systems and processes to successfully identify and prevent fraudulent applications
for enrollment and financial aid.

The Department’s regulations require institutions that participate in Title IV programs to refer to the OIG credible
information indicating that any applicant, employee, third-party servicer or agent of the institution that acts in a capacity that
involves administration of Title IV programs has been engaged in any fraud or other illegal conduct involving Title IV
programs. If the systems and processes that we have established to detect and prevent fraud are inadequate, the Department may
find that we do not satisfy its “administrative capability” requirements. In addition, an institution’s ability to participate in Title
IV programs is conditioned on their maintaining accreditation by an accrediting agency that is recognized by the Department.
Under the Higher Education Act, accrediting agencies that evaluate institutions offering distance learning programs, must
require such institutions to have processes by which they establish that a student who registers for a distance education program
is the same student who participates in and receives credit for the program. Any failure to satisfy the Department’s
administrative capability requirements or any loss of accreditation as a result of a failure to detect and prevent fraudulent
activity could result in limits on or loss of Global Campus’ eligibility to participate in Title IV programs and have a material
adverse effect on enrollments and our revenues, financial condition, cash flows and results of operations.

Governmental proceedings or other claims and lawsuits asserting regulatory noncompliance could result in monetary
liabilities or penalties, injunctions or loss of Title IV funding for students at our current or any future university partner.

Because our current, and any future university partner operates in a highly regulated industry, we are subject to
compliance reviews, claims of noncompliance and lawsuits by government agencies, regulatory agencies and third parties,
including claims brought by third parties on behalf of the federal government under the federal False Claims Act. If the results
of these reviews or proceedings are unfavorable to us or if we are unable to defend successfully against such lawsuits or claims,
we may be required to pay money damages or be subject to fines, limitations, loss of Title IV funding, injunctions or other
penalties, which could have a material adverse effect on our business, financial condition, cash flows and results of operations.
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. In addition, claims and lawsuits brought against us may damage our
reputation or adversely affect our stock price, even if such claims and lawsuits are eventually determined to be without merit.
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Additional regulations or regulatory scrutiny resulting from action by the Department could result in increased compliance
costs, fines, sanctions or lawsuits, which could have a material adverse effect on enrollments and our revenues, financial
condition, cash flows and results of operations.

The Department released final regulations to clarify state authorization requirements for postsecondary institutions
offering distance education that participate in federal student loan programs, as required by the Higher Education Act. Among
other things, the final regulations (i) require institutions offering distance education to be authorized by each state in which they
enroll students, if such authorization is required by the state, (ii) require institutions to document the state process for resolving
student complaints regarding distance education programs, (iii) require public and individualized disclosures to enrolled and
prospective students in distance education programs, including disclosures regarding adverse actions taken against the
institution, the institution’s refund policies and whether each of the institution’s programs meet applicable state licensure or
certification requirements, and (iv) require institutions to explain to students the consequences of moving to a state where the
school is not authorized, which could include loss of eligibility for federal student aid. The final regulations recognize
authorization through participation in a state authorization reciprocity agreement, as long as the agreement does not prevent a
state from enforcing its own consumer laws.

We cannot predict the scope and content of the regulations that may emerge from these or other rulemaking activities that
the Department initiates. The Departments actions could result in direct and indirect costs related to compliance, increased
scrutiny, fines, liabilities, sanctions or lawsuits, which could have a material adverse effect on enrollments and our revenues,
financial condition, cash flows and results of operations.

Any action by Congress to revise the laws governing Title IV programs or to reduce funding for these programs could
negatively impact our business.

Congress must periodically reauthorize the Higher Education Act and annually determine the funding level for each Title
IV program through the budget and appropriations process. The Higher Education Act’s programs will continue year-to-year
without explicit reauthorization as long as Congress appropriates funds for the programs. Congress may propose and pass
revisions to the Higher Education Act between reauthorizations by using other legislative vehicles such as budget bills and
appropriations bills, which could impact funding for student financial aid programs.

We cannot predict what legislation, if any, will arise out of the reauthorization of the Higher Education Act or other
Congressional deliberations, or what impact any such legislation might have on the for-profit education sector and our business.
However, any action by Congress that significantly reduces Title IV program funding or the eligibility of our current or any
future university partners or students to participate in Title IV programs, or that requires us to modify our practices in ways that
could increase our administrative costs and reduce our profit margin, would have a material adverse effect on enrollments and
our revenues, financial condition, cash flows and results of operations.

Risks Related to QOur Business

A large percentage of our revenue is attributable to our contractual relationship with Global Campus, and the loss of, or a
decline in enrollment in, Global Campus programs could significantly reduce our revenue and impact our overall financial
performance.

We expect the programs of Global Campus to account for a large percentage of our revenue for the foreseeable future.
Any decline in reputation or changes in policies of Global Campus could adversely affect its student enrollment and its overall
financial and operating results, which could materially impact us. Furthermore, Global Campus has the right to terminate the
Services Agreement early if certain conditions apply. If Global Campus were to terminate or not renew its relationship with us,
or if certain of the programs with Global Campus were to materially underperform for any reason, it could negatively affect our
reputation, revenue and future operating results.

We face litigation and legal proceedings that could have a material adverse effect on our revenues, financial condition, cash
flows and results of operations.

We are subject to lawsuits, investigations and claims covering a wide range of matters. We are the subject of complaints
alleging violations of various laws including, but not limited to, federal securities laws, and the California State Attorney
General. These and other legal proceedings could cause us to incur significant defense costs, are disruptive to our normal
business operations and could damage our reputation and adversely affect our stock price. An adverse outcome of any legal
proceeding could result in monetary losses or restrictions on our business, which could have a material adverse effect on our
revenues, financial condition, cash flows and results of operations.
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On March 7, 2022, the Superior Court of the State of California, County of San Diego, or the Court, issued a Statement of
Decision in favor of the Attorney General of the State of California, or the California Attorney General, in an action brought by
the California Attorney General alleging we, and our previous subsidiary, Ashford University, LLC, or Ashford, among other
things deliberately misled Ashford students and falsely advertised Ashford’s academic programs. Ashford no longer exists and
we are responsible for Ashford’s portion of the liability under this matter. The Court ordered us to pay $22.4 million in
statutory penalties but denied the California Attorney General’s demands for restitution and injunctive relief. We are currently
considering all options available to us related to the Statement of Decision. On April 7, 2022, we filed a motion for a new trial
and/or to set aside and vacate the judgement, which is currently set for a hearing on May 13, 2022. Regardless of the ultimate
outcome, this decision could have a material adverse effect on our reputation and financial condition.

For additional information regarding current material legal proceedings involving us and our subsidiaries, see Note 19,
“Commitments and Contingencies” to our consolidated financial statements included elsewhere in this report.

We may need to raise additional funding, which may not be available on acceptable terms, or at all. If such financing is not
available or not available on terms acceptable to us, it could adversely affect our ability to continue operations.

We assess going concern considerations in accordance with Accounting Standards Update (“ASU”) 2014-15,
“Disclosures of Uncertainties about an Entity's Ability to Continue as a Going Concern,” as to whether there is substantial
doubt about the ability to continue as a going concern for a period of one year after the date that our financial statements are
issued.

As of December 31, 2021, our cash and cash equivalents were $28.3 million. If we are unable to obtain sufficient capital
when needed, our business, financial condition and results of operations could be materially and adversely affected.

The amount, timing and terms of such additional financing will vary principally depending on the amount of cash flows
from our operations and our forecasted operations. To the extent that we require additional financing in the future, such
financing may not be available on terms acceptable to us or at all and, consequently, we may not be able to fully implement our
plans. For additional information on financing obtained in April 2022, see Note 22, “Subsequent Events” to our consolidated
financial statements included elsewhere in this report.

A failure of our information systems to properly store, process and report relevant data may reduce our management’s
effectiveness, interfere with our regulatory compliance and increase our operating expenses.

We are heavily dependent on the integrity of our data management systems. If these systems do not effectively collect,
store, process and report relevant data for the operation of our business, whether due to equipment malfunction or constraints,
software deficiencies or human error, our ability to effectively plan, forecast and execute our business plan and comply with
applicable laws and regulations will be impaired. Any such impairment could have a material adverse effect on our business,
revenues, financial condition, cash flows and results of operations.

We rely on a third-party vendor to provide the online learning platform for students and related support and hosting.

We have a license agreement with Instructure pursuant to which we license an online Canvas learning management
system and platform for students at our university partners. We currently rely on Instructure for administrative support and
hosting of the applicable systems. If Instructure ceases to operate or is unwilling or unable to work with us, or if our agreement
with Instructure is otherwise terminated, the online learning platform for students at our university partners and related
administrative support and hosting could be interrupted or become unavailable, which could have a material adverse effect on
our business.

We are subject to laws and regulations as a result of our collection and use of personal information, and any violations of
such laws or regulations, or any security or cybersecurity breach, theft or loss of such information, could adversely affect
our business.

Possession and use of personal information in our operations subjects us to risks and costs that could harm our business.
We collect, use and retain large amounts of personal information regarding applicants, students, faculty and staff. We also
collect and maintain personal information about our employees in the ordinary course of our business. Our services can be
accessed globally through the internet. Therefore, we may be subject to the application of national privacy laws in countries
outside the United States from which applicants and students access our services. Such privacy laws could impose conditions
that limit the way we market and provide our services.
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Our computer networks and the networks of certain of our vendors that hold and manage confidential information on our
behalf may be vulnerable to unauthorized access, employee theft or misuse, computer hackers, computer viruses and other
security and cybersecurity threats. Confidential information may also inadvertently become available to third parties when we
integrate systems or migrate data to our servers following an acquisition of a school or in connection with periodic hardware or
software upgrades. Due to the sensitive nature of the personal information stored on our servers, our networks may be targeted
by hackers seeking to access this data. Users who circumvents security measures could misappropriate sensitive information or
cause interruptions or malfunctions in our operations. Although we use security and business controls to limit access to and use
of personal information, a third-party may be able to circumvent those security and business controls, which could result in a
breach of student or employee privacy. In addition, errors in the storage, use or transmission of personal information could
result in a breach of privacy for current or prospective students or employees.

Our use of personal information also subjects us to legislative and regulatory burdens that could require notification of
data breaches and could restrict our use of personal information, and a violation of any laws or regulations relating to the
collection or use of personal information could result in the imposition of fines against us or lawsuits brought against us. We
maintain a cybersecurity program with ongoing monitoring. However, we may be required to expend significant resources to
protect against the threat of any security and cybersecurity breaches or to alleviate problems caused by these breaches. A major
breach, theft or loss of personal information held by us or our vendors regarding students and their families or our employees,
or a violation of laws or regulations relating to the same, could have a material adverse effect on our reputation, result in
lawsuits and result in further regulation and oversight by federal and state authorities and increased costs of compliance. The
adoption of new or modified state or federal data or cybersecurity legislation could increase our costs and/or require changes in
our operating procedures or systems.

We are required to comply with the Family Educational Rights and Privacy Act (“FERPA”), and failure to do so could
harm our reputation and negatively affect our business.

FERPA generally prohibits an institution of higher education participating in Title IV programs from disclosing
personally identifiable information from a student’s education records without the student’s consent. Our university partners
and their students disclose to us certain information that originates from or comprises a student education record under FERPA.
As an entity that provides services to institutions participating in Title IV programs, we are indirectly subject to FERPA, and we
may not transfer or otherwise disclose any personally identifiable information from a student record to another party other than
in a manner permitted under the statute. If we violate FERPA, such violation could result in a material breach of contract with
one or more of our university partners and could harm our reputation. Further, in the event that we disclose student information
in violation of FERPA, the Department could require a university partner to suspend our access to its student information for at
least five years.

Changes in accounting principles and guidance could result in unfavorable accounting charges or effects.

We prepare our consolidated financial statements in accordance with GAAP. These principles are subject to interpretation
by the SEC and various bodies formed to create and interpret appropriate accounting principles and guidance. A change in these
principles or guidance, or in their interpretations, may have a material effect on our results and disclosures, as well as our
processes and related controls. For additional information, see Note 2, “Summary of Significant Accounting Policies - Recent
Accounting Pronouncements” to our annual consolidated financial statements included elsewhere in this report.

System disruptions and vulnerability from security risks to our technology infrastructure could damage our reputation and
the reputation of our other subsidiaries, and negatively impact our business.

The performance and reliability of our technology infrastructure (including the software and related hosting and
maintenance services for our online learning platform, student information system, and lead management system) is critical to
our reputation and our ability to attract and retain students. Any system error or failure, or a sudden and significant increase in
bandwidth usage, could result in the unavailability of systems to us or our university partners and negatively impact our
business and reputation. Our computer networks may also be vulnerable to unauthorized access, computer hackers, computer
viruses, denial of service attacks and other security problems. Although we continually monitor the security of our technology
infrastructure and take proactive measures to prevent potential threats, these efforts may not protect our computer networks
against all threats of security breaches, which could damage our reputation and the reputation of our other subsidiaries, and
negatively impact our business and prospects.
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Our spending in the areas of new investments or other marketing opportunities may cause us to incur additional operating
losses if we do not realize our expected revenues.

Our spending is based in significant part on our estimates of future revenue and is largely fixed in the short term. As a
result, we may be unable to adjust our spending in a timely manner if our revenue falls short of our expectations. Accordingly,
any significant shortfall in revenues in relation to our expectations would have an immediate and material adverse effect on our
profitability. We anticipate increasing operating expenses on new investments and marketing initiatives. Any such increase
could cause material losses to the extent we do not generate additional revenues sufficient to cover those expenses.

We may not be able to retain our key personnel or hire and retain the personnel we need to sustain and grow our business.

Our success depends largely on the skills, efforts and motivations of our executive officers, who generally have significant
experience with our company and within the education industry. Due to the nature of our business, we face significant
competition in attracting and retaining personnel who possess the skill sets we seek. In addition, key personnel may leave us
and may subsequently compete against us. We do not carry life insurance on our key personnel as part of our benefits. The loss
of the services of any of our key personnel or our failure to attract, replace and retain other qualified and experienced personnel
on acceptable terms could impair our ability to sustain and grow our business. In addition, because we operate in a highly
competitive industry, our hiring of qualified executives or other personnel may cause us or such persons to be subject to
lawsuits alleging misappropriation of trade secrets, improper solicitation of employees or other claims.

If we are unable to hire new employees or to continue to develop existing employees responsible for student recruitment, the
effectiveness of our new enrollment efforts would be adversely affected.

We intend to (i) hire, develop and train additional employees responsible for new enrollment and (ii) retain and continue
to develop and train our existing new enrollment personnel. Our ability to develop and maintain a strong new enrollment
function may be affected by a number of factors, including our ability to integrate and motivate our enrollment service advisors,
our ability to effectively train our enrollment service advisors, the length of time it takes new enrollment service advisors to
become productive, regulatory restrictions on the method of compensating enrollment service advisors and the competition
involved in hiring and retaining enrollment service advisors. If we are unable to hire new employees or retain and develop
current employees responsible for new enrollment, it could have a material adverse effect on enrollments and our revenues,
financial condition, cash flows and results of operations.

A decline in the overall growth of enrollment in postsecondary institutions, or in the number of students seeking degrees
online, could cause our university partners to experience a decline in enrollment.

If enrollment at our university partners decline, this could cause our revenues to decline in the future. In addition, if job
growth in the fields related to the core disciplines of our university partners is weaker than expected, fewer students may seek
the types of degrees that such university partners offer. To return to growth in our revenues and increase enrollments of our
university partners, our university partners will need to attract and retain a larger percentage of students in existing markets and
expand their markets by creating new academic programs. Any further decline in enrollment as a result of the inability to attract
and retain students in existing markets or expand our markets by creating new academic programs in areas where there is
market demand could have a material adverse effect on our revenues, financial condition, cash flows and results of operations.

Our success depends in part on our university partners' ability to update and expand the content of existing programs and to
develop new programs and specializations on a timely basis and in a cost-effective manner.

The updates and expansions of existing programs and the development of new programs and specializations may not be
accepted by existing or prospective students or prospective employers of our university partners’ graduates. If we do not
adequately respond to changes in market requirements by updating and expanding our existing programs or developing new
programs, our business will be adversely affected. Even if our university partners are able to develop acceptable new programs,
they 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, our university partners 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
operations. In addition, to be eligible for federal student financial aid programs, a new academic program may need to be
approved by the Department.

Establishing new academic programs or modifying existing programs requires investments in management, faculty and
capital expenditures, additional marketing expenses and reallocation of other resources. If our university partners are unable to
increase enrollment in new programs, offer new programs in a cost-effective manner or otherwise manage effectively the
operations of newly established academic programs, it could have a material adverse effect on our revenues, financial condition,
cash flows and results of operations.
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Our current or any future university partners failure to keep pace with changing market needs could harm their ability to
attract students.

Our success depends partially on the willingness of employers to hire, promote or increase the pay of our university
partners’ graduates. Increasingly, employers demand that their new employees possess appropriate technical and analytical
skills, and appropriate interpersonal skills, such as communication and teamwork. These skills can evolve rapidly in a changing
economic and technological environment. Accordingly, it is important that our university partners’ educational programs
continually evolve in response to those economic and technological changes.

The expansion of existing academic programs and the development of new programs may not be accepted by current or
prospective students or by prospective employers. Even if our university partners develop acceptable new programs, they may
not be able to begin offering those new programs in a timely fashion or as quickly as our competitors offer similar programs. If
we are unable to adequately respond to changes in market requirements due to regulatory or financial constraints, unusually
rapid technological changes or other factors, the rates at which our university partners’ graduates obtain jobs in their fields of
study could suffer, our ability to attract and retain students could be impaired and our business could be adversely affected.

We may be unable to sufficiently protect our proprietary rights and we may encounter disputes from time to time relating to
our use of the intellectual property of third parties.

We rely on a combination of copyrights, trademarks, service marks, patents, trade secrets, domain names and agreements
with employees and third parties to protect our proprietary rights. We have trademark and service mark registrations and
pending applications for additional registrations in the United States and select foreign jurisdictions. In addition, we have
applied for domestic and international patents for certain technology developed by us. Nonetheless, as new challenges arise in
protecting these proprietary rights online, we cannot ensure that these measures will be adequate to protect our proprietary
rights, that we have secured, or will be able to secure, appropriate protections for all our proprietary rights in the United States
or select foreign jurisdictions, or that third parties will not infringe upon or violate our proprietary rights. Despite our efforts to
protect these rights, unauthorized third parties may attempt to duplicate or copy the proprietary aspects of our technology,
curricula and online resource material, among others. Our management’s attention may be diverted by these attempts, and we
may need to expend funds in litigation to protect our proprietary rights against any infringement or violation.

We may also encounter disputes from time to time over rights and obligations concerning intellectual property, and we
may not prevail in these disputes. In certain instances, we may not have obtained sufficient rights to the content of a course.
Third parties may raise claims against us alleging an infringement or violation of their intellectual property. Some third-party
intellectual property rights may be extremely broad, and it may not be possible for us to conduct our operations in such a way as
to avoid all alleged violations of such intellectual property rights. Any such intellectual property claim could subject us to costly
litigation and impose a significant strain on our financial resources and management personnel regardless of whether such claim
has merit. Our insurance may not cover potential claims of this type adequately or at all, and we may be required to pay
monetary damages, which may be significant.

Government regulations relating to the internet could increase our cost of doing business, affect our ability to grow or
otherwise have a material adverse effect on our business.

The increasing use of the internet and other online services has led and may lead to the adoption of new laws and
regulatory practices in the United States or in foreign countries and to new interpretations of existing laws and regulations.
These new laws and interpretations may relate to issues such as online privacy, copyrights, trademarks and service marks, sales
taxes, fair business practices and the requirement that online education institutions qualify to do business as foreign
corporations or be licensed in one or more jurisdictions where they have no physical location or other presence. New laws,
regulations or interpretations related to doing business over the internet could increase our costs and materially and adversely
affect enrollments.

A protracted economic slowdown and rising unemployment could lead to lower enrollment at our university partner.

We believe that many students pursue postsecondary education to be more competitive in the job market. However, a
protracted economic slowdown could increase unemployment and diminish job prospects generally. Diminished job prospects
and heightened financial worries could affect the willingness of students to incur loans to pay for postsecondary education and
to pursue postsecondary education in general. As a result, enrollments at our university partner could suffer.

In addition, many students borrow Title IV loans to pay for tuition, fees and other expenses. A protracted economic
slowdown could negatively impact their ability to repay those loans which would negatively impact cohort default rates. Our
university partner’s students also are frequently able to borrow Title IV loans in excess of their tuition. The excess is received
by such students as a stipend. However, if a student withdraws, our university partner must return any unearned Title [V funds,
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including stipends. A protracted economic slowdown could negatively impact such students’ ability to repay those stipends. As
a result, the amount of Title IV funds we would have to return without reimbursement from students could increase, and our
results of operations could suffer.

The acquisition, integration and growth of acquired businesses may present challenges that could harm our business.

The successful integration and profitable operation of an acquired institution or business, including the realization of
anticipated cost savings and additional revenue opportunities, can present challenges, and the failure to overcome these
challenges can have an adverse effect on our business, financial condition, cash flows and results of operations. Some of these
challenges include:

» the inability to maintain uniform standards, controls, policies and procedures;

»  distraction of management’s attention from normal business operations during the integration process;

» the inability to attract and/or retain key management personnel to operate the acquired entity;

» the inability to obtain, or delay in obtaining, regulatory or other approvals necessary to operate the business;
» the inability to correctly estimate the size of a target market or accurately assess market dynamics;

+ the inability to retain the clients of the acquired entity;

+ the lingering effects of poor client relations or service performance by the acquired entity, which also may
negatively affect the Company’s existing business;

» the inability to fully realize the desired efficiencies and economies of scale;
»  expenses associated with the integration efforts; and
» unidentified issues not discovered in the due diligence process, including legal contingencies.

An acquisition related to an institution or other educational business often requires various regulatory approvals. If we are
unable to obtain such approvals, or we obtain them on unfavorable terms, our ability to consummate a transaction may be
impaired or we may be unable to operate the acquired entity in a manner that is favorable to us. If we fail to properly evaluate
an acquisition, we may be required to incur costs in excess of what we anticipated, and we may not achieve the anticipated
benefits of such acquisition.

An increase in interest rates could adversely affect our university partners’ ability to attract and retain students.

Interest rates have reached relatively low levels in recent years, creating a favorable borrowing environment for students.
However, if Congress increases interest rates on Title IV loans, or if private loan interest rates rise, our university partners’
students would have to pay higher interest rates on their loans. Any future increase in interest rates will result in a
corresponding increase in educational costs to existing and prospective students. Higher interest rates could also contribute to
higher default rates with respect to students’ repayment of their education loans. Higher default rates may in turn adversely
impact an institution’s eligibility to participate in some or all Title IV programs, which could have a material adverse effect on
enrollments and our revenues, financial condition, cash flows and results of operations.

Our financial results may suffer if we fail to successfully implement our restructuring plans and/or cost reduction initiatives
aimed at right-sizing our operations to match revenue streams.

We have described elsewhere in this Annual Report on Form 10-K our reductions in force which are intended to
strengthen our business by right-sizing our operations to match revenue streams. We also described various restructuring
charges related to these plans. If we fail to achieve the intended cost savings, our financial condition, results of operations and
cash flows may be further impacted. This plan also may have an adverse impact upon the morale or motivation of our
employees and may result in further distractions to our management. In addition, management will continue to evaluate our cost
structure, and additional restructuring plans may be needed. Any cost-saving measures could impact employee retention. In
addition, we cannot be sure that the cost reduction will be successful in reducing our overall expenses as we expect or that
additional costs, or reduced revenue, will not offset any such reductions. If our operating costs are higher than we expect or if
we do not maintain adequate control of our costs and expenses, our results of operations may be adversely affected.
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If we fail to effectively identify, pursue and consummate acquisitions, either in the U.S. or outside of the U.S., our ability to
grow could be impacted and our profitability may be adversely affected.

Acquisitions are one component of our overall long-term growth strategy. The successful implementation of this strategy
depends upon the Company’s ability to identify suitable domestic and international acquisition candidates, acquire such
businesses on acceptable terms and finance such acquisitions. There can be no assurance that such candidates will be available
or, if such candidates are available, that the price will be attractive or that the Company will be able to identify, acquire or
finance such businesses successfully. In addition, in pursuing such acquisition opportunities, the Company may compete with
other entities with similar growth strategies; these competitors may be larger and have greater financial and other resources than
the Company. Competition for these acquisition targets could also result in increased prices of acquisition targets and/or a
diminished pool of companies available for acquisition. There may be particular difficulties and complexities (regulatory or
otherwise) associated with our expansion into international markets, and our strategies may not succeed beyond our current
markets. If we are unable to effectively address these challenges, our ability to execute this component of our long-term strategy
will be impaired, which could have an adverse effect on our ability to grow and our profitability.

We may be susceptible to a number of political, economic, and geographic risks that could harm our business. Significant
disruptions in the global economic environment, as a result of a pandemic such as COVID-19, may adversely affect our
business and financial results.

The occurrence of certain political, economic or geographic events, such as natural disasters or a pandemic, including the
outbreak of COVID-19 could result in a significant decline in our revenue. We are dependent on customers that are
geographically diverse and could be negatively impacted if economic conditions in the U.S. and globally were negatively
impacted. Such an occurrence could cause a decrease in our university partner’s enrollment, including a decline in student
retention.

The outbreak of COVID-19 continues to grow both in the U.S. and globally, and related government and private sector
responsive actions could adversely affect our business operations, including continued work-from home orders. The extent to
which COVID-19 impacts our results will depend on future developments, which are highly uncertain and cannot be predicted,
including new information that may emerge concerning the COVID-19 and the actions taken to contain it or treat its impact. We
have asked our corporate employees whose jobs allow them to work remotely to do so, as deemed necessary. Such
precautionary measures could create operational challenges as we adjust to a remote workforce, which could adversely impact
our business. We are also dependent on customers that are geographically diverse and would be negatively impacted if
economic conditions in the U.S. and globally continue to be negatively impacted and cause a decrease in our enrollment.

Risks Related to Our Common Stock

The price of our common stock has fluctuated significantly in the past and may continue to do so in the future. As a result,
you could lose all or part of your investment.

Volatility in the market price of our common stock may prevent you from being able to sell your shares at or above the
price you paid for your shares. The market price of our common stock has fluctuated significantly in the past, and may continue
to fluctuate significantly for a variety of different reasons, including, without limitation:

* developments regarding the accreditation or state licensing of our university partners;
*  our quarterly or annual earnings or those of other companies in our industry;
*  public reaction to our press releases, corporate communications and SEC filings;

*  changes in earnings estimates or recommendations by research analysts who track our common stock or the stocks of
other companies in our industry;

*  seasonal variations in our student enrollment;
* new laws or regulations or new interpretations of laws or regulations applicable to our industry or business;

*  negative publicity, including government hearings and other public lawmaker or regulator criticism, regarding our
industry or business;

» changes in enrollment;
» changes in accounting standards, policies, guidance, interpretations or principles;

» litigation involving our company or investigations or audits by regulators into the operations of our company or our
competitors;
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» sales of common stock by our directors, executive officers and significant stockholders; and

+ changes in general conditions in the United States and global economies or financial markets, including those
resulting from war, incidents of terrorism or responses to such events.

In addition, in recent years, the stock market has experienced extreme price and volume fluctuations. This volatility has
had a significant impact on the market price of securities issued by many companies, including companies in our industry.
Changes may occur without regard to the operating performance of these companies. The price of our common stock could
fluctuate based upon factors that have little or nothing to do with our company.

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

If our stockholders sell, or indicate an intention to sell, substantial amounts of our common stock in the public market, the
trading price of our common stock could decline. At December 31, 2021, 33.5 million shares of our common stock were
outstanding. In addition, as of December 31, 2021, there were 1.2 million shares of our common stock underlying outstanding
stock options and 4.9 million shares of our common stock underlying outstanding stock awards, including restricted stock units
and performance stock units. All shares subject to outstanding stock options are eligible for sale in the public market to the
extent permitted by the provisions of the applicable stock option agreement and Rule 144 under the Securities Act. If these
additional shares of common stock are sold, or if it is perceived that they will be sold in the public market, the trading price of
our common stock could decline. Under Rule 144, shares held by non-affiliates for more than six months may generally be sold
without restriction, other than a current public information requirement, and may be sold freely without any restrictions after
one year. Shares held by affiliates may also be sold under Rule 144 after one year, subject to applicable restrictions, including
volume and manner of sale limitations.

If securities or industry analysts change their recommendations regarding our common stock adversely or cease to cover our
company, or if our operating results do not meet their expectations, our stock price could decline.

The trading market for our common stock is influenced by the research and reports that industry or securities analysts
publish about us or our business or industry. If one or more of these analysts ceases coverage of our company or fail to publish
reports on us regularly, we could lose visibility in the financial markets, which in turn could cause our stock price or trading
volume to decline. Moreover, if one or more of the analysts who cover our company downgrades our common stock, or if our
operating results do not meet their expectations, our stock price could decline.

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

We do not expect to pay dividends on shares of our common stock in the foreseeable future and we intend to use our cash
position to grow our business. Consequently, your only opportunity to achieve a positive return on your investment in our
common stock will be if the market price of our common stock appreciates.

Your percentage ownership in the Company may be diluted by future issuances of capital stock, which could reduce your
influence over matters on which stockholders vote.

Subject to the rules of the Nasdaq Stock Market LLC (“NASDAQ?”), our board has the authority, without any action or
vote of our stockholders, to issue all or any part of our authorized but unissued shares of capital stock. At December 31, 2021,
there were 300.0 million shares of common stock authorized for issuance under our certificate of incorporation, 33.5 million
shares of which were outstanding. At December 31, 2021, there were 20.0 million shares of preferred stock authorized for
issuance under our certificate of incorporation, no shares of which were outstanding. Issuances of common stock or voting
preferred stock would reduce the influence of our current stockholders over matters on which our stockholders vote and, in the
case of issuances of preferred stock, would likely result in the rights of our current stockholders being subject to the prior rights
of holders of that preferred stock.

Our common stock has relatively low trading volume, compared to many other public companies.

Our common stock trades on the NASDAQ. Our average daily trading volume over these various mediums is relatively
low, particularly when compared to many larger public companies. This low trading volume can cause our common stock price
to fluctuate significantly and can make it difficult for investors to buy or sell our common stock quickly and efficiently,
compared to companies with a larger publicly traded float and higher average daily trading volumes.

26



If we fail to maintain proper and effective internal controls, our ability to produce accurate financial statements on a timely
basis could be impaired.

We are subject to the reporting requirements of the Securities Exchange Act of 1934, the Sarbanes-Oxley Act and the
rules and regulations of NASDAQ. The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure
controls and procedures and internal control over financial reporting. We are required to perform system and process evaluation
and testing of our internal control over financial reporting to allow management to report on the effectiveness of our internal
control over financial reporting in our Annual Report on Form 10-K filing for that year, as required by Section 404 of the
Sarbanes-Oxley Act. This may require us to incur substantial additional professional fees and internal costs to further expand
our accounting and finance functions and expend significant management efforts. As a smaller reporting company (as defined
by the SEC), we are not required to obtain a separate attestation of our internal control over financial reporting from our
independent auditors. If we are not able to comply with the requirements of Section 404 of the Sarbanes-Oxley Act in a timely
manner, or if we are unable to maintain proper and effective internal controls, we may not be able to produce timely and
accurate financial statements. If that were to happen, the market price of our stock could decline and we could be subject to
sanctions or investigations by the stock exchange on which our common stock is listed, the SEC or other regulatory authorities.

Provisions in our certificate of incorporation and bylaws and Delaware law may discourage, delay or prevent a change of
control of our company or changes in our management and, therefore, may depress the trading price of our stock.

Our certificate of incorporation and bylaws contain provisions that could depress the trading price of our stock by acting
to discourage, delay or prevent a change of control of our company or changes in our board that the stockholders of our
company may deem advantageous. These provisions:

» authorize the issuance of “blank check” preferred stock by our board to increase the number of outstanding shares to
discourage a takeover attempt;

»  provide for a classified board (three classes);
*  provide that stockholders may only remove directors for cause;

»  provide that any vacancy on our board, including a vacancy resulting from an increase in the size of the board, may
only be filled by the affirmative vote of a majority of our directors then in office, even if less than a quorum;

» provide that a special meeting of stockholders may only be called by our board or by our chief executive officer;

» provide that action by written consent of the stockholders may be taken only if the board first approves such action,
whenever the vote of stockholders is required at a meeting for any corporate action, the meeting and vote of
stockholders may be dispensed with, and the action may be taken without such meeting and vote, if a written consent
is signed by the holders of outstanding stock having not less than the minimum number of votes that would be
necessary to authorize or take such action at the meeting of stockholders; provided that, notwithstanding the
foregoing, we will hold an annual meeting of stockholders in accordance with NASDAQ rules for so long as our
shares are listed on the NASDAQ, and as otherwise required by the bylaws;

»  provide that the board is expressly authorized to make, alter or repeal our bylaws; and

+ establish advance notice requirements for nominations for elections to our board or for proposing matters that can be
acted upon by stockholders at stockholder meetings.

Additionally, we are subject to Section 203 of the Delaware General Corporation Law, which generally prohibits a
Delaware corporation from engaging in any of a broad range of business combinations with any “interested” stockholder for a
period of three years following the date on which the stockholder became an “interested” stockholder.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

As of December 31, 2021, we do not own any property. We lease property in Arizona, California, Colorado and New
York, for academic operations, corporate functions, enrollment services and student support services.

Our headquarters are located at 1811 E. Northrop Blvd in Chandler, Arizona, where we lease office space. During fiscal
year 2021, we paid annual rent of approximately $1.7 million under the terms of this lease, which expires in September 2030.

We also lease a few additional smaller facilities that we, and our subsidiaries, use as office space and learning centers in
California, Colorado and New York.

Our facilities are utilized consistent with management’s expectations, and we believe such facilities are suitable and
adequate for current requirements and that additional space can be obtained on commercially reasonable terms to meet any
future requirements.

Item 3. Legal Proceedings

For information regarding any legal proceedings, see Note 19, “Commitments and Contingencies” to our annual
consolidated financial statements included elsewhere in this Annual Report on Form 10-K, the text of which is incorporated by
reference into this Item 3 of Part .

Item 4. Mine Safety Disclosures

None.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases
of Equity Securities

Market Information
Our common stock is listed on NASDAQ under the symbol “ZVO.”
Holders of Record

As of March 31, 2022, there were 30 holders of record of our common stock. This figure does not include an
indeterminate number of beneficial owners of our common stock whose shares are held of record by banks, brokers and other
financial institutions.

Dividends

We have not paid any cash dividends on our common stock to date and do not anticipate paying cash dividends in the
foreseeable future. Any future determination to pay cash dividends will be at the discretion of our board and will depend upon
our financial condition, operating results and capital requirements, any contractual restrictions related to our ability to pay
dividends and such other factors as our board may deem appropriate.

Securities Authorized for Issuance Under Equity Compensation Plans

On December 3, 2021, we adopted the 2021 CEO Inducement Equity Incentive Plan, pursuant to which we reserved
2,874,138 shares of Common Stock to be used exclusively for grants of equity-based awards to individuals who were not
previously employees or directors of the Registrant, as an inducement material to the individual’s entry into employment with
us within the meaning of Rule 5635(c)(4) of the Nasdaq Listing Rules.

Recent Sales of Unregistered Securities

Of the 2,874,138 shares of common stock reserved under the 2021 CEO Inducement Equity Incentive Plan, 574,138
shares were issued pursuant to a grant of an equity-based award exempt from registration under Section 4(a)(2) of the Securities
Act.

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

None.

Item 6. [Reserved]
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations should be read in
conjunction with our annual consolidated financial statements and related notes thereto included in Part II, Item 8, “Financial
Statements and Supplementary Data.” In addition to historical information, this discussion includes forward-looking
information that involves risks and uncertainties that could cause actual results to differ materially from management’s
expectations. See Part I, Item 1A, “Risk Factors” and “Special Note Regarding Forward-Looking Statements” at the beginning
of this report.

Overview

Zovio Inc is an education technology services company that partners with higher education institutions and employers to
deliver innovative, personalized solutions to help learners and leaders achieve their aspirations. For additional information
regarding our business, see Part I, Item 1, “Business.”

Until December 1, 2020, the Company, through its wholly owned subsidiary, Ashford University, LLC (“AU LLC”),
owned and operated Ashford University, a regionally-accredited, online university (the “University”). On December 1, 2020,
the Company and AU LLC finalized the Purchase Agreement, by and among the Company, AU LLC, the Arizona Board of
Regents, a body corporate, for and on behalf of the University of Arizona (the “University of Arizona”), and the University of
Arizona Global Campus, a newly formed Arizona nonprofit corporation (“Global Campus”).

In April 2019, we acquired Fullstack Academy, Inc. (“Fullstack”) an immersive coding bootcamp offering web
development and cybersecurity training to students looking for competitive paying and in-demand tech jobs. Fullstack offers
full- and part-time programs online, in addition to working with colleges and universities to expand their program offerings and
close technological skills gaps in their local communities.

Also in April 2019, we acquired TutorMe.com, Inc. (“TutorMe”), which provides 24/7 tutoring services. Students are
matched online with tutors within minutes who can help them with more than 300 subjects. With live video chat,
whiteboarding, and screen sharing, students can get the personalized help they need, in the subject they need, at a time that
works for them. TutorMe optimizes the student learning journey and is a valuable-resources for high-school and college
students. TutorMe is also offered as an employee benefit, providing an added benefit for parents of high-school students.

Reporting Segments

Prior to December 1, 2020, the Company operated in one segment for reporting purposes. Following the Sale Transaction
on December 1, 2020, our business operates in two reportable segments, including the University Partners segment and the
Zovio Growth segment. The Company’s reportable segments are determined based on (i) financial information reviewed by the
chief operating decision maker, (“the CODM?”), (ii) internal management and related reporting structure, and (iii) the basis upon
which the CODM makes resource allocation decisions. University Partners includes the technology and services provided to
colleges and universities to enable the online delivery of degree programs. The inaugural partner in the University Partners
segment is Global Campus. University Partners also includes the tuition revenue related to the University prior to the Sale
Transaction. The Zovio Growth segment includes our other subsidiaries, including Fullstack and TutorMe.

Key Financial Metrics

In evaluating our operating performance, our management focuses in large part on our revenue and operating income
(loss). The following table, which should be read in conjunction with our annual consolidated financial statements included
elsewhere in this report, presents our key operating data for each of the periods presented (in thousands):

Year Ended December 31,
Consolidated Statement of Income (Loss) Data: 2021 2020
Revenue and other revenue $ 263,033 $ 397,121
Operating loss $ (42,608) $ (61,900)
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Revenue and other revenue

After December 1, 2020, revenue is now primarily derived from service revenue from our university partners. On
December 1, 2020, the Company entered into the Services Agreement with Global Campus whereby the Company will provide
certain educational technology and support services, which has an initial term of fifteen years and seven months, subject to
renewal options and certain early termination provisions. The amounts earned from the Services Agreement are denoted as
revenue on the consolidated statements of income (loss). On December 1, 2020, the Company also entered into a transition
services agreement with Global Campus whereby the Company will provide certain temporary transition services (the
“Transition Services Agreement”), which has a term of three years. The amounts earned from the Transition Services
Agreement are denoted as other revenue on the consolidated statements of income (loss).

Prior to December 1, 2020, the majority of the amounts earned by the Company were from tuition, technology fees, and
digital materials related to students whose primary funding source is governmental funding. The amounts earned from these
streams is denoted as university-related revenue on the consolidated statements of income (loss). Factors affecting this revenue
include (i) the number of students who enroll and remain enrolled in courses, (ii) degree and program mix, (iii) changes in
tuition rates and (iv) the amount of scholarships offered. Enrollments are a function of the number of continuing students at the
beginning of each period and new enrollments during the period, offset by students who either graduated or withdrew during
the period.

Costs and expenses

Technology and academic services costs consist primarily of costs related to ongoing maintenance of educational
infrastructure, including online course delivery and management, student records, assessment, customer relations management
and other internal administrative systems. This also includes costs to provide support for curriculum and new program
development, support for faculty training and development and technical support. This expense category includes salaries,
benefits and share-based compensation, information technology costs, curriculum and new program development costs (which
are expensed as incurred), provision for bad debt and other costs associated with these support services. This category also
includes an allocation of depreciation, amortization, rent, and occupancy costs attributable to the provision of these services.

Counseling services and support costs consist primarily of costs including team-based counseling and other support to
prospective and current students as well as financial aid processing. This expense category includes salaries, benefits and share-
based compensation, and other costs such as dues, fees and subscriptions and travel costs. This category also includes an
allocation of depreciation, amortization, rent, and occupancy costs attributable to the provision of these services.

Marketing and communication costs consist primarily of lead acquisition, digital communication strategies, brand identity
advertising, media planning and strategy, video, data science and analysis, marketing to potential students and other
promotional and communication services. This category was primarily from our historical captions of advertising and
marketing and promotional. This expense category includes salaries, benefits and share-based compensation for marketing and
communication personnel, brand advertising, marketing leads and other promotional and communication expenses. This
category also includes an allocation of depreciation, amortization, rent, and occupancy costs attributable to the provision of
these services. Advertising costs are expensed as incurred.

General and administrative costs consist primarily of compensation and benefit costs, including related stock-based
compensation, for employees engaged in corporate management, finance, human resources, compliance, and other corporate
functions. This category also includes an allocation of depreciation, amortization, rent, and occupancy costs attributable to the
provision of these services.

University-related expenses represent those costs that were transferred to Global Campus in the Sale Transaction and that
are no longer incurred by the Company. These costs were previously primarily components of instructional costs and services,
with some costs from admissions advisory and marketing and some general and administrative.

Legal expense is comprised of charges related to the amounts to resolve the previously disclosed investigation by the
California Attorney General.

Restructuring and impairment expenses are primarily comprised of (i) severance costs related to headcount reductions
made in connection with restructuring plans and (ii) estimated lease losses related to facilities vacated or consolidated under
restructuring plans.

Loss on transaction amount represents the net assets transferred in the Sale Transaction, as well as other transaction-
related expenses and costs to sell.
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Factors Affecting Comparability

We believe the following factors have had, or can be expected to have, a significant effect on the comparability of recent
or future results of operations:

Sale transaction

The results of operations prior to December 1, 2020 are not comparable to those following that date. On December 1,
2020, the Company entered into the Services Agreement with Global Campus whereby the Company will provide certain
educational technology and support services. On December 1, 2020, the Company also entered into the Transition Services
Agreement with Global Campus whereby the Company will provide certain temporary transition services. After December 1,
2020, revenue is primarily derived from service revenue from our university partners.

Seasonality

Our operations are generally subject to seasonal trends. Our university partners generally experience a seasonal increase in
new enrollments during the first quarter of each year, subsequent to holiday break, as well as during the third quarter each year,
when most other colleges and universities begin their fall semesters. While our university partners enroll students throughout
the year, fourth quarter revenue is generally lower than other quarters due to the holiday break in December, with a relative
increase in the first quarter of each year.

Trends and uncertainties regarding continuing operations
Restructuring and impairment charges

We have implemented various restructuring plans to better align our resources with our business strategy and the related
charges are recorded in the restructuring and impairment charges line item on our consolidated statements of income (loss).
Changes to these estimates could have a material impact on the Company’s consolidated financial statements. For information
regarding the restructuring and impairment charges recorded, refer to Note 4, “Restructuring and Impairment Charges” to our
consolidated financial statements included in Part II, Item 8 of this Annual Report on Form 10-K.

Valuation allowance

We recognize deferred tax assets if realization of such assets is more-likely-than-not. In order to make this determination,
we evaluate factors including the ability to generate future taxable income from reversing taxable temporary differences, and
forecasts of financial and taxable income or loss. The cumulative loss incurred over the three-year period ended December 31,
2021 constituted significant negative objective evidence against our ability to realize a benefit from our federal deferred tax
assets. Such objective evidence limited our ability to consider in our evaluation other subjective evidence such as our
projections for future growth. On the basis of our evaluation, we determined that our deferred tax assets were not more-likely-
than-not to be realized and that a valuation allowance against our deferred tax assets should continue to be maintained as of
December 31, 2021.

Critical Accounting Policies and Estimates

Critical accounting policies are those policies that, in management’s view, are most important in the portrayal of our
financial condition and results of operations. The footnotes to our annual consolidated financial statements included elsewhere
in this report include disclosure of significant accounting policies. The methods, estimates and judgments we use in applying
our accounting policies have a significant impact on the results we report in our financial statements. These critical accounting
policies require us to make difficult and subjective judgments, often as a result of the need to make estimates regarding matters
that are inherently uncertain.

The discussion of our financial condition and results of operations is based upon our annual consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States. The
preparation of these financial statements requires us to make estimates and judgments that affect the reported amounts of assets,
liabilities, revenues, costs and expenses. We evaluate our estimates and assumptions on an ongoing basis. These estimates are
based on historical experience and on various other assumptions that we believe are reasonable under the circumstances. The
results of our analysis form the basis for making assumptions about the carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions,
and the impact of such differences may be material to our consolidated financial statements.
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Revenue recognition

Revenues are recognized when control of the promised goods or services are transferred, in an amount that reflects the
consideration we expect to be entitled in exchange for those goods or services. Determining whether a valid customer contract
exists includes an assessment of whether amounts due under the contract are collectible. We perform this assessment at the
beginning of every contract and subsequently thereafter if new information indicates there has been a significant change in facts
and circumstances.

On December 1, 2020, the Company entered into the Services Agreement with Global Campus, which has an initial term
of fifteen years and seven months, subject to renewal options and certain early termination provisions. The amounts earned
from the Services Agreement are within the scope of ASC 606, Revenue from Contracts with Customers (“ASC 606”), and are
denoted as revenue on the consolidated statements of income (loss). On December 1, 2020, the Company also entered into a the
Transition Services Agreement, which has a term of three years. The amounts earned from the Transition Services Agreement
are denoted as other revenue on the consolidated statements of income (loss).

The Services Agreement has a single performance obligation, as the promises to provide the identified services are not
distinct within the context of these agreements. The single performance obligation constitutes a series of distinct services as the
customer benefits as services are provided. Service revenue is recognized over time using the input method cost. The input
method provides a faithful depiction of the performance toward complete satisfaction of the performance obligation and can be
tied to the direct cost incurred. The service fees received over the term of the agreement are variable in nature in that they are
dependent upon the number of students attending the university and revenues generated from those students during the service
period. The service fees are subject to certain adjustments, including performance-based adjustments, minimum profit level
adjustments, and excess direct cost adjustments. These adjustments are all variable in nature in that they depend upon the
Company’s performance during each service period. Such adjustments are presented as minimum residual liability within
accounts payable and accrued liabilities in the consolidated financial statements. The Company allocates variable consideration
to the distinct increments of service to which it relates, as the variability is directly related to the Company’s effort to satisfy the
distinct increments of service provided. This is consistent with the allocation objective in ASC 606. The Company meets the
criteria in the standard and exercises the practical expedient to not disclose the aggregate amount of the transaction price
allocated to the single performance obligation that is unsatisfied as of the end of the reporting period. The Company does not
disclose the value of unsatisfied performance obligations because the variable consideration is allocated entirely to a wholly
unsatisfied promise to transfer a service that forms part of a single performance obligation.

Fullstack offers both full-time and part-time technology bootcamps. The tuition fees for these programs are recognized as
revenue as the services are provided to the student, which occurs over the applicable period of instruction. For most Fullstack
programs, tuition is collected prior to the start of the cohort; however, for certain programs students can defer payment until
completion of the program and for these students an accounts receivable balance is recorded.

TutorMe provides online on-demand tutoring services through hourly and access license contracts. Revenue for these
contracts are recognized based on hours used or ratably over the contract period depending on the type of contract. For most
TutorMe contracts, cash is collected at or near the onset of the contract. The collected cash is recognized as deferred revenue
until recognized into revenue.

Prior to December 1, 2020, the majority of the amounts earned by the Company were from tuition, technology fees, and
digital materials related to students whose primary funding source is governmental funding. The amounts earned from these
streams are denoted as university-related revenue on the consolidated statements of income (loss).

Goodwill and intangible assets

We test goodwill and indefinite-lived intangible assets for impairment, testing annually in the third quarter of each fiscal
year, or more frequently if events and circumstances warrant. Under ASC 350, Intangibles - Goodwill and Other, to evaluate
the impairment of goodwill, we first assess qualitative factors, such as deterioration in general economic conditions or negative
company financial performance, to determine whether it is more-likely-than-not that the fair value of a reporting unit is less
than its carrying amount. To evaluate the impairment of the indefinite-lived intangible assets, we assess the fair value of the
assets to determine whether they were greater or less than the carrying values. Determining the fair value of indefinite-lived
intangible assets is judgmental in nature and involves the use of significant estimates and assumptions. These estimates and
assumptions are inherently uncertain and may include such items as growth rates used to calculate projected future cash flows,
risk-adjusted discount rates, future economic and market conditions, and a determination of appropriate market comparables.

33



We have three distinct reporting units including (i) Zovio, (ii) Fullstack and (iii) TutorMe. The Fullstack and TutorMe
reporting units have goodwill associated with them. During the third quarter of 2021, our quantitative assessment of goodwill
and indefinite-lived intangible assets noted no impairment indicators in either the Fullstack or the TutorMe reporting unit, and
noted a material amount of fair value in excess of the carrying amount. There were no additional triggering events noted during
the fourth quarter of fiscal 2021 and therefore there was no impairment of our goodwill amounts.

Impairment of long-lived assets

We assess potential impairment to our long-lived assets when there is evidence that events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. An impairment loss is recorded if the carrying amount of
the long-lived asset is not recoverable. The carrying amount of a long-lived asset is not recoverable if it exceeds the sum of the
undiscounted cash flows expected to result from the use and eventual disposition of the asset. Any required impairment loss is
measured as the amount by which the carrying amount of a long-lived asset exceeds fair value, and is recorded as a reduction in
the carrying value of the related asset and an expense to operating results.

During 2021, we did note certain indicators of impairment during our qualitative assessments of long-lived assets under
ASC 360, Property and Equipment. However, based upon the quantitative assessment, no impairment in long-lived assets is
deemed necessary as of December 31, 2021.

Income taxes

We utilize the asset-liability method of accounting for income taxes. Significant judgments are required in determining the
consolidated provision for income taxes. During the ordinary course of business, there are many transactions and calculations
for which the ultimate tax settlement is uncertain. As a result, we recognize tax liabilities based on estimates of whether
additional taxes and interest will be due. These tax liabilities are recognized when, despite our belief that our tax return
positions are supportable, we believe that it is more-likely-than-not that those positions may not be fully sustained upon review
by tax authorities. We believe that our accruals for tax liabilities are adequate for all open audit years based on our assessment
of many factors, including past experience and interpretations of tax law. This assessment relies on estimates and assumptions
and may involve a series of complex judgments about future events. To the extent that the final tax outcome of these matters
differs from our expectations, such differences will impact income tax expense in the period in which such determination is
made.

We evaluate and account for uncertain tax positions using a two-step approach. Recognition (step one) occurs when we
conclude that a tax position, based solely on its technical merits, is more-likely-than-not to be sustained upon examination.
Measurement (step two) determines the amount of benefit that is greater than 50% likely to be realized upon ultimate settlement
with a taxing authority that has full knowledge of all relevant information. Derecognition of a tax position that was previously
recognized would occur when we subsequently determine that a tax position no longer meets the more-likely-than- not
threshold of being sustained.

In addition to estimates inherent in the recognition of current taxes payable, we estimate the likelihood that we will be
able to recover our deferred tax assets each reporting period. Realization of our deferred tax assets is dependent upon future
taxable income. To the extent we believe it is more-likely-than-not that all or some portion of our net deferred tax assets will
not be realized, we establish a valuation allowance against deferred tax assets. Significant judgment is required in determining
any valuation allowance recorded against deferred tax assets. In assessing the need for a valuation allowance, we consider all
available evidence, including past operating results, estimates of future taxable income and the feasibility of ongoing tax
planning strategies.

Stock-based compensation

We have granted options to purchase our common stock, restricted stock units (“RSUs”) and performance stock units
(“PSUs”) to eligible persons under our 2009 Stock Incentive Plan. We also awarded contingent shares of the Company’s
common stock for future service during our acquisitions. The benefits provided by these awards are share-based payments and
are recorded in our consolidated statements of income (loss) based upon their fair values.

Stock-based compensation cost is measured using the grant date fair value of the award and is expensed over the vesting
period. The fair value of RSUs is the stock price on the date of grant multiplied by the number of units awarded. The fair value
of PSUs was estimated based on our stock price as of the date of grant using a Monte Carlo simulation model. We estimate the
fair value of stock options on the grant date using the Black-Scholes option pricing model. Determining the fair value of stock
options and PSUs at the grant date under these models requires judgment, including estimating our volatility, employee stock
option exercise behaviors and forfeiture rates. The assumptions used in calculating the fair value of stock options and PSUs
represent our best estimates, but these estimates involve inherent uncertainties and the application of management judgment.

34



Stock options awarded under our 2009 Stock Incentive Plan have an exercise price that equals or exceeds the closing price
of our common stock on the date of grant. The risk-free interest rate is based on the U.S. Treasury yield of those maturities that
are consistent with the expected term of the stock option or PSUs in effect on the date of grant. Dividend rates are based upon
historical dividend trends and expected future dividends. As we have never declared or paid any cash dividends and do not
presently plan to pay cash dividends in the foreseeable future, a zero-dividend rate is assumed in our calculation. We have
sufficient historical stock option exercise information to compute an expected term for use as an assumption in the Black-
Scholes option pricing and Monte Carlo simulation models, and as such, our computation of expected term was calculated using
our own historical data. We also have sufficient historical data on the volatility of our stock to use as a direct assumption in the
option pricing models.

The amount of stock-based compensation expense we recognize during a period is based on the portion of the awards that
are ultimately expected to vest. We estimate stock option forfeitures at the time of grant and revise those estimates in
subsequent periods if actual forfeitures differ from those estimates. The effect of a 10% change in estimates to any of the
individual inputs to the Black-Scholes option pricing model or the Monte Carlo simulation model would not have a material
impact on our consolidated financial statements.

Recent Accounting Pronouncements

For information regarding recent accounting pronouncements, refer to Note 2, “Summary of Significant Accounting
Policies” to our annual consolidated financial statements included elsewhere in this report.
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Results of Operations

On December 1, 2020, the Company and AU LLC finalized the Purchase Agreement, by and among the Company, AU
LLC, the University of Arizona, and Global Campus. Accordingly, the results of operations discussed herein reflect both the
Company’s operations prior to December 1, 2020, which was made up primarily of the operations of the University, as well as
the Company’s operations commencing on December 1, 2020 as an education technology service provider.

The following table sets forth our consolidated statements of income (loss) data as a percentage of revenue for each of the
periods indicated:
Year Ended December 31,

2021 2020
Total revenue and other revenue 100.0 % 100.0 %
Costs and expenses:
Technology and academic services 26.9 % 18.7 %
Counseling services and support 34.0 % 24.4 %
Marketing and communication 324 % 23.1 %
General and administrative 16.4 % 12.0 %
University-related expense — % 22.4 %
Legal expense 54 % —
Restructuring and impairment charges 1.0 % 1.2 %
Loss on transaction — % 13.8 %
Total costs and expenses 116.1 % 115.6 %
Operating loss (16.1)% (15.6)%
Other income (loss), net — % — %
Loss before income taxes (16.1)% (15.6)%
Income tax expense (benefit) — % (3.3)%
Net loss (16.1)% (12.3)%

Year Ended December 31, 2021 Compared to Year Ended December 31, 2020

Total revenue and other revenue. Our total revenue and other revenue for the year ended December 31, 2021 and 2020,
was $263.0 million and $397.1 million, respectively, representing a decrease of $134.1 million, or 33.8%. For the year ended
December 31, 2021 and 2020, University Partners segment revenue was $232.8 million and $376.2 million, respectively,
representing a decrease of 38.1%, and the Zovio Growth segment revenue was $30.2 million and $20.9 million, respectively,
representing an increase of 44.7%.

The decrease in revenue in the University Partners segment of $143.4 million between periods was primarily due to the
decrease in university-related revenue of $356.1 million, or 89.7%, as compared to the prior year. This decrease was due to the
sale of Global Campus on December 1, 2020 (see also Note 1, “Nature of Business,” included in Part II, Item 8, for further
information). This decrease was also due to a decrease of 16.0% in average weekly enrollment for the year ended December 31,
2021 as compared to the year ended December 31, 2020. Partially offsetting the decrease in the University Partners segment
was a $203.0 million increase of service revenue due to the Services Agreement entered into on December 1, 2020, as well as
an increase in other revenue generated from the Transition Services Agreement of approximately $8.9 million.

The increase in revenue in the Zovio Growth segment between periods was primarily due to the growth in the new
customer contracts experienced this year within our subsidiaries, Fullstack Academy and TutorMe.com.

Technology and academic services. Our technology and academic services for the year ended December 31, 2021 and
2020, were $70.7 million and $74.4 million, respectively, representing a decrease of $3.7 million, or 5.0%. Specific decreases
between periods primarily include consulting and outside services of $4.9 million, employee costs of $2.4 million, amortization
of intangible assets of $1.0 million, professional fees of $0.7 million, and facility costs of $0.4 million. These decreases were
partially offset by increases in other technology and academic services expenses of $3.5 million, license fees of $1.8 million,
and instructional supplies of $0.3 million. Our technology and academic services, as a percentage of revenue, for the year ended
December 31, 2021 and 2020, were 26.9% and 18.7%, respectively, representing an increase of 8.2%. This increase primarily
included increases in employee costs of 3.6%, other technology and academic services expenses of 1.9%, license fees of 1.7%,
and instructional supplies of 0.8%. These increases were partially offset by a decrease in consulting and outside services of
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0.5%. As a percentage of revenue, bad debt expense decreased to 0.5% for the year ended December 31, 2021, compared to
3.6% for the year ended December 31, 2020.

Counseling services and support. Our counseling services and support expenses for the year ended December 31, 2021
and 2020, were $89.5 million and $97.0 million, respectively, representing a decrease of $7.5 million, or 7.7%. Specific factors
contributing to the overall decrease between periods were primarily due to decreases in employee costs of $3.8 million, facility
costs of $2.4 million, and other counseling services and support expenses of $1.4 million. The overall decrease was partially
offset by an increase in depreciation of $0.4 million. Our counseling services and support expenses, as a percentage of revenue,
for the year ended December 31, 2021 and 2020, were 34.0% and 24.4%, respectively, representing an increase of 9.6%. This
increase primarily included increases in employee costs of 8.6%, depreciation of 0.6%, human resources costs of 0.5%.

Marketing and communication. Our marketing and communication expenses for the year ended December 31, 2021 and
2020, were $85.3 million and $91.6 million, respectively, representing a decrease of $6.3 million, or 6.9%. Specific factors
contributing to the overall decrease between periods were primarily due to decreases in advertising of $4.9 million, other
marketing and communication expenses of $1.9 million and license fees of $1.2 million. The overall decrease was partially
offset by increases in employee costs of $1.2 million and consulting and outside services of $0.7 million. Our marketing and
communication expenses, as a percentage of revenue, for the year ended December 31, 2021 and 2020, were 32.4% and 23.1%,
respectively, representing an increase of 9.3%. This increase primarily included increases in advertising of 7.1%, employee
costs of 1.9%, and consulting and outside services of 0.8%. The overall increase was offset by a decrease in other marketing
and communication expenses of 0.4%.

General and administrative. Our general and administrative expenses for the year ended December 31, 2021 and 2020,
were $43.2 million and $47.4 million, respectively, representing a decrease of $4.2 million, or 8.9%. The decrease between
periods was primarily due to decreases in employee costs of $5.8 million, other general and administrative expenses of $3.8
million, professional fees of $3.0 million, consulting and outside services of $0.5 million, and legal settlements of $0.3 million.
These decreases were partially offset by increases in executive severance of $4.4 million, human resource costs of $1.6 million,
non-recurring stock compensation of $1.3 million, insurance of $1.0 million, and legal fees of $0.9 million. Our general and
administrative expenses, as a percentage of revenue, for the year ended December 31, 2021 and 2020, were 16.4% and 12.0%,
respectively, representing an increase of 4.4%. This increase is mainly due to increases in other general and administrative
expenses of 3.4%, legal fees of 1.2%, employee costs of 1.1%, insurance of 0.8%, and consulting and outside services of 0.4%,
partially offset by decreases in executive severance of 1.7% and professional fees of 0.5%.

University-related expense. Our university-related expenses for the year ended December 31, 2020 were $89.0 million.
The university-related expenses represent those costs that were transferred to Global Campus in the Sale Transaction and that
are no longer incurred by the Company.

Legal expense. Legal expense for the year ended December 31, 2021 were $14.3 million, which represents the additional
amounts necessary to get to the $22.4 million in statutory penalties relating to the California Attorney General’s lawsuit. There
were no such legal expense for the year ended December 31, 2020.

Restructuring and impairment charges. Our restructuring and impairment charges for the year ended December 31, 2021
were $2.6 million, as compared to $4.8 million for the year ended December 31, 2020, representing a decrease of $2.2 million.
The charges for the year ended December 31, 2021 were comprised of $2.6 million relating to severance costs for wages and
benefits resulting from a reduction in force.

Loss on transaction. The loss on transaction amount of $54.8 million for the year ended December 31, 2020 represents the
net assets transferred in the Sale Transaction, as well as other transaction-related expenses and costs to sell.

Other income (loss), net. The other income, net, for the year ended December 31, 2021 was $0.1 million, as compared to
other loss, net, of $0.1 million for the year ended December 31, 2020. The results for the year ended December 31, 2021 were
primarily a result of increased interest income due to changes in the levels of average cash and cash equivalents and investment
balances.

Income tax benefit. Income tax benefit for the year ended December 31, 2021 was $0.1 million as compared to income tax
benefit of $13.1 million for the year ended December 31, 2020, or a decrease of $12.9 million in income tax benefit. Income tax
benefit was recognized at effective tax rates of 0.3% and 21.1% for the years ended December 31, 2021 and 2020, respectively.
The income tax benefit at December 31, 2021 is mainly attributable to certain federal and state tax refund true-ups related prior
years, whereas the income tax benefit at December 31, 2020 is mainly attributable to the tax refunds and interest related to
CARES Act and IRS audit examination.
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Net loss. Our net loss for the year ended December 31, 2021 was $42.3 million compared to net loss of $49.0 million for
the year ended December 31, 2020, a $6.6 million increase in net income as a result of the factors discussed above.

Segment Operating Results

Segment profitability represents net income (loss), before net interest income (expense), taxes, depreciation and
amortization expense (“EBITDA”).

University Partners segment operating results for the year ended December 31, 2021 was a loss of $26.6 million, or 11.4%
of revenue, compared to a loss of $41.2 million, or 10.9% of revenue, for the year ended December 31, 2020. This represents a
$14.6 million increase in operating results. However, the operating results for the prior year ended December 31, 2020 include
the loss on sale transaction of $54.8 million. The resulting decrease, excluding the loss on sale, is primarily due to the decrease
in revenue in this segment.

Zovio Growth segment operating results for the year ended December 31, 2021 was a loss of $7.7 million, or 25.5% of
revenue, compared to a loss of $9.3 million, or 44.6% of revenue, for the year ended December 31, 2020. This represents a $1.6
million increase in operating results, which was primarily driven by the continued demand seen within the Fullstack and
TutorMe businesses in 2021.

Liquidity and Capital Resources

We financed our operating activities and capital expenditures during the years ended December 31, 2021 and 2020
primarily through cash on hand. Our cash and cash equivalents at December 31, 2021 and 2020, were $28.3 million and $35.5
million, respectively, which can be used for operating activities or capital expenditures. Additionally, at December 31, 2021 and
2020, we had restricted cash of $9.3 million and $20.0 million, respectively, as well as investments of $1.0 million and $1.5
million, respectively.

There was a slight decrease in the fair value of our investments at December 31, 2021 as compared to the prior year. We
believe that any fluctuations we have experienced are temporary in nature and, while our securities are classified as available-
for-sale, we have the ability and intent to hold them until maturity, if necessary, to recover their full value. Additionally, our
income tax receivable decreased from December 31, 2020 to December 31, 2021 primarily due to tax refunds received from tax
audit examinations.

On April 14, 2022, the Company entered into a Financing Agreement (the “Credit Facility”’) among the Company, as
borrower, each of its wholly-owned subsidiaries as subsidiary guarantors (the “Guarantors”), the lenders party thereto from time
to time (the “Lenders”) and Blue Torch Finance LLC, as administrative agent and collateral agent for the Lenders (the
“Agent”). The Credit Facility provides for, among other things, a term loan in the aggregate principal amount of $31.5 million
(the “Term Loan”). The proceeds of the Term Loan will be used (i) to satisfy any final judgement in the California Attorney
General lawsuit and (ii) to fund the working capital of the Company and the Guarantors. For additional information on
financing obtained in April 2022, see Note 22, “Subsequent Events” to our consolidated financial statements included
elsewhere in this report.

In March 2022, the Company received a court order to pay $22.4 million in statutory penalties relating to the California
Attorney General’s lawsuit. We are currently considering all options available and have filed a motion for a new trial on the
Court’s decision. Regardless of the ultimate outcome, this decision could have a material impact on our financial condition. For
additional information regarding this lawsuit, see Note 22, “Subsequent Events” to our consolidated financial statements
included elsewhere in this report.

We manage our cash pursuant to the quantitative and qualitative operational guidelines of our cash investment policy. Our
cash investment policy, which is managed by our Chief Financial Officer, has the following primary objectives: (i) preserving
principal, (ii) meeting our liquidity needs, (iii) minimizing market and credit risk, and (iv) providing after-tax returns. Under the
policy’s guidelines, we invest our excess cash exclusively in high-quality, U.S. dollar-denominated financial instruments. For a
discussion of the measures we use to mitigate the exposure of our cash investments to market risk, credit risk and interest rate
risk, see Item 7A, “Quantitative and Qualitative Disclosures About Market Risk.”

Operating Activities

Net cash used in operating activities was $15.4 million for 2021, whereas the cash provided by operating activities was
$25.3 million for 2020. The primary drivers of the decreased net cash provided by operations was the $51.9 million adjustment
of the loss on transaction in 2020, as well as the net changes in operating assets and liabilities. These year over year changes
include the accounts receivable of $14.0 million, deferred revenue of $5.1 million, a change in accounts payable and accrued
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liabilities of $19.5 million, and a change in operating lease liabilities of $1.5 million, partially offset by a change of $11.1
million in prepaid and other current assets and a change in other liabilities of $2.5 million.

Investing Activities

Net cash used in investing activities was $1.4 million and $64.7 million for 2021 and 2020, respectively. During 2021, we
purchased $1.1 million of investments and had $0.7 million of capitalized costs for intangible assets, partially offset by $1.8
million sales of investments. In 2020, we had $62.3 million of cash transferred in connection with the sale to Global Campus, as
well as purchases of investments of $0.7 million, and had $0.3 million of capitalized costs for intangible assets.

Capital expenditures were $1.4 million and $3.2 million for 2021 and 2020, respectively. For the year ending
December 31, 2022, we expect our capital expenditures to be approximately $1.4 million, primarily in the areas of computer
and software upgrades, as well as leasehold improvements.

Financing Activities

Net cash used in financing activities was $1.1 million for 2021, whereas net cash provided by financing activities was
$2.3 million for 2020. During 2021, net cash used in financing activities was primarily due to the cash used for tax withholdings
related to vesting of restricted stock awards of $1.2 million. During 2020, net cash provided by financing activities was
primarily due to borrowings from notes payable of $2.7 million and the cash provided by proceeds from the issuance of stock
under our employee stock purchase plan of $0.2 million, partially offset by the cash used for the tax withholdings related to
vesting of restricted stock awards of $0.5 million.

Agreements with Global Campus

Our largest university partner, Global Campus, derives the majority of its respective cash revenues from students who
enroll and are eligible for various federal student financial assistance programs authorized under Title IV of the Higher
Education Act. An institution is subject to significant regulatory scrutiny as a result of numerous standards that must be
satisfied in order to participate in Title IV programs. For additional information regarding Title IV programs and the regulation
thereof, see “Business—Regulation” included in Part I, Item 1. The balance of revenues derived by Global Campus is from
government tuition assistance programs for military personnel, including veterans, payments made in cash by individuals,
reimbursement from corporate partnerships and private loans from third parties.

The majority of our cash comes from our Services Agreement with Global Campus. The service fees in the Services
Agreement are subject to certain minimum residual liability adjustments, including performance-based adjustments, minimum
profit level adjustments, and excess direct cost adjustments. These adjustments are all variable in nature in that they depend
upon the Company’s performance, and to a certain extent the performance of Global Campus, during each service period. In
connection with the Services Agreement, the minimum residual payment will be paid annually in June. If the Company's
restructuring efforts and enrollment initiatives do not occur as planned, then the Company will need to find alternative sources
to fund operations.

Future Contractual Obligations

We have future contractual obligations relating to operating lease obligations in the amount of $53.6 million, of which
approximately $7.0 million is short-term in nature.

We also have contractual obligations in the amount of $16.3 million, of which $10.8 million is a short-term obligation.
These obligations include agreements with vendors in the areas of software, facilities, telephony, licensing fees, consulting,
marketing, among others.

Debt and Financing Arrangements

As of December 31, 2021, the Company has a long-term notes payable valued at $2.7 million, including accrued interest.
The counterparty advanced funds to the Company for certain program development costs, which the Company is obligated to
repay out of future revenues from the developed program. The Company recognized these advances as a debt obligation, and
expects to begin repayments from future program revenues four years from the contract start date.

The Company has issued letters of credit that are collateralized with cash, in the aggregate amount of $9.2 million as of
December 31, 2021. The letters of credit relate primarily to the Company's leased facilities and insurance requirements. The
collateralized cash is held in restricted cash on the Company's consolidated balance sheets.
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The Company is required to provide surety bonds in certain states in which it does business. As a result, the Company had
previously entered into a surety bond facility with an insurance company to provide such bonds when required. Although there
are no remaining bonds on the Company’s behalf under this facility as of December 31, 2021, the Company still holds certain
liability associated with any required collateral.

The Company does not have any off-balance sheet financing arrangements.

40



Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Market and Credit Risk

Pursuant to our cash investment policy, we attempt to mitigate the exposure of our cash and investments to market and
credit risk by (i) diversifying concentration to ensure we are not overly concentrated in a limited number of financial
institutions, (ii) monitoring and managing the risks associated with the national banking and credit markets, (iii) investing in
U.S. dollar-denominated assets and instruments only, (iv) diversifying account structures so that we maintain a decentralized
account portfolio with numerous stable, highly rated and liquid financial institutions and (v) ensuring that our investment
procedures maintain a defined and specific scope such that we will not invest in higher-risk investment accounts, including
financial swaps or derivative and corporate equities. Accordingly, pursuant to the guidelines established by our cash investment
policy, we invest our excess cash exclusively in high-quality, U.S. dollar-denominated financial instruments.

Despite the investment risk mitigation strategies we employ, we may incur investment losses as a result of unusual and
unpredictable market developments, and we may experience reduced investment earnings if the yields on investments that are
deemed to be low risk remain low or decline further in this time of economic uncertainty. Unusual and unpredictable market
developments may also create liquidity challenges for certain of the assets in our investment portfolio.

We have no derivative financial instruments or derivative commodity instruments.
Interest Rate Risk

To the extent we borrow funds, we would be subject to fluctuations in interest rates. As of December 31, 2021, we had
$2.7 million in long-term notes payable.

Our future investment income may fall short of expectations due to changes in interest rates. At December 31, 2021, a
hypothetical 10% increase or decrease in interest rates would not have a material impact on our future earnings, fair value or
cash flows related to interest earned on our cash, cash equivalents or investments.
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Report of Independent Registered Public Accounting Firm

To the stockholders and the Board of Directors of Zovio Inc

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Zovio Inc and subsidiaries (the “Company”) as of December
31,2021 and 2020, the related consolidated statements of income (loss), stockholders’ equity, and cash flows, for each of the
two years in the period ended December 31, 2021, and the related notes (collectively referred to as the “financial statements”).
In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2021 and 2020, and the results of its operations and its cash flows for each of the two years in the period ended
December 31, 2021, in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
the Company’s financial statements based on our audits. We are a public accounting firm registered with the Public Company
Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the Company in
accordance with the US federal securities laws and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, whether due to
error or fraud. The Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. As part of our audits, we are required to obtain an understanding of internal control over financial reporting,
but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements, whether due
to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting
principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial
statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current-period audit of the financial statements that
was communicated or required to be communicated to the audit committee and that (1) relates to accounts or disclosures that
are material to the financial statements and (2) involved our especially challenging, subjective, or complex judgments. The
communication of critical audit matters does not alter in any way our opinion on the financial statements, taken as a whole, and
we are not, by communicating the critical audit matter below, providing a separate opinion on the critical audit matter or on the
accounts or disclosures to which it relates.

Contra Revenue and Liability - Minimum Residual Liability - Refer to Notes 1, 2, and 8 to the financial statements
Critical Audit Matter Description

The service fees in the Strategic Services Agreement (the “Services Agreement”) between the Company and the University of
Arizona Global Campus (“Global Campus”) are subject to certain minimum residual liability adjustments, a contra-revenue
adjustment. These adjustments include performance-based adjustments, minimum profit level adjustments, and excess direct
cost adjustments (collectively, the “adjustments™) and are all variable in nature as they depend upon the Company’s
performance and, to a certain extent, the performance of Global Campus during each service period which coincides with
Global Campus’ fiscal year of July 1 to June 30. The adjustments are presented as a minimum residual liability within accounts
payable and accrued liabilities on the balance sheet and as contra-revenue adjustments in the income statement. For the year
ended December 31, 2021, the Company’s minimum residual liability was $15.0 million.

As the service period covers July 1 to June 30, six months of the minimum residual liability as of December 31, 2021, is based
on actual data from July 2021 through December 2021 and six months is based on forecasted data from January 2022 through
June 2022. The main inputs include the Company’s forecasts of its direct costs as well as the Company’s forecasts of Global
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Campus’ revenues and operating expenses which directly impact the minimum profit level adjustments. We have identified the
Company’s six months forecast of Global Campus revenues and operating expenses as a critical audit matter because of the
significant estimates and assumptions made by management. The estimates and assumptions include student enrollment
forecasts and employee headcount forecasts (collectively, the “key assumptions™), which are the main drivers of revenue and
operating expenses for Global Campus. This required a high degree of auditor judgment and an increased extent of effort when
performing audit procedures to evaluate the reasonableness of the Company’s six months' forecast of Global Campus revenue
and operating expenses.

How the Critical Audit Matter Was Addressed in the Audit
Our audit procedures related to the minimum residual liability included the following, among others:

*  We evaluated the appropriateness and consistency of the key assumptions used by management by comparing them to
actual historical data and management’s long-term strategic plan, which was communicated to the Board of Directors,
reading the Services Agreement for key terms, and evaluating any contradictory evidence identified.

*  We evaluated management’s ability to accurately forecast future revenues and operating expenses of Global Campus
by comparing actual results to management’s historical forecasts and inquiring with management to understand the
overall basis for these forecasts.

*  We obtained and read meeting minutes for all Audit Committee meetings and Disclosure Committee meetings to
identify any significant events discussed that would impact the assumptions used by management.

/s/ DELOITTE & TOUCHE LLP

Deloitte & Touche, LLP
Phoenix, Arizona
April 15,2022

We have served as the Company’s auditor since 2016.
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ZOVIO INC
Consolidated Balance Sheets
(In thousands, except par value)

As of December 31,
2021 2020
ASSETS
Current assets:
Cash and cash equivalents $ 28,265 $ 35,462
Restricted cash 9,288 20,035
Investments 974 1,515
Accounts receivable, net of allowance for credit losses of $0.9 million and $1.2 million at 9,631 7,204
December 31, 2021 and December 31, 2020, respectively
Prepaid expenses and other current assets 13,423 12,617
Total current assets 61,581 76,833
Property and equipment, net 26,382 30,575
Operating lease assets 28,881 20,114
Goodwill and intangibles, net 29,499 31,785
Other long-term assets 2,691 1,999
Total assets $ 149,034 § 161,306
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued liabilities $ 74,769 $ 62,693
Deferred revenue and student deposits 14,939 8,090
Total current liabilities 89,708 70,783
Rent liability 34,205 24,125
Other long-term liabilities 5,115 7,181
Total liabilities 129,028 102,089
Commitments and contingencies (see Note 19)
Stockholders' equity:
Preferred stock, $0.01 par value:
%8,2%00 shares authorized; zero shares issued and outstanding at December 31, 2021 and
Common stock, $0.01 par value:
300,000 shares authorized; 67,255 and 66,454 issued, and 33,546 and 32,267 outstanding,
at December 31, 2021 and 2020, respectively 676 668
Additional paid-in capital 172,060 179,489
Retained earnings 283,970 326,319
Treasury stock, 33,709 and 34,187 shares at cost at December 31, 2021 and 2020, respectively (436,700) (447,259)
Total stockholders' equity 20,006 59,217
Total liabilities and stockholders' equity $ 149,034 $ 161,306

The accompanying notes are an integral part of these consolidated financial statements.
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Revenue

University-related revenue

Other revenue

Revenue and other revenue

Costs and expenses:
Technology and academic services
Counseling services and support
Marketing and communication
General and administrative
University-related expenses
Legal expense
Restructuring and impairment charges
Loss on transaction

Total costs and expenses

Operating loss

Other income (loss), net

Loss before income taxes

Income tax benefit

Net loss

Loss per share:
Basic
Diluted

ZOVIO INC
Consolidated Statements of Income (Loss)
(In thousands, except per share amounts)

Weighted average number of common shares outstanding used in computing loss per

share:
Basic
Diluted

Year Ended December 31,

2021 2020
253,099 $ 40,053
— 356,084
9,934 984
263,033 397,121
70,663 74,412
89,514 96,996
85,328 91,620
43,160 47,352
— 89,001
14,335 —
2,641 4,843
— 54,797
305,641 459,021
(42,608) (61,900)
130 (120)
(42,478) (62,020)
(129) (13,068)
(42,349) $ (48,952)
(127) $ (1.53)
(127) $ (1.53)
33,256 31,959
33,256 31,959

The accompanying notes are an integral part of these consolidated financial statements.
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ZOVIO INC

Consolidated Statements of Stockholders' Equity

Balance at December 31, 2019

Adoption of accounting standards (ASU 2016-13)
Stock-based compensation

Exercise of stock options

Stock issued under employee stock purchase plan

Stock issued under stock incentive plan, net of
shares held for taxes

Contingent consideration

Issuance of shares in acquisition

Repurchase of common stock

Net loss

Balance at December 31, 2020

Stock-based compensation

Stock issued under employee stock purchase plan

Stock issued under stock incentive plan, net of
shares held for taxes

Contingent consideration
Issuance of shares in acquisition
Net loss

Balance at December 31, 2021

(In thousands)
Common Stock Additional .
Paid-in Retained Treasury
Shares Par Value Capital Earnings Stock Total

65,695 $ 660 $ 192,413 $ 375,180 $ (469,315) $ 98,938
— — — 91 — 91

— = 8,291 = — 8,291

22 1 7 — — 8

89 1 208 == = 209
648 6 (513) — — (507)

— — 1,245 — — 1,245

— — (22,162) — 22,162 —
= = = (106) (106)
— — — (48,952) — (48,952)
66,454 668 179,489 326,319 (447,259) 59,217
— — 4,367 — — 4,367

70 1 124 — — 125
731 7 (1,239) — — (1,232)
— — (122) — — (122)

— — (10,559) — 10,559 —
— — (42,349) — (42,349)
67,255 $§ 676 § 172,060 $ 283,970 $ (436,700) $ 20,006

The accompanying notes are an integral part of these consolidated financial statements.
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ZOVIO INC
Consolidated Statements of Cash Flows
(In thousands)

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Provision for bad debts
Depreciation and amortization
Deferred income taxes
Stock-based compensation
Noncash lease expense
Net loss (gain) on marketable securities
Loss on disposal or impairment
Loss on transaction
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Other long-term assets
Accounts payable and accrued liabilities
Deferred revenue and student deposits
Operating lease liabilities
Other liabilities
Net cash provided by (used in) operating activities
Cash flows from investing activities
Capital expenditures
Purchases of investments
Cash transferred in connection with disposition
Capitalized costs for intangible assets
Sales of investments
Net cash used in investing activities
Cash flows from financing activities
Proceeds from exercise of stock options
Proceeds from the issuance of stock under employee stock purchase plan
Borrowings from notes payable
Tax withholding on issuance of stock awards
Repurchase of common stock
Net cash provided by (used in) financing activities
Net decrease in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of period

Cash, cash equivalents and restricted cash at end of period

Supplemental disclosure of cash flow information:
Cash paid for interest

Cash received for income taxes, net

Supplemental disclosure of non-cash transactions:

Purchase of equipment included in accounts payable and accrued liabilities
Issuance of common stock for vested restricted stock units

Debt extinguishment

Issuance of notes payable

Year Ended December 31,
2021
$ (42,349) $ (48,952)
1,229 14,256
8,333 11,403
— 119
4,367 8,291
8,240 10,644
(212) (111)
239 38
— 51,952
(3,656) (17,666)
(806) 10,339
(692) (1,241)
14,495 (4,978)
6,849 1,706
(9,281) (10,751)
(2,189) 277
(15,433) 25,326
(1,436) (3,153)
(1,080) (720)
— (62,325)
(721) (272)
1,833 1,818
(1,404) (64,652)
— 8
125 209
2,682
(1,232) (507)
— (106)
(1,107) 2,286
(17,944) (37,040)
55,497 92,537
$ 37,553 $ 55,497
$ 71 % 112
$ (1,815) $ (12,907)
$ 4 3 68
$ 4,007 § 1,687
$ 3,005 $ —
$ 2,809 $ —

The accompanying notes are an integral part of these consolidated financial statements.
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ZOVIO INC

Notes to Annual Consolidated Financial Statements

1. Nature of Business

Zovio Inc (the “Company”) is a Delaware corporation, and is an education technology services company that partners
with higher education institutions and employers to deliver innovative, personalized solutions to help learners and leaders
achieve their aspirations. Additionally, in April 2019, the Company acquired both Fullstack Academy, Inc. (“Fullstack™) and
TutorMe.com, Inc. (“TutorMe”), each of which became wholly-owned subsidiaries of the Company at that time.

On December 1, 2020, the Company and AU LLC finalized a definitive Asset Purchase and Sale Agreement (the
“Purchase Agreement”), by and among the Company, AU LLC, the Arizona Board of Regents, a body corporate, for and on
behalf of the University of Arizona (the “University of Arizona”), and the University of Arizona Global Campus, a newly
formed Arizona nonprofit corporation (“Global Campus”). Upon the closing of the Purchase Agreement (the “Sale
Transaction”), the Company and Ashford transferred to Global Campus the tangible and intangible academic and related
operations and assets comprising the University to Global Campus. The resulting loss on transaction is recorded in the
consolidated statements of income (loss).

Following the closing of the Sale Transaction, Global Campus owns and operates the University in affiliation with the
University of Arizona and with a focus on expanding access to education for non-traditional adult learners, and the Company
provides services to Global Campus under a long-term Strategic Services Agreement (the “Services Agreement”). The services
that the Company provides to Global Campus under the Services Agreement include recruiting, admissions, marketing, student
finance, financial aid processing, and financial aid advising, program advising, student retention advising, support services for
academics, information technology and institutional support.

The majority of the Company's cash comes from the Services Agreement with Global Campus. The service fees in the
Services Agreement are subject to certain minimum residual liability adjustments, including performance-based adjustments,
minimum profit level adjustments, and excess direct cost adjustments. These adjustments are all variable in nature in that they
depend upon the Company’s performance, and to a certain extent the performance of Global Campus, during each service
period.

2. Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries.
Intercompany transactions have been eliminated in consolidation.

Use of Estimates

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

Comprehensive Income (Loss)

The Company has no components of other comprehensive income (loss), and therefore, comprehensive loss equals net
loss.

Cash Equivalents and Restricted Cash

Cash and cash equivalents is comprised of cash and other short-term highly liquid investments that are readily convertible
into known amounts of cash. The Company considers all highly liquid investments with maturities of three months or less at the
time of purchase to be cash equivalents.

The Company’s restricted cash is primarily held in money market accounts, and is excluded from cash and cash
equivalents on the Company’s consolidated balance sheets. Restricted cash represents amounts held as collateral for letters of
credit.
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The following table provides a reconciliation of cash, cash equivalents, and restricted cash reported within the
consolidated balance sheets that sum to the total of the same such amounts shown in the statement of cash flows.

As of December 31,
2021 2020
Cash and cash equivalents $ 28,265 $ 35,462
Restricted cash, current 9,288 20,035
Total cash, cash equivalents and restricted cash $ 37,553 $ 55,497

Investments

The Company has historically held investments that consisted of mutual funds, corporate notes and bonds, and certificates
of deposit. As of December 31, 2021, the Company held investments solely in mutual funds. The Company’s investments are
denominated in U.S. dollars, are investment grade and are readily marketable. The Company considers as current assets those
investments which will mature or are likely to be sold in less than one year.

The Company classifies its investments as either trading, available-for-sale or held-to-maturity. Trading securities are
those bought and held principally to sell in the short-term, with gains or losses from changes in fair value flowing through
current earnings. Available-for-sale securities are carried at fair value as determined by quoted market prices, with unrealized
gains and losses, net of tax, reported as a separate component of comprehensive income (loss) and stockholders’ equity. Held-
to-maturity securities would be carried at amortized cost. Amortization of premiums, accretion of discounts, interest, and
realized gains and losses are included in other income (loss), net in the consolidated statements of income (loss).

The Company regularly monitors and evaluates the realizable value of its investments. If events and circumstances
indicate that a decline in the value of these assets has occurred and is other-than-temporary, the Company would record a
charge to other income (loss), net in the consolidated statements of income (loss).

Deferred Compensation

The Company has a deferred compensation plan, into which eligible participants can defer a maximum of 80% of their
regular compensation and a maximum of 100% of their incentive compensation. The amounts deferred by the participant under
this plan are credited with earnings or losses based upon changes in values of participant elected notional investments. Each
participant is fully vested in the participant amounts deferred. The Company may make contributions that will generally vest
according to a four-year vesting schedule. After four years of service, participants become fully vested in the employer
contributions upon reaching normal retirement age, death, disability or a change in control. The Company’s obligations under
the deferred compensation plan totaled $0.8 million and $1.4 million as of December 31, 2021 and 2020, respectively, and are
included in other long-term liabilities in the consolidated balance sheets. The Company’s assets relating to the deferred
compensation plan totaled $1.0 million and $1.5 million as of December 31, 2021 and 2020, respectively, and are included in
investments in the consolidated balance sheets.

Fair Value Measurements

The Company uses the three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value. These
tiers include: (i) Level 1, defined as observable inputs such as quoted prices in active markets; (ii) Level 2, defined as inputs
other than quoted prices in active markets that are either observable directly or indirectly, through market corroboration, for
substantially the full term of the financial instrument; and (iii) Level 3, defined as unobservable inputs in which little or no
market data exists, therefore requiring an entity to develop its own assumptions.

Accounts Receivable and Allowance for Credit Losses

Accounts receivable represents the amount management expects to collect under each customer contract and is primarily
related to the Company’s subsidiaries, Fullstack and TutorMe.

The Company adjusts its accounts receivable for an allowance for credit losses at each reporting period, as deemed
necessary. The Company determines its allowance for credit losses using a loss-rate method combined with an aging schedule
approach, which is appropriate given the short-term nature of a substantial majority of the Company’s receivables and as
collections vary significantly based upon a receivable’s aging bucket. The Company calculates historical loss rates for
receivables on the basis of the different risk profiles and historical loss-rate experience with each type of customer.
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Additionally, the Company monitors macroeconomic activity as well as other current conditions and their potential impact on
collections to ensure the historical experience remains in line with current conditions and future short-term expectations.

The allowance for credit losses is recorded within technology and academic services in the consolidated statements of
income (loss). The Company writes off accounts receivable when an account is deemed uncollectible, which typically occurs
when the Company has exhausted all collection efforts.

Property and Equipment

Property and equipment are recognized at cost less accumulated depreciation. Depreciation is computed using the straight-
line method based on estimated useful lives of the related assets as follows:

Furniture and office equipment 3 -7 years
Software 3 -5 years
Vehicles 5 years

Leasehold improvements are amortized using the straight-line method over the shorter of the lease term or the estimated
useful lives of the assets. Upon the retirement or disposition of property and equipment, the related cost and accumulated
depreciation is removed and a gain or loss is recorded within the general and administrative expense in the consolidated
statements of income (loss). Repairs and maintenance costs are expensed in the period incurred.

Leases

In accordance with Accounting Standard Update (“ASU”) 2016-02, Leases (ASC 842) (“ASC 842”), leases are evaluated
and classified as either operating or finance leases. The Company does not have any finance leases. The Company’s operating
leases are included in operating lease assets, accounts payable and accrued liabilities, and rent liability on the consolidated
balance sheets. Operating lease assets and operating lease liabilities are recognized based on the present value of the future
minimum lease payments over the lease term at commencement date. As most of the Company’s leases do not provide an
implicit rate, the Company uses its estimated incremental borrowing rate based on information available at the date of adoption
or lease commencement or modification date, as applicable, in calculating the present value of its lease payments. The
incremental borrowing rate is determined using the U.S. Treasury rate adjusted to account for the Company’s credit rating and
the collateralized nature of operating leases. The operating lease asset also includes any lease payments made and excludes
lease incentives and initial direct costs incurred. The Company’s lease terms may include options to extend or terminate the
lease when it is reasonably certain that the Company will exercise that option. Lease expense for minimum lease payments is
recognized on a straight-line method over the term of the lease.

Impairment of Long-Lived Assets

The Company assesses potential impairment to its long-lived assets under ASC 360, Property and Equipment. The
Company makes this assessment when there is evidence that events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. An impairment loss is recorded if the carrying amount of the long-lived asset is not
recoverable. The carrying amount of a long-lived asset is not recoverable if it exceeds the sum of the undiscounted cash flows
expected to result from the use and eventual disposition of the asset. Any required impairment loss is measured as the amount
by which the carrying amount of a long-lived asset exceeds fair value and is recorded as a reduction in the carrying value of the
related asset and an expense to operating results. The Company’s qualitative assessment indicated that no impairment in the
Company’s long-lived assets was deemed necessary as of December 31, 2021.

Goodwill and Indefinite-Lived Intangible Assets

The Company tests goodwill and indefinite-lived intangible assets for impairment, testing annually in the third quarter of
each fiscal year, or more frequently if events and circumstances warrant. Under ASC 350, Intangibles - Goodwill and Other, to
evaluate the impairment of goodwill, the Company first assesses qualitative factors, such as deterioration in general economic
conditions or negative company financial performance, to determine whether it is more-likely-than-not that the fair value of a
reporting unit is less than its carrying amount. To evaluate the impairment of the indefinite-lived intangible assets, the Company
assesses the fair value of the assets to determine whether they were greater or less than the carrying values. Determining the fair
value of indefinite-lived intangible assets is judgmental in nature and involves the use of significant estimates and assumptions.
These estimates and assumptions are inherently uncertain and may include such items as growth rates used to calculate
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projected future cash flows, risk-adjusted discount rates, future economic and market conditions, and a determination of
appropriate market comparables.

The Company has three distinct reporting units including (i) Zovio, (ii) Fullstack and (iii) TutorMe. The Fullstack and
TutorMe reporting units have goodwill associated with them. During the third quarter of 2021, the Company’s quantitative
assessment of goodwill and indefinite-lived intangible assets noted no impairment indicators in either the Fullstack or the
TutorMe reporting unit, and noted a material amount of fair value in excess of the carrying amount.. There were no additional
triggering events noted during the fourth quarter of fiscal 2021 and therefore there was no impairment of its goodwill amounts.

The Company also has definite-lived intangible assets, which primarily consist of purchased intangibles and capitalized
curriculum development costs. The definite-lived intangible assets are recognized at cost less accumulated amortization.
Amortization is computed using the straight-line method based on estimated useful lives of the related assets.

Notes Payable

The fair value of the Company’s outstanding notes payable was estimated using the net present value of the payments,
discounted at an interest rate consistent with market interest rates. The Company, through Fullstack, had previously entered into
a contract whereby its counterparty advanced funds to the Company for certain program development costs, which the
Company was obligated to repay out of future revenues from the developed program. The Company recognized these advances
as a debt obligation.

During 2021, the notes payable contract was amended and the amount was revalued. As such, included within the other
income (loss), net, on the consolidated statements of income (loss) for the year ended December 31, 2021, is an offset of
interest expense in the amount of $3.1 million, as well as a loss on extinguishment of debt of $2.8 million, the net impact of
which is immaterial.

Revenue, Other Revenue and Deferred Revenue

Revenues are recognized when control of the promised goods or services are transferred, in an amount that reflects the
consideration the Company expects to be entitled in exchange for those goods or services. Determining whether a valid
customer contract exists includes an assessment of whether amounts due under the contract are collectible. The Company
performs this assessment at the beginning of every contract and subsequently thereafter if new information indicates there has
been a significant change in facts and circumstances.

On December 1, 2020, the Company entered into the Services Agreement with Global Campus whereby the Company
will provide certain educational technology and support services, which has an initial term of just over fifteen years, subject to
renewal options and certain early termination provisions. The amounts earned from the Services Agreement are within the
scope of ASC 606, Revenue from Contracts with Customers (“ASC 606”), and are denoted as revenue on the consolidated
statements of income (loss). On December 1, 2020, the Company also entered into a transition services agreement with Global
Campus whereby the Company will provide certain temporary transition services (the “Transition Services Agreement”), which
has a term of three years. The amounts earned from the Transition Services Agreement are denoted as other revenue on the
consolidated statements of income (loss).

The Services Agreement has a single performance obligation, as the promises to provide the identified services are not
distinct within the context of these agreements. The single performance obligation constitutes a series of distinct services as the
customer benefits as services are provided. Service revenue is recognized over time using the input method. The input method
provides a faithful depiction of the performance toward complete satisfaction of the performance obligation and can be tied to
the direct cost incurred. The service fees received over the term of the agreement are variable in nature in that they are
dependent upon the number of students attending the university and revenues generated from those students during the service
period. The service fees are subject to certain adjustments, including performance-based adjustments, minimum profit level
adjustments, and excess direct cost adjustments. These adjustments are all variable in nature in that they depend upon the
Company’s performance during each service period. Such adjustments are presented as minimum residual liability within
accounts payable and accrued liabilities in the consolidated financial statements. The minimum residual liability calculation at
December 31, 2021 covers the period from July 1, 2021 to June 30, 2022. As such, the calculation includes actual financial
information from July 1, 2021 through December 31, 2021 and forecasted financial information from January 1, 2022 through
June 30, 2022. The main inputs include the Company’s forecasts of its direct costs as well as the Company’s forecasts of Global
Campus’ revenues and operating expenses which directly impact the minimum residual liability. The Company’s six months
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forecast of Global Campus revenues and operating expenses is a management estimate which requires significant judgment. In
determining the forecast management utilizes the contractual budget prepared by Global Campus and then adjust budgeted
revenue based on actual revenue from July 1, 2021 to December 31, 2021 as well as projected student enrollment. Budgeted
Global Campus operating expenses are then adjusted based on actual expenses from July 1, 2021 to December 31, 2021 and
expected Global Campus employee headcount. The $15.0 million recorded in accounts payable and accrued liabilities as of
December 31, 2021 represents half of the expected minimum residual liability that will be due to Global Campus in June 2022.
The amount owed could be materially different than the current estimate projected by management.

The Company allocates variable consideration to the distinct increments of service to which it relates, as the variability is
directly related to the Company’s effort to satisfy the distinct increments of service provided. This is consistent with the
allocation objective in ASC 606. The Company meets the criteria in the standard and exercises the practical expedient to not
disclose the aggregate amount of the transaction price allocated to the single performance obligation that is unsatisfied as of the
end of the reporting period. The Company does not disclose the value of unsatisfied performance obligations because the
variable consideration is allocated entirely to a wholly unsatisfied promise to transfer a service that forms part of a single
performance obligation.

The Company, through Fullstack, offers both full-time and part-time technology bootcamps. The tuition fees for these
programs are recognized as revenue as the services are provided to the student, which occurs over the applicable period of
instruction. For most Fullstack programs, tuition is collected prior to the start of the cohort; however, for certain programs
students can defer payment until completion of the program and for these students an accounts receivable balance is recorded.

The Company, through TutorMe, provides online on-demand tutoring services through hourly and access license
contracts. Revenue for these contracts are recognized based on hours used or ratably over the contract period depending on the
type of contract. For most TutorMe contracts, cash is collected at or near the onset of the contract. The collected cash is
recognized as deferred revenue until recognized into revenue.

Prior to December 1, 2020, the majority of the amounts earned by the Company were from tuition, technology fees, and
digital materials related to students whose primary funding source is governmental funding. The amounts earned from these
streams are denoted as university-related revenue on the consolidated statements of income (loss). Tuition represents amounts
charged for course instruction, and technology fees represent amounts charged for the students’ use of the technology platform
on which course instruction is delivered. Digital materials fees represent amounts charged for the digital textbooks that
accompany the majority of courses taught at the Company’s institution. The majority of tuition and technology fees are
recognized as revenue as control of the services is transferred to the student, which occurs over the applicable period of
instruction. Similarly, the majority of digital materials fees are recognized as revenue when control of the product has been
transferred to the student, which occurs when the student is granted unrestricted access to the digital textbook, generally, on the
first day of the course. Revenue generated from students within the conditional admission period is deferred and recognized
when the student matriculates into the institution, which occurs in the fourth week of the course.

Prior to December 1, 2020, the Company’s institutions’ online students would generally enroll in a program that
encompasses a series of five to six-week courses that are taken consecutively over the length of the program. With the
exception of those students under conditional admission and students enrolled under the Full Tuition Grant (“FTG”) program,
online students are billed on a payment period basis on the first day of a course. Students under conditional admission are billed
for the payment period upon matriculation..

Workers' Compensation

The Company records a gross liability for estimated workers’ compensation claims, incurred but not yet reported, as of
each balance sheet date. The Company also records the gross insurance recoverable due for individual claim amounts. This is
recorded as an other asset and as an equal accrued liability. The stop-loss premium is determined annually, but invoiced and
paid on a quarterly basis. The related insurance premiums are expensed ratably over the coverage period.

Income Taxes

The Company accounts for its income taxes using the asset-liability method whereby deferred tax assets and liabilities are
determined based on temporary differences between the bases used for financial reporting and income tax reporting purposes.
Deferred income taxes are provided based on the enacted tax rates expected to be in effect at the time such temporary
differences are expected to reverse. A valuation allowance is provided for deferred tax assets if it is more-likely-than-not that
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the Company will not realize those tax assets through future operations.

The Company evaluates and accounts for uncertain tax positions using a two-step approach. Recognition (step one) occurs
when the Company concludes that a tax position, based solely on its technical merits, is more-likely-than-not to be sustained
upon examination. Measurement (step two) determines the amount of benefit that is greater than 50% likely to be realized upon
ultimate settlement with a taxing authority that has full knowledge of all relevant information. Derecognition of a tax position
that was previously recognized would occur when the Company subsequently determines that a tax position no longer meets the
more-likely-than-not threshold of being sustained.

Stock-Based Compensation

Stock-based compensation expense is measured at the grant date fair value of the award and is expensed over the vesting
period. The fair value of the Company’s restricted stock units (“RSUs”) is based on the market price of the Company’s
common stock on the date of grant. The Company estimates the fair value of stock options on the grant date using the Black-
Scholes option pricing model. The Company estimates the fair value of its performance stock units (“PSUs”) on the grant date
using a Monte Carlo simulation model. Determining the fair value of stock-based awards at the grant date under these models
requires judgment, including estimating volatility, employee stock option exercise behaviors and forfeiture rates. The
assumptions used in calculating the fair value of stock-based awards represent the Company’s best estimates, but these
estimates involve inherent uncertainties and the application of management judgment.

The amount of stock-based compensation expense recognized during a period is based on the portion of the awards that
are ultimately expected to vest. The Company estimates award forfeitures at the time of grant and revises those estimates in
subsequent periods if actual forfeitures differ from those estimates. The Company’s equity incentive plans require that stock
option awards have an exercise price that equals or exceeds the closing price of the Company’s common stock on the date of
grant.

Stock-based compensation expense for stock-based awards is recorded in the consolidated statements of income (loss), net
of estimated forfeitures, using the graded-vesting method over the requisite service periods of the respective stock awards. The
requisite service period is generally the period over which an employee is required to provide service to the Company in
exchange for the award.

Technology and Academic Services

Technology and academic services costs consist primarily of costs related to ongoing maintenance of educational
infrastructure, including online course delivery and management, student records, assessment, customer relations management
and other internal administrative systems. This also includes costs to provide support for curriculum and new program
development, support for faculty training and development and technical support. This expense category includes salaries,
benefits and share-based compensation, information technology costs, curriculum and new program development costs (which
are expensed as incurred), provision for bad debt and other costs associated with these support services. This category also
includes an allocation of depreciation, amortization, human resources, rent, and occupancy costs attributable to the provision of
these services.

Counseling Services and Support

Counseling services and support costs consist primarily of costs including team-based counseling and other support to
prospective and current students as well as financial aid processing. This expense category includes salaries, benefits and share-
based compensation, and other costs such as dues, fees and subscriptions and travel costs. This category also includes an
allocation of depreciation, amortization, human resources, rent, and occupancy costs attributable to the provision of these
services.

Marketing and Communication

Marketing and communication costs consist primarily of lead acquisition, digital communication strategies, brand identity
advertising, media planning and strategy, video, data science and analysis, marketing to potential students and other
promotional and communication services. This expense category includes salaries, benefits and share-based compensation for
marketing and communication personnel, brand advertising, marketing leads and other promotional and communication
expenses. This category also includes an allocation of depreciation, amortization, human resources, rent, and occupancy costs
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attributable to the provision of these services. Advertising costs are expensed as incurred. Advertising costs were $65.2 million
and $70.2 million for the years ended December 31, 2021 and 2020, respectively.

General and Administrative

General and administrative costs consist primarily of compensation and benefit costs, including related stock-based
compensation, for employees engaged in corporate management, finance, compliance, and other corporate functions. This
category also includes an allocation of depreciation, amortization, human resources, rent, and occupancy costs attributable to
the provision of these services.

University-Related Expenses

University-related expenses represent those costs that were transferred to Global Campus in the Sale Transaction and that
are no longer incurred by the Company. These costs previously included instructor fees and other employee costs, student
related bad debt expense, license fees for licenses transferred to Global Campus and other costs.

Legal Expense

Legal expense is comprised of charges related to the estimated amounts to resolve the previously disclosed investigation
for California Attorney General.

Restructuring and Impairment Charges

Restructuring and impairment expenses are primarily comprised of (i) severance costs related to headcount reductions
made in connection with restructuring plans and (ii) estimated lease losses related to facilities vacated or consolidated under
restructuring plans.

Loss on Transaction

Loss on transaction amount represents the net assets transferred in the Sale Transaction, as well as other transaction-
related expenses and costs to sell. The loss on transaction is recorded in the consolidated statements of income (loss). The
Company recorded a loss on transaction of $54.8 million at closing, which is comprised of $50.4 million of net assets loss, as
well as $4.5 million of other transaction-related expenses and costs to sell. The net asset loss includes $62.3 million of cash and
cash equivalents transferred to Global Campus on the date of the transaction. All assets transferred to Global Campus were
previously included in the University Partners segment. The following are the components of the loss on transaction recorded in
2020:

Cash and cash equivalents $ 62,325
Accounts receivable, net of allowance for credit losses 31,247
Prepaid expenses and other current assets 1,014
Property and equipment, net 15
Intangibles, net 7,669
Other long-term assets 1,539
Total assets transferred 103,809
Accounts payable and accrued liabilities 1,051
Deferred revenue and student deposits 48,901
Less: total liabilities transferred 49,952
Plus: other transaction-related expenses and costs to sell 4,546
Less: net asset adjustment 3,606
Loss on transaction $ 54,797
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Income (Loss) Per Share

Basic income per common share is calculated by dividing net income available to common stockholders by the weighted
average number of common shares outstanding during the period. Diluted income per common share is calculated by dividing
net income available to common stockholders by the sum of (i) the weighted average number of common shares outstanding
during the period and (ii) potentially dilutive securities outstanding during the period, if the effect is dilutive. Potentially
dilutive common shares consist of incremental shares of common stock issuable upon the exercise of the stock options and
upon the settlement of RSUs and PSUs.

Segment Information

Prior to December 1, 2020, the Company operated in one segment for reporting purposes. Following the Sale Transaction
on December 1, 2020, the Company now operates in two reportable segments, including the University Partners Segment and
the Zovio Growth Segment. The Company’s reportable segments are determined based on (i) financial information reviewed by
the chief operating decision maker, the Chief Executive Officer (“CEO”), (ii) internal management and related reporting
structure, and (iii) the basis upon which the CEO makes resource allocation decisions. The Company’s University Partners
Segment includes the technology and services provided to colleges and universities to enable the online delivery of degree
programs. The inaugural partner in the University Partners Segment is Global Campus. The University Partners Segment also
includes the tuition revenue related to the University prior to the Sale Transaction on December 1, 2020. The Company’s Zovio
Growth Segment includes our other subsidiaries, including Fullstack and TutorMe. For additional information on segments, see
Note 21, “Segment Information.”

Recent Accounting Pronouncements

In October 2021, the Financial Accounting Standards Board (“FASB”) issued ASU 2021-08, Business Combinations
(Topic 805) Accounting for Contract Assets and Contract Liabilities from Contracts with Customers. The amendments in this
update require that an entity recognize and measure contract assets and liabilities acquired in a business combination in
accordance with Topic 606. An acquirer may assess the process in which the acquiree applied Topic 606 to its revenue
contracts. This update will provide a level of review to prove contract assets and liabilities are recorded in accordance with
GAAP and consistent with the acquirer’s policies. The amendment in this update will be effective for fiscal years beginning
after December 15, 2022 and would be applicable to the Company if business acquisitions are made after the effective date.

3. Revenue, Other Revenue and Deferred Revenue

The following table presents the Company’s net revenue disaggregated based on the revenue source (in thousands):

Year Ended December 31,

2021 2020
Strategic services revenue $ 222,657 $ 18,881
Tuition revenue, net 30,016 344,804
Transition services income 9,934 984
Digital materials revenue, net — 21,258
Technology fee revenue, net — 9,424
Other revenue, net ! 426 1,770
Revenue and other revenue $ 263,033 $ 397,121

(1) Primarily consists of revenues generated from various services and other miscellaneous fees.
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The following table presents the Company’s net revenue disaggregated based on the timing of revenue recognition (in
thousands):

Year Ended December 31,
2021 2020
Over time, over period of service $ 262,736 $ 326,302
Over time, full tuition grant " — 50,769
Point in time 297 20,050
Revenue and other revenue $ 263,033 $ 397,121

(1) Represents revenue generated from the corporate FTG program.
(2) Represents revenue generated from digital textbooks and other miscellaneous fees.

The Company operates under two reportable segments and has no significant foreign operations or assets located outside
of the United States. For additional information, see Note 21, “Segment Information.”

Deferred Revenue

Deferred revenue and student deposits consists of the following (in thousands):
As of December 31,

2021 2020
Deferred revenue $ 14,469 $ 7,477
Student deposits 470 613
Total deferred revenue and student deposits $ 14,939 $ 8,090

Below are the opening and closing balances of deferred revenue from the Company’s contracts with customers (in
thousands):

2021 2020
Opening balance, January 1 $ 7477 $ 23,356
Closing balance, December 31 14,469 7,477
Increase (Decrease) $ 6,992 § (15,879)

For further information on receivables, refer to Note 6, “Accounts Receivable, Net” within the consolidated financial
statements.

Deferred revenue consists of cash payments that are received or due in advance of the Company’s performance. As of
December 31, 2021, the deferred revenue balance relates entirely to the Zovio Growth segment. For the majority of the
Company’s customers, payment for services is due prior to services being provided and is included in current deferred revenue.
However, there are contracts which include deferred revenue that is deemed to be long-term. For additional information, refer to
Note 11, “Other Long-Term Liabilities” within the consolidated financial statements.

The difference between the opening and closing balances of deferred revenue primarily results from the timing difference
between the Company’s performance and the customer’s payment. For the year ended December 31, 2021, the Company
recognized $6.5 million of revenue that was included in the deferred revenue balance as of January 1, 2021. For the year ended
December 31, 2020, the Company recognized $21.9 million of revenue that was included in the deferred revenue balance as of
January 1, 2020. There was also $15.8 million of deferred revenue disposed of during the Sale Transaction. Amounts reported
in the closing balance of deferred revenue are expected to be recognized as revenue within the next 12 months.

4. Restructuring and Impairment Charges

The Company has implemented various restructuring plans to better align its resources with its business strategy. These
related charges are recorded in the restructuring and impairment charges line item on the Company’s consolidated statements of
income (loss).
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The Company implemented various reductions in force to help better align personnel resources with the decline in
enrollment. During the years ended December 31, 2021 and 2020, the Company recognized $2.6 million and $3.0 million,
respectively, as restructuring charges related to severance costs for wages and benefits resulting from the reductions in force.

The Company anticipates the remainder of these costs will be paid out by the end of the second quarter of 2022 from existing
cash on hand.

The Company had previously relocated its headquarters to Chandler, Arizona and had also previously vacated or
consolidated certain properties, and subsequently reassessed its obligations on non-cancelable leases. In 2020, the Company
also paid contract termination costs to exit a portion of its business. As a result of the aforementioned items, during the year
ended December 31, 2020, the Company recorded $1.8 million, as restructuring charges relating to lease exit and other costs.
For the year ended December 31, 2021, the Company did not recognize any lease exit costs.

The following table summarizes the amounts recorded in the restructuring and impairment charges line item on the
Company’s consolidated statements of income (loss) for each of the periods presented (in thousands):

Year Ended December 31,
2021 2020
Severance costs $ 2,641 $ 3,004
Lease exit and other costs — 1,839
Total restructuring and impairment charges $ 2,641 § 4,843

The following table summarizes the changes in the Company’s restructuring liability by type during the following periods
indicated (in thousands):

Student Lease Exit and
Transfer Costs  Severance Costs Other Costs Total
Balance at December 31, 2019 $ 1,296 $ 8,001 $ 976 $ 10,273
Restructuring and impairment charges — 3,004 1,839 4,843
Payments (14) (10,263) (841) (11,118)
Balance at December 31, 2020 1,282 742 1,974 3,998
Restructuring and impairment charges 2,641 — 2,641
Payments (2,853) (1,576) (4,429)
Non-cash transaction (10) — (10)
Balance at December 31, 2021 $ 1,282  § 520 % 398 § 2,200

The restructuring liability amounts are recorded within either the accounts payable and accrued liabilities account or the
rent liability account on the consolidated balance sheets.

5. Fair Value Measurements

The following tables summarize the fair value information as of December 31, 2021 and 2020, respectively (in
thousands):
December 31, 2021
Level 1 Level 2 Level 3 Total

Mutual funds $ 974 $ — § — 3 974

December 31, 2020
Level 1 Level 2 Level 3 Total

Mutual funds $ 1,515 $ — 3 — 3 1,515

The mutual funds in the tables above, represent the deferred compensation asset balances, which are considered to be
trading securities. There were no transfers between level categories for investments during the periods presented. The
Company’s deferred compensation asset balances are recorded in the investments line item on the Company’s consolidated
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balance sheets and are classified as Level 1 securities.

There were no differences between amortized cost and fair value of investments as of December 31, 2021 and 2020. There
were no reclassifications out of accumulated other comprehensive income during either the twelve months ended December 31,
2021 and 2020.

6. Accounts Receivable, Net

Accounts receivable, net, consists of the following (in thousands):
As of December 31,

2021 2020
Accounts receivable $ 10,562 $ 8,420
Less allowance for credit losses 931 1,216
Accounts receivable, net $ 9,631 $ 7,204

The following table presents the changes in the allowance for credit losses for the periods indicated (in thousands):

Amounts
disposed of by
Beginning Charged to Sale Recoveries of Ending
For the year ended December 31, 2021 Balance Expense Write-offs Transaction amounts Balance
Non-FTG-related allowance $ 1,216 $ 1,229 $ (1,514) $ — 3 — 3 931
Total allowance for credit losses $ 1,216  $ 1,229 $ (1,514) $ — — 9 931
Amounts
disposed of by
Beginning Charged to Sale Recoveries of Ending
For the year ended December 31, 2020 Balance Expense Write-offs Transaction amounts Balance
FTG-related allowance $ 1,749 §$ 2,176 $ (2,485) $ (1,865) $ 425 § —
Non-FTG-related allowance 11,963 12,080 (16,236) (11,747) 5,156 1,216

Total allowance for credit losses $ 13,712 $ 14256 § (18,721) $§ (13,612) $ 5,581 $ 1,216

7. Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consists of the following (in thousands):
As of December 31,

2021 2020

Prepaid expenses $ 2,664 $ 3,027
Prepaid licenses 1,233 1,371
Prepaid income taxes — 48
Income tax receivable — 1,644
Prepaid insurance 2,254 1,127
Insurance recoverable 496 404
Other current assets " 6,776 4,996

Total prepaid expenses and other current assets $ 13,423 § 12,617

() Other current assets includes payment of net asset adjustment due from Global Campus related to the Sale Transaction,
which is currently in mediation.
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8. Property and Equipment, Net

Property and equipment, net, consists of the following (in thousands):
As of December 31,

2021 2020

Furniture and office equipment $ 22,032 $ 36,146
Software 4,493 7,512
Leasehold improvements 15,921 16,325
Vehicles 22 22

Total property and equipment 42,468 60,005
Less accumulated depreciation and amortization (16,086) (29,430)

Total property and equipment, net $ 26,382 $ 30,575

Depreciation and amortization expense associated with property and equipment totaled $5.3 million and $6.2 million for
the years ended December 31, 2021 and 2020, respectively.

9. Goodwill and Intangibles, Net

Goodwill and intangibles, net, consists of the following (in thousands):
December 31, 2021

. . . . Gross Carrying Accumulated
Definite-lived intangible assets: Amount Amortization Net Carrying Amount
Capitalized curriculum costs $ 13,982 $ (12,796) $ 1,186
Purchased intangible assets 14,185 (9,048) 5,137
Total definite-lived intangible assets $ 28,167 $ (21,844) $ 6,323
Goodwill 23,176
Total goodwill and intangibles, net $ 29,499

December 31, 2020

X X . . Gross Carrying Accumulated
Definite-lived intangible assets: Amount Amortization Net Carrying Amount
Capitalized curriculum costs $ 13,745 $ (12,644) $ 1,101
Purchased intangible assets 14,185 (6,677) 7,508
Total definite-lived intangible assets $ 27,930 § (19,321) $ 8,609
Goodwill 23,176
Total goodwill and intangibles, net $ 31,785

Definite-lived intangibles include capitalized curriculum costs, which are the digital course materials, as well as purchased
intangible assets. The purchased intangible assets primarily relate to the acquired developed curriculum, university relationships
and student relationships from the Fullstack and TutorMe acquisitions.

Goodwill as of December 31, 2021 and 2020, includes the goodwill resulting from the Fullstack and TutorMe
acquisitions.
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For the years ended December 31, 2021 and 2020, amortization expense was $3.0 million and $5.2 million, respectively.
The following table summarizes the estimated remaining amortization expense as of each fiscal year ended below (in

thousands):

Year Ended December 31,

2022 $ 2,524
2023 2,411
2024 835
2025 192
2026 127
Thereafter 234
Total future amortization expense $ 6,323

10. Accounts Payable and Accrued Liabilities

Accounts payable and accrued liabilities consists of the following (in thousands):
As of December 31,

2021 2020

Accounts payable $ 5967 $ 11,246
Accrued salaries and wages 5,434 6,149
Accrued bonus 3,625 11,428
Accrued vacation 3,037 3,369
Accrued litigation and fees 22,376 8,341
Minimum residual liability M 14,987 1,216
Accrued expenses 13,400 12,473
Current leases payable 4,492 6,934
Accrued insurance liability 1,404 1,537
Accrued income taxes payable 47 —

Total accounts payable and accrued liabilities $ 74,769 § 62,693

() Amount represents approximately 50% of the total amount anticipated to be remitted to Global Campus in June 2022. The
amount owed could be materially different than the current estimate projected by management.

11. Other Long-Term Liabilities

Other long-term liabilities consists of the following (in thousands):
As of December 31,

2021 2020
Uncertain tax positions $ — 3 28
Notes payable 2,723 2,981
Deferred revenue 807 —
Other long-term liabilities 1,585 4,172
Total other long-term liabilities $ 5115 $ 7,181
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12. Credit Facilities

The Company has issued letters of credit that are collateralized with cash, in the aggregate amount of $9.2 million as of
December 31, 2021. The letters of credit relate primarily to the Company's leased facilities and insurance requirements. The
collateralized cash is held in restricted cash on the Company's consolidated balance sheets.

The Company is required to provide surety bonds in certain states in which it does business. As a result, the Company had
previously entered into a surety bond facility with an insurance company to provide such bonds when required. Although there
are no remaining bonds on the Company’s behalf under this facility as of December 31, 2021, the Company still holds certain
liability associated with any required collateral.

13. Lease Obligations
Operating leases

The Company leases various office and classroom facilities which expire at various dates through 2033. These facilities
are used for academic operations, corporate functions, enrollment services and student support services. All of the leases were
classified as operating leases for the period ended December 31, 2021, and the Company does not have any finance leases. All
of the leases, other than those that may qualify for the short-term scope exception of 12 months or less, are recorded on the
Company’s consolidated balance sheets.

In the first half of 2021, the Company entered into a new lease in New York for classrooms and office space and recorded
a right-of-use asset of $14.6 million in exchange for lease obligations. However, in the fourth quarter of 2021, the Company
began to market this space for sublease. There is no guarantee that the Company will be able to sublease the space at rates
materially similar to that of the current lease.

The Company leases approximately 131,000 square feet of office space located in Chandler, Arizona, with the lease
extending through 2030.

As of December 31, 2021, the lease amounts on the consolidated balance sheets do not include any options to extend, nor
any options for early termination. The Company’s lease agreements do not include rental payments adjusted periodically for
inflation. The Company’s lease agreements do not contain any residual value guarantees or restrictive covenants. Other than a
sublease to Global Campus, the Company is not a party to any related party arrangements with respect to its lease transactions.

For the years ended December 31, 2021 and 2020, rent expense totaled $9.8 million and $13.2 million, respectively,
calculated in accordance with ASC 842, Leases. Rent expense in certain periods also includes the restructuring and impairment
charges recorded and therefore, may differ significantly from cash payments. For additional information, see Note 4,
“Restructuring and Impairment Charges.”

The Company has an agreement to sublease certain portions of its office facilities, with one active sublease as of
December 31, 2021. The Company’s sublease does not include any options to extend, nor any options for early termination.
The Company’s sublease does not contain any residual value guarantees or restrictive covenants. The sublease was classified as
an operating lease for the period ended December 31, 2021. The Company is subleasing office space of approximately 21,000
square feet in Denver, Colorado with a remaining commitment to lease of 14 months and net lease payments of $0.8 million.
Sublease income for the years ended December 31, 2021 and 2020 was $2.3 million, and $1.9 million, respectively, and is

recorded as an offset to facility costs within general and administrative expenses on the consolidated statements of income
(loss).

The following table represents the classification and amounts allocated to the various expense line items on the
consolidated statements of income (loss) for the year ended December 31, 2021 (in thousands):

Operating lease costs $ 8,239

Short-term lease cost 389

Variable lease costs 1,193

Less: Sub-lease income (2,264)

Total net lease costs $ 7,557
(1) Variable components of the lease payments such as utilities, taxes and insurance, parking and maintenance costs.
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The following table represents the maturities of lease liabilities, a portion of which is recorded in accounts payable and
accrued liabilities, as well as rent liability on the consolidated balance sheet as of December 31, 2021, (in thousands):

2022 $ 7,009
2023 5,316
2024 5,022
2025 4,759
2026 4,763
Thereafter 26,736
Total minimum payments 53,605
Less: Interest (14,907)
Total net lease liabilities $ 38,698

(1) Calculated using an appropriate interest rate for each individual lease. See the weighted-average discount rate noted below.

Some of the more significant assumptions and judgments in determining the amounts to capitalize include the
determination of the discount rate. The following table represents the lease term and discount rate used in the calculations as of
December 31, 2021:

Weighted-average remaining lease term (in years):
Operating leases 9.6 years
Weighted-average discount rate:

Operating leases 6.9 %

The following table represents the cash flow information of operating leases for the year ended December 31, 2021 (in
thousands):

Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases $ 9,281
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14. Income (Loss) Per Share

Basic income (loss) per share is calculated by dividing net income (loss) available to common stockholders for the period
by the weighted average number of common shares outstanding for the period.

Diluted income (loss) per share is calculated by dividing net income (loss) available to common stockholders for the
period by the sum of (i) the weighted average number of common shares outstanding during the period, plus (ii) potentially
dilutive securities outstanding during the period, if the effect is dilutive. Potentially dilutive securities for the periods presented
include incremental stock options, unvested RSUs and unvested PSUs.

The following table sets forth the computation of basic and diluted loss per share for the periods indicated (in thousands,
except per share data):

Year Ended December 31,
2021 2020

Numerator:

Net loss $ (42,349) $ (48,952)
Denominator:

Weighted average number of common shares outstanding 33,256 31,959

Effect of dilutive options and stock units — —

Diluted weighted average number of common shares outstanding 33,256 31,959
Loss per share:

Basic $ (1.27) $ (1.53)

Diluted $ (1.27) $ (1.53)

The following table sets forth the number of stock options, RSUs and PSUs excluded from the computation of diluted loss
per share for the periods indicated because their effect was anti-dilutive (in thousands):

Year Ended December 31,
2021 2020
Stock options 1,341 1,757
Stock units and contingent consideration 1,133 1,112

15. Stock-Based Compensation

The Company recorded $4.4 million and $8.3 million of stock-based compensation expense related to equity awards for
the years ended December 31, 2021 and 2020 respectively. The related income tax benefit was $1.1 million and $2.1 million for
the years ended December 31, 2021 and 2020, respectively. However, there was no net tax benefit recorded for the equity
awards, as the Company was in a full valuation allowance position for the years ended December 31, 2021 and 2020. The
Company has stock-based compensation expense related to stock options, RSUs, PSUs and contingent shares related to
acquisitions. The Company records stock-based compensation expense over the vesting term using the graded-vesting method.

Stock Options

The Company grants stock options from either its 2009 Stock Incentive Plan (the “2009 Plan”) or its Tutorme.com, Inc.
2015 Equity Incentive Plan. The compensation committee of the Company's board of directors, or the full board of directors
(the “board”), determines eligibility, vesting schedules and exercise prices for stock options granted under the 2009 Plan. Stock
options granted under the 2009 Plan typically have a maximum contractual term of 10 years, subject to the option holder's
continuing service with the Company. Stock options are generally granted with a four-year vesting requirement, pursuant to
which the option holder must continue providing service to the Company at the applicable vesting date. There were no stock
options granted during the year ended December 31, 2021 or 2020.
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The following table presents a summary of stock option activity during the periods indicated (in thousands, except for
exercise prices and contractual terms):

Weighted-
Weighted- Average
Average Remaining
Options Exercise Contractual Aggregate
Outstanding Price Term (in years) Intrinsic Value
December 31, 2019 2,008 $ 13.42 416 $ 393
Granted — 3 —
Exercised 22) $ 0.36
Forfeitures and expired (361) § 17.54
December 31, 2020 1,625 § 12.68 3.63 $ 918
Granted — $ —
Exercised — 3 —
Forfeitures and expired 402) $ 16.52
December 31, 2021 1,223 $ 11.42 2.56 $ 191
Vested and expected to vest at December 31, 2021 1,223  §$ 11.42 256 $ 191
Exercisable at December 31, 2021 1,223 $ 11.42 256 $ 191

As of December 31, 2021, the Company had 10.1 million shares of common stock reserved for issuance upon the exercise
of outstanding stock options and settlement of outstanding stock awards under the Company’s equity incentive plans. Shares
issued upon stock option exercises and settlements of stock awards are drawn from the authorized but unissued shares of
common stock.

No stock options were exercised during the year ended December 31, 2021. No windfall tax benefit was realized from
these exercises. The Company also realized a total tax benefit shortfall of $0.9 million. During the year ended December 31,
2020, there were approximately 21,700 stock options exercised with an intrinsic value of approximately $0.1 million. No
windfall tax benefit was realized from these exercises. The Company also realized a total tax benefit shortfall of $0.7 million.

Approximately 0.4 million stock options expired during the years ended December 31, 2021 and 2020, respectively.

The fair value of each stock option award granted during the year ended December 31, 2020 was estimated on the date of
grant using the Black-Scholes option pricing model. The Company’s determination of the fair value of share-based awards is
affected by the Company’s common stock price as well as assumptions regarding several complex and subjective variables.

The risk-free interest rate is based on the currently available rate on a U.S. Treasury zero-coupon issue with a remaining
term equal to the expected term of the stock option converted into a continuously compounded rate. The Company has never
declared or paid any cash dividends on its common stock and does not currently anticipate paying cash dividends in the future.
The Company has enough historical option exercise information to compute an expected term for use as an assumption in the
Black-Scholes option pricing model, and as such, its computation of expected term was calculated using its own historical data.
The volatility of the Company’s common stock is also based upon its own historical volatility.

There were no unrecognized compensation costs related to unvested stock options as of December 31, 2021. As of
December 31, 2020, there was $4 thousand of unrecognized compensation costs related to unvested stock options.

Stock Awards

The Company has also granted RSUs to its employees either under the 2009 Plan or the 2021 CEO Inducement Equity
Incentive Plan. Each RSU represents the future issuance of one share of the Company’s common stock contingent upon the
recipient’s continued service with the Company through the applicable vesting date. Upon the vesting date, RSUs are
automatically settled for shares of the Company’s common stock unless the applicable award agreement provides for delayed
settlement. If prior to the vesting date the employee’s status as a full-time employee is terminated, the unvested RSUs are
automatically canceled on the employment termination date, unless otherwise specified in an employee’s individual
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employment agreement. The fair value of an RSU is calculated based on the market value of the common stock on the grant
date and is amortized over the applicable vesting period using the graded-vesting method.

The Company has also granted certain PSUs under the 2009 Plan or the 2021 CEO Inducement Equity Incentive Plan.
Each PSU represents the future issuance of one share of the Company’s common stock contingent upon achievement of the
applicable performance target and the recipient’s continued service with the Company through the applicable vesting date.
Certain of the PSUs may be earned based on the achievement of a market-based measure, and certain of the PSUs may be
earned based on performance-based measures.

With respect to each award of PSUs, vesting is based upon the achievement of the applicable performance target, and
subject to the employee’s continued service with the Company through the applicable vesting date. If prior to the vesting date
the employee’s status as a full-time employee is terminated, the unvested PSUs are automatically canceled on the employment
termination date, unless otherwise specified in an employee’s individual employment agreement. PSUs are amortized over the
applicable vesting period using the graded-vesting method. The fair value of the portion of the PSU awards subject to earning
based on the achievement of a performance-based measure was based on the Company’s stock price as of the date the
applicable performance target was approved by the board. Compensation cost for the portion of the PSU awards subject to
earning based on the achievement of a performance-based measure is recorded based on the probable outcome of the
performance conditions associated with the shares, as determined by management. The fair value of the portion of the PSU
awards subject to earning based on the achievement of a market-based measure was estimated based on the Company’s stock
price as of the date of grant using a Monte Carlo simulation model.

The weighted-average assumptions for the PSU awards during the year ended December 31, 2021, subject to earning
based on the achievement of a market-based measure are noted in the following table:

2021
Grant price per share $ 2.35
Risk-free interest rate 0.2 %
Expected dividend yield —
Historical volatility 108.4 %
Expected life (in years) 2.57
Forfeiture rate 13.0 %
Weighted average grant date fair value per share $ 2.50

A summary of the RSU and PSU activity and related information is as follows (in thousands, except for exercise prices
and contractual terms):

Restricted Stock Units and Performance Stock Units

Time-Based RSU Performance-Based PSU Market-Based PSU

Weighted Weighted Weighted

Average Average Average

Number of Purchase Number of  Purchase Number of Purchase

Shares Price Shares Price Shares Price

Balance at December 31, 2019 2,305 $ 5.04 — 3 — 1,070 $ 6.76
Awarded 1,470 § 227 1,059 2.19 — S —
Vested 911) $ 9.67 — — — —
Canceled (570) $ 5.14 (43) $ 218 (337) $  7.79
Balance at December 31, 2020 2,295 § 1.4 1,017 $ 2.19 733 $  6.28
Awarded 1,680 § 2.63 195 § 3.81 1,870 $ 0.90
Vested (1,056) $ 3.83 — — — —
Canceled (697) $  3.59 (566) $  2.18 (659) $  5.68
Balance at December 31, 2021 2222 § 2.64 645 $§ 2.69 1,944 $ 1.30

As of December 31, 2021 and 2020 there was $3.0 million and $3.4 million, respectively, of unrecognized compensation
costs related to unvested RSUs. At December 31, 2021, the unrecognized compensation costs of RSUs were expected to be
recognized over a weighted average period of 1.4 years.
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During the year ended December 31, 2021, 1.1 million RSUs vested and were released with a market value of $4.0
million. Approximately $0.3 million of windfall tax benefit was realized from these awards, and the related tax benefit shortfall
realized was $0.3 million. During the year ended December 31, 2020, 0.9 million RSUs vested and were released with a market
value of $1.7 million. Approximately $44.7 thousand of windfall tax benefit was realized from these awards, and the related tax
benefit shortfall realized from the RSUs released was $1.3 million.

As of December 31, 2021, there was $3.0 million of unrecognized compensation costs related to unvested PSUs. At
December 31, 2021, the unrecognized compensation costs of PSUs were expected to be recognized over a weighted average
period of 2.2 years, to the extent the applicable performance criteria are met. No PSUs vested during the years ended
December 31, 2021, and 2020.

16. Income Taxes

The Company uses the asset-liability method to account for taxes. Under this method, deferred income tax assets and
liabilities result from temporary differences between the tax basis of assets and liabilities and their reported amounts in the
financial statements that will result in income and deductions in future years.

The components of income tax expense (benefit) are as follows (in thousands):

Year Ended December 31,
2021 2020
Current:
Federal $ (270) $ (13,238)
State 131 284
Foreign 10 5
(129) (12,949)
Deferred:
Federal — (56)
State — (63)
— (119)
Total $ (129) $ (13,068)

On March 27, 2020, the Coronavirus Aid, Relief and Economic Security (“CARES Act”) was signed into law. The
CARES Act is a relief package intended to assist many aspects of the Country’s economy of which certain components of the
Act impacted the Company’s 2020 income tax provision. Specifically, the CARES Act temporarily reinstated a five-year
carryback period for all NOLs generated in the tax years 2018, 2019 and 2020. Therefore, the Company’s NOLs from 2018 and
2019 were carried back to 2013 and 2014, respectively, and a tax benefit of approximately $12.8 million was recorded for the
tax year 2020. The entire NOL carryback refund in the amount of $12.8 million was received by the Company in 2020.

Each reporting period, the Company assesses the likelihood that it will be able to recover its deferred tax assets, which
represent timing differences in the recognition of certain tax deductions for accounting and tax purposes. The realization of
deferred tax assets is dependent, in part, upon future taxable income. Significant judgment is required in determining any
valuation allowance recorded against deferred tax assets. In assessing the need for a valuation allowance, the Company
considers all available evidence, including past operating results, estimates of future taxable income given current business
conditions affecting the Company, and the feasibility of ongoing tax planning strategies.

As of December 31, 2021, the Company continues to record a full valuation allowance against all net deferred tax assets,
as was the case at December 31, 2020. The Company intends to maintain a valuation allowance against its deferred tax assets
until sufficient positive evidence exists to support its reversal.

Deferred income tax balances reflect the net tax effects of temporary differences between the carrying amounts of assets
and liabilities and their tax bases and are stated at enacted tax rates expected to be in effect when taxes are paid or recovered.
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Significant components of the Company’s deferred tax assets and liabilities and balance sheet classifications are as
follows (in thousands):

As of December 31,

2021 2020
Deferred tax assets:
Net operating loss $ 31,841 $ 22,662
Fixed assets 365 —
Bad debt 239 303
Vacation accrual 618 673
Stock-based compensation 3,222 3,869
Operating lease liabilities 9,945 7,746
Bonus accrual 846 2,476
Accrued expenses 1,329 4,333
Other 1,154 1,258
Total deferred tax assets 49,559 43,320
Valuation allowance (42,119) (37,375)
Net deferred tax assets 7,440 5,945
Deferred tax liabilities:
Fixed assets and intangibles — (704)
Indefinite-lived intangibles — —
Operating lease assets (7,440) (5,045)
Other — (196)
Total deferred tax liabilities (7,440) (5,945)
Total net deferred tax assets (liabilities) $ — —

At December 31, 2021, the Company had federal and state net operating loss carryforwards of $117.0 million and $137.3
million, respectively, which are available to offset future taxable income. Approximately $112.0 million of the federal net
operating loss can be carried forward indefinitely. The federal and state net operating loss carryforwards began to expire in
2021. The Company’s utilization of net operating loss carryforwards may be subject to annual limitations due to ownership
change provisions of Section 382 of Internal Revenue Code of 1986, as amended.
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The following table presents a reconciliation of the income tax benefit computed using the federal statutory tax rate of
21% and the Company’s provision for income taxes (in thousands):

Year Ended December 31,
2021 2020

Computed expected federal tax expense $ (8,920) 21.0% $ (13,024)  21.0 %
State taxes, net of federal benefit (885) 2.1 (2,476) 4.0
Permanent differences 5,606  (13.2) 436 (0.7)
Uncertain tax positions (349) 0.8 (618) 1.0
Stock compensation 696 (1.6) 1,388 2.2)
Federal tax rate change on NOL carryback — — (4,908) 7.9
Domestic production activities — — — —
Valuation allowance 3,981 9.4) 5,698 9.2)
Other (258) 0.6 436 (0.7)

Income tax benefit $ (129) 03 % $ (13,068)  21.1 %

The following table presents a reconciliation of the beginning and ending amount of unrecognized tax benefits (in
thousands):

Year Ended December 31,
2021 2020
Unrecognized tax benefits at beginning of period $ 18 3 2,128
Gross increases - tax positions in prior period — —
Gross decreases - tax positions in prior period — (1,661)
Gross increases - current period tax positions — —
Settlements — (400)
Lapse of statute of limitations (18) (49)
Unrecognized tax benefits at end of period $ — 3 18

Included in the amount of unrecognized tax benefits at December 31, 2020 is $18 thousand of tax benefits that, if
recognized, would affect the Company’s effective tax rate. Also included in the balance of unrecognized tax benefits at
December 31, 2020 is less than $4 thousand of tax benefits that, if recognized, would result in adjustments to other tax
accounts, primarily deferred tax assets which was offset by a full valuation allowance.

The Company is required to file income tax returns in the United States that includes various state and local tax
jurisdictions. The preparation of these income tax returns requires the Company to interpret the applicable tax laws and
regulations in effect in such jurisdictions, which could affect the amount of tax paid by the Company. The income tax returns
are subject to audits by the applicable federal and state taxing authorities. As part of these audits, the taxing authorities may
disagree with our tax positions. The ultimate resolution of these tax positions is often uncertain until the audit is complete and
any disagreements are resolved. The Company therefore records an amount for its estimate of the additional tax liability,
including interest and penalties, for any uncertain tax positions taken or expected to be taken in an income tax return. The
Company reviews and updates the accrual for uncertain tax positions as more definitive information becomes available from
taxing authorities, and upon completion of tax audits and expiration of statutes of limitations.

The Company recognizes interest and penalties related to uncertain tax positions in income tax expense. At December 31,
2020, the Company had approximately $10 thousand of accrued interest and penalties, before any tax benefit, related to
uncertain tax positions.

The Company has analyzed filing positions in all the federal and state jurisdictions where it is required to file income tax
returns, as well as all open tax years in these jurisdictions. The 2017 tax year are forward are open to examination for federal
income tax purposes, and the 2015 tax year and forward are open to examination for state income tax purposes.

The IRS audit examinations of the Company’s income tax returns for the years 2013 through 2016 was completed during
the quarter ended June 30, 2020. The Company obtained the Joint Committee on Taxation approval of the net operating loss
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carryback refund claims filed under the 2020 CARES Act and the IRS audit examinations of the Company’s income tax returns
for the years 2013 through 2016 was finalized during the quarter ended March 31, 2021. The IRS examinations had no adverse
material impact on the Company’s overall financial results as at December 31, 2021.

The FTB audit examinations of the Company’s income tax returns for the years 2013 through 2015 was completed during
the quarter ended December 31, 2020. The audit closing agreement was finalized during the quarter ended March 31, 2021 with
no adverse material impact on the Company’s overall financial results as at December 31, 2021.

17. Regulatory

The Company is subject to extensive regulation by federal and state governmental agencies and accrediting bodies. In
particular, the Higher Education Act of 1965, as amended (“Higher Education Act”), and the regulations promulgated
thereunder by the U.S. Department of Education (“Department”) subject the Company and its university partners to significant
regulatory scrutiny on the basis of numerous standards that institutions of higher education must satisfy in order to participate in
the various federal student financial aid programs under Title IV of the Higher Education Act (“Title IV programs”). After the
sale of the University to Global Campus, the Company remains responsible for liabilities resulting from any violation of these
regulatory requirements during the time it owned and operated the University, either directly or by an obligation to indemnify
Global Campus.

Department of Education On-Site Program Review of former Ashford University

In December 2016, the Department informed the University that it intended to continue the on-site program review, which
commenced in January 2017 and initially covered the 2015-2016 and 2016-2017 award years, but may be expanded if the
Department deems such expansion appropriate. To date, the Company has not received a draft report from the Department.

Department of Education Close Out Audit of University of the Rockies

The Company previously recorded an expense of $1.5 million during the fiscal year 2018, in relation to the close out audit
of University of the Rockies resulting from its merger with the University in October 2018. The expense was recorded in
relation to borrower defense to repayment regulations. On September 26, 2019, the Department sent the University a Final
Audit Determination letter for the University of the Rockies. This letter confirmed that with the exception of the borrower
defense to repayment regulations, none of the other audit findings resulted in financial liability. The Department also stated that
additional liabilities could accrue in the future. On December 19, 2019, the Company filed an administrative appeal with the
Department appealing the alleged liability on the basis that the University of Rockies did not close but rather merged with the
University. The briefing on the appeal is complete and the Company is awaiting a decision by the administrative law judge.

WSCUC Accreditation of Global Campus (formerly Ashford University)

Global Campus is regionally accredited by WASC Senior College and University Commission (“WSCUC”). In July 2019,
WSCUC acted to reaffirm accreditation through Spring 2025.

In connection with the Purchase Agreement by and among the Company and the University of Arizona, the Company
submitted to WSCUC, in July 2020, a substantive change application for a change in ownership from the University to Global
Campus which required review and approval by the Substantive Change Committee and the Structural Change Committee of
the Commission. In November 2020, WSCUC approved the change of control application filed to complete the Sale
Transaction, subject to certain conditions. WSCUC notified Global Campus that the provisions of the Notice of Concern issued
as part of the reaffirmation of the University in July 2019 also remain in effect.
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Department of Education Regulation

On December 1, 2020, the parties to the Purchase Agreement entered into Amendment No. 1 to the Purchase Agreement
(“Amendment”) pursuant to which, among other things, the University of Arizona and Global Campus waived the closing
condition regarding issuance of a pre-acquisition review notice by the Department of Education. Under the terms of the
Purchase Agreement, as amended, the Closing was subject to customary closing conditions for transactions in this sector. The
Department is expected to conduct a post-closing review of Global Campus following the Sale Transaction, consistent with the
Department’s procedures during which the Department makes a determination on the institution’s request for recertification
from the Department following the change of control, including whether to impose or place other conditions or restrictions. To
be eligible to participate in Title IV programs, an institution must comply with the Higher Education Act and the regulations
thereunder that are administered by the Department.

Borrower Defense to Repayment

On October 28, 2016, the Department published borrower defense to repayment regulations to change processes that assist
students in gaining relief under certain provisions of the Direct Loan Program regulations. These defense to repayment
regulations allow a borrower to assert a defense to repayment on the basis of a substantial misrepresentation, any other
misrepresentation in cases where certain other factors are present, a breach of contract or a favorable nondefault contested
judgment against a school for its act or omission relating to the making of the borrower’s loan or the provision of educational
services for which the loan was provided. In addition, the financial responsibility standards contained in the new regulations
establish the conditions or events that trigger the requirement for an institution to provide the Department with financial
protection in the form of a letter of credit or other security against potential institutional liabilities. Triggering conditions or
events include, among others, certain state, federal or accrediting agency actions or investigations, and in the case of publicly
traded companies, receipt of certain warnings from the SEC or the applicable stock exchange, or the failure to timely file a
required annual or quarterly report with the SEC. The new regulations also prohibit schools from requiring that students agree
to settle future disputes through arbitration.

On March 15, 2019, the Department issued guidance for the implementation of parts of the regulations. The guidance
covers an institution’s responsibility in regard to reporting mandatory and discretionary triggers as part of the financial
responsibility standards, class action bans and pre-dispute arbitration agreements, submission of arbitral and judicial records,
and repayment rates.

On August 30, 2019, the Department finalized the regulations derived from the 2017-2018 negotiated rulemaking process
and subsequent public comments. This version of the borrower defense regulations applies to all federal student loans made on
or after July 1, 2020, and, among other things: grants borrowers the right to assert borrower defense to repayment claims
against institutions, regardless of whether the loan is in default or in collection proceedings; allows borrowers to file defense to
repayment claims three years from either the student’s date of graduation or withdrawal from the institution; and gives students
the ability to allege a specific amount of financial harm and to obtain relief in an amount determined by the Department, which
may be greater or lesser than their original claim amount. It also includes financial triggers and other factors for recalculating an
institution’s financial responsibility composite score that differ from those in the 2016 regulations.

On March 18, 2021, the Department announced it would adopt a streamlined approach for granting full debt relief to
borrowers reversing the methodology first announced in December 2019 that allowed for partial student loan cancellation for
borrowers. The Department determined that the previous methodology did not result in an appropriate relief determination.

In July 2020, the Department notified the Company that they would be initiating a preliminary review of borrower defense
applications from borrowers who made claims regarding the University. As part of the initial fact-finding process, the
Department will send individual student claims to the University and allow the institution the opportunity to submit a response
to the borrower’s allegations. In 2020, the Company received and timely responded to the submitted claims. The Company has
responded to everything received and cannot predict the outcome of this the Department's review at this time.
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18. Retirement Plans

The Company maintains an employee savings plan (the “401(k) Plan”) that qualifies as a deferred salary arrangement
under Section 401(k) of the Internal Revenue Code of 1986, as amended. Under the 401(k) Plan, participating employees may
contribute a portion of their pre-tax earnings up to the Internal Revenue Service annual contribution limit. Additionally, the
Company may elect to make matching contributions into the 401(k) Plan in its sole discretion. The Company’s total expense
related to the 401(k) Plan was $1.8 million and $2.3 million for the years ended December 31, 2021 and 2020, respectively.

19. Commitments and Contingencies
Litigation

From time to time, the Company is a party to various lawsuits, claims and other legal proceedings that arise in the
ordinary course of business. When the Company becomes aware of a claim or potential claim, it assesses the likelihood of any
loss or exposure. In accordance with GAAP, the Company records loss contingencies in its financial statements only for matters
in which losses are probable and can be reasonably estimated. Where a range of loss can be reasonably estimated, the best
estimate within that range should be accrued. If no estimate is better than another, the Company records the minimum estimated
liability in the range. If the loss is not probable or the amount of the loss cannot be reasonably estimated, the Company
discloses the nature of the specific claim if the likelihood of a potential loss is reasonably possible and the amount involved
could be material. The Company continuously assesses the potential liability related to the Company’s pending litigation and
revises its estimates when additional information becomes available. Other than the specific liabilities assumed by Global
Campus, the Company and AU LLC will generally remain responsible for liabilities of the University relating to periods prior
to the closing of the Sale Transaction. Below is a list of material legal proceedings to which the Company or its subsidiaries is a

party.
California Attorney General Investigation of For-Profit Educational Institutions

In January 2013, the Company received from the Attorney General of the State of California (the “CA Attorney General”)
an Investigative Subpoena relating to the CA Attorney General’s investigation of for-profit educational institutions. Pursuant to
the Investigative Subpoena, the CA Attorney General requested documents and detailed information for the time period March
1, 2009 to present. On July 24, 2013, the CA Attorney General filed a petition to enforce certain categories of the Investigative
Subpoena related to recorded calls and electronic marketing data. On September 25, 2013, the Company reached an agreement
with the CA Attorney General to produce certain categories of the documents requested in the petition and stipulated to
continue the hearing on the petition to enforce from October 3, 2013 to January 9, 2014. On January 13, 2014 and June 19,
2014, the Company received additional Investigative Subpoenas from the CA Attorney General each requesting additional
documents and information for the time period March 1, 2009 through each such date.

Representatives from the Company met with representatives from the CA Attorney General’s office on several occasions
to discuss the status of the investigation, additional information requests, and specific concerns related to possible unfair
business practices in connection with the Company’s recruitment of students and debt collection practices.

The parties also discussed a potential resolution involving injunctive relief, other non-monetary remedies and a payment
to the CA Attorney General and in the third quarter of 2016, the Company recorded an expense of $8.0 million related to the
cost of resolving this matter.

The parties did not reach a resolution and on November 29, 2017, the CA Attorney General filed suit against the
Company. The Company emphatically denies the allegations made by the CA Attorney General that it ever deliberately misled
its students, falsely advertised its programs, or in any way were not fully accurate in its statements to investors. A trial took
place from November 2021 through December 2021. On March 7, 2022, the Superior Court of the State of California, County
of San Diego (the “Court”), issued a Statement of Decision regarding the lawsuit in favor of the CA Attorney General. In the
Statement of Decision, the Court ordered the Company to pay $22.4 million in statutory penalties. As a result, the Company has
accrued an additional $14.3 million in the fourth quarter of 2021, for a total of $22.4 million as of December 31, 2021. The
Court denied the CA Attorney General’s demands for restitution and injunctive relief finding no evidence postdating 2017 that
would necessitate an injunction. The Company is disappointed by the Court’s decision and believes that its practices were at all
times in compliance with California law. The Company is currently considering all options available to it related to the
Statement of Decision. On April 7, 2022, the Company filed a motion for a new trial and/or to set aside and vacate the
judgement, which is currently set for a hearing on May 13, 2022.
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20. Concentration of Risk
Concentration of Revenue

Prior to December 1, 2020, the Company derived the majority of its revenues from students whose source of funding is
through Title IV programs. Revenue derived from government tuition assistance for military personnel, including veterans, is
not considered federal student aid for purposes of calculations under the 90/10 rule. Title IV programs are subject to political
and budgetary considerations and are subject to extensive and complex regulations.

Subsequent to December 1, 2020, the majority of the Company's revenue is attributable to its contractual relationship with
Global Campus.

Concentration of Credit Risk

The Company maintains its cash and cash equivalents accounts in financial institutions. Accounts at these institutions are
insured by the Federal Deposit Insurance Corporation (FDIC) up to $250,000. The Company performs ongoing evaluations of
these institutions to limit its concentration risk exposure.

Concentration of Sources of Supply

The Company is dependent on a third-party provider for its online platform, which includes a learning management
system that stores, manages and delivers course content, enables assignment uploading, provides interactive communication
between students and faculty, and supplies online assessment tools. The partial or complete loss of this source may have an
adverse effect on the Company’s revenues and results of operations.

21. Segment Information

Prior to December 1, 2020, the Company operated in one segment for reporting purposes. Following the Sale Transaction,
the Company now operates in two reportable segments: University Partners and Zovio Growth. These segments were recast
based upon the Company’s respective offerings.

On December 1, 2020, the Company consummated the Sale Transaction. For additional information and description of the
Sale Transaction, see Note 1, “Nature of Business.” The Company reports segment information based upon the management
approach, and the Sale Transaction resulted in a change in how the chief operating decision maker viewed the operations
moving forward. This change included the creation of three operating segments: Fullstack, TutorMe, and Zovio, and two
reportable segments: University Partners and Zovio Growth.

The Company’s operating segments are determined based on (i) financial information reviewed by the chief operating
decision maker, the CEO, (ii) internal management and related reporting structure, and (iii) the basis upon which the CEO
makes resource allocation decisions. The Fullstack and TutorMe operating segments are aggregated into a single reportable
segment called Zovio Growth. The aggregation of the Fullstack and TutorMe operating segments is based on their uniform
customer bases and methods of services provided, as well as evaluation of quantitative thresholds as required by ASC
280-10-50-12. Based on these same quantitative tests, the Zovio operating segment is a separate reportable segment, University
Partners. This change in segment reporting did not have any impact on the determination of reporting units used to assess
impairment under ASC 350, Intangibles - Goodwill and Other.

The Company’s University Partners segment includes the technology and services provided to colleges and universities to
enable the online delivery of degree programs and the related goods and services. University Partners also includes the tuition
revenue related to the University prior to the Sale Transaction on December 1, 2020.
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Segment Performance

The following table summarizes financial information regarding each reportable segment’s results of operations for the
periods presented (in thousands):

Year Ended December 31,
2021 2020

Revenue by segment
University Partners $ 232,793 $ 376,220
Zovio Growth 30,240 20,901

Total revenue and other revenue $ 263,033 $ 397,121
Segment profitability
University Partners $ (26,551) % (41,182)
Zovio Growth (7,724) (9,315)

Total segment profitability(1) $ (34,275) $ (50,497)

() Segment profitability represents EBITDA. The following table reconciles total loss before income taxes to total segment
profitability (in thousands):

Year Ended December 31,
2021 2020
Loss before income taxes $ (42,478) $ (62,020)
Adjustments:
Interest expense (income), net (130) 120
Depreciation and amortization expense 8,333 11,403
Total segment profitability $ (34,275) $ (50,497)

For the years ended December 31, 2020, the legacy University accounted for $356.1 million of the University Partners
segment revenue.

For each of the years ended December 31, 2021 and 2020, there were no customers or individual university clients which
accounted for 10% or more of the Zovio Growth segment revenue.

The Company’s total assets by segment are as follows (in thousands):
As of December 31,

2021 2020
University Partners $ 86,628 $ 111,830
Zovio Growth 62,406 49,476
Total assets $ 149,034 $ 161,306

As of December 31, 2021, approximately $36.2 million of the assets in University Partners were considered to be entity-
wide assets.
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The Company’s accounts receivable and deferred revenue in each segment are as follows (in thousands):
As of December 31,

2021 2020
University Partners $ 78 $ 45
Zovio Growth 9,553 7,159
Total accounts receivable $ 9,631 $ 7,204
University Partners $ — 3 10
Zovio Growth 14,939 8,080
Total deferred revenue and student deposits, current $ 14,939 § 8,090

As of December 31, 2021 and 2020, respectively, the University Partners segment net accounts receivable balance was
immaterial. As of each December 31, 2021 and 2020, respectively, there were no individual partners or customers which
accounted for 10% or more of the Zovio Growth segment net accounts receivable balance, as customers are individual students,
or third parties, paying on their behalf, rather than university clients.

The Company’s goodwill amounts as of each December 31, 2021 and 2020 are fully attributable to the Zovio Growth
Segment. For additional information on goodwill, see Note 9, “Goodwill and Intangibles, Net.”

22. Subsequent Events

The Company performed an evaluation of events occurring between the end of our most recent fiscal year and the date of
filing these consolidated financial statements. On March 7, 2022, the Superior Court of the State of California, County of San
Diego (the “Court”), issued a Statement of Decision regarding the lawsuit in favor of the CA Attorney General. In the
Statement of Decision, the Court ordered the Company to pay $22.4 million in statutory penalties. The Company has accrued
for the $22.4 million within accounts payable and accrued liabilities, see also Note 10, “Accounts Payable and Accrued
Liabilities” and recorded $14.3 million of additional legal expense as of and for the year ended December 31, 2021,
respectively. We are currently considering all options available and have filed a motion for a new trial on the Court’s decision.
Regardless of the ultimate outcome, this decision could have a material impact on our financial condition. See Note 19,
“Commitments and Contingencies,” for further information.

The majority of our cash comes from our Services Agreement with our largest customer. The service fees in the Services
Agreement are subject to certain minimum residual liability adjustments, including performance-based adjustments, minimum
profit level adjustments, and excess direct cost adjustments. These adjustments are all variable in nature in that they depend
upon the Company’s performance, and to a certain extent the performance of our customer, during each service period. On
April 11, 2022 the Company and their largest customer modified the payment terms from monthly to bi-monthly for the months
of July, August and September 2022.

On April 14, 2022, the Company entered into a Financing Agreement (the “Credit Facility”’) among the Company, as
borrower, each of its wholly-owned subsidiaries as subsidiary guarantors (the “Guarantors”), the lenders party thereto from time
to time (the “Lenders”) and Blue Torch Finance LLC, as administrative agent and collateral agent for the Lenders (the
“Agent”). The Credit Facility provides for, among other things, a term loan in the aggregate principal amount of $31.5 million
(the “Term Loan”). The proceeds of the Term Loan will be used (i) if necessary, to satisfy any final judgement in the CA
Attorney General lawsuit, and (ii) thereafter, to fund the working capital of the Company and the Guarantors.

Subject to the terms of Credit Facility, the Term Loan bears interest at a rate per annum equal to LIBOR plus 9.0%,
payable monthly. The principal amount of the Term Loan will be repayable in equal quarterly installments of $393,750
beginning June 30, 2023 and through March 31, 2025, with the remaining unpaid principal amount of the Term Loan, and all
accrued and unpaid interest thereon, due and payable on the maturity date of April 14, 2025.

The Credit Facility contains customary representations, warranties, affirmative and negative covenants (including
financial covenants), and indemnification provisions in favor of the Agent and the Lenders. The financial covenants include a
minimum cash flow covenant that takes effect six months following the Effective Date and that is to be tested on a monthly
basis for the trailing twelve month period, a minimum liquidity covenant that requires the Company to maintain unrestricted
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cash on hand at all times of at least $7.5 million (inclusive of any proceeds of the Term Loan in excess of the amounts used to
satisfy any final judgment in the CA Attorney General lawsuit, and minimum revenue covenants applicable to each of the
Company’s Fullstack Academy, LLC and TutorMe, LLC subsidiaries and that are to be tested on a monthly basis beginning
June 30, 2022 for the trailing twelve month period.

In connection with the Credit Facility, the Company issued warrants (the “Warrants”) to the Lenders to purchase at any
time or from time to time on or after the date that is six months from the Effective Date, at an exercise price of $0.01 per share,
such number of shares of common stock of the Company as equals 5.0% of the outstanding fully-diluted shares of common
stock of the Company as of the issuance date.
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our disclosure controls and procedures are designed to provide reasonable assurance that information required to be
disclosed by us in reports that we file or submit under the Securities Exchange Act of 1934, as amended (the “Exchange Act”),
is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms. Disclosure
controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed by us in reports we file or submit under the Exchange Act is accumulated and communicated to our management,
including our Principal Executive Officer and Principal Financial Officer, or persons performing similar functions, as
appropriate to allow timely decisions regarding required disclosure. In designing and evaluating the disclosure controls and
procedures, management recognizes that any controls and procedures, no matter how well designed and operated, can provide
only reasonable assurance of achieving the desired control objectives, and management is required to apply its judgment in
evaluating the cost-benefit relationship of possible controls and procedures.

Under the supervision and with the participation of our management, including our Chief Executive Officer and our
Principal Financial Officer, we carried out an evaluation of the effectiveness of our disclosure controls and procedures as of the
end of the period covered by this report pursuant to Rule 13a-15(b) and Rule 15d-15(b) of the Exchange Act. Based on this
evaluation, our Chief Executive Officer and our Principal Financial Officer concluded that our disclosure controls and
procedures were effective at the reasonable assurance level as of December 31, 2021.

Management's Report on Internal Control Over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting, as such
term is defined in Exchange Act Rule 13a-15(f). Our internal control over financial reporting includes those policies and
procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of our assets; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with U.S. generally accepted accounting principles (“GAAP”), and that our receipts and
expenditures are being made only in accordance with authorizations of our management and directors; and (iii) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of our assets that
could have a material effect on our financial statements.

Internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements prepared for external purposes in accordance with GAAP. Because of its
inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Our management has assessed the effectiveness of our internal control over financial reporting as of December 31, 2021,
based on the framework in Internal Control-Integrated Framework (2013) issued by the Committee of Sponsoring
Organizations of the Treadway Commission (“COSO”). Our management has concluded that our internal control over financial
reporting was effective as of December 31, 2021.

Changes in Internal Control Over Financial Reporting

We continually assess the adequacy of our internal control over financial reporting and make improvements as deemed
appropriate. There have been no changes in internal control over financial reporting, during the three months ended
December 31, 2021 that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.

77



Item 9B. Other Information
Entry into Material Definitive Agreement (Information Required Under Item 1.01 of Form 8-K):

On April 14, 2022 (the “Effective Date”), the Company entered into a Financing Agreement (the “Credit Facility””) among
the Company, as borrower, each of its wholly-owned subsidiaries as subsidiary guarantors (the “Guarantors”), the lenders party
thereto from time to time (the “Lenders”) and Blue Torch Finance LLC, as administrative agent and collateral agent for the
Lenders (the “Agent”). The Credit Facility provides for, among other things, a term loan in the aggregate principal amount of
$31.5 million (the “Term Loan”). The proceeds of the Term Loan will be used (i) if necessary, to satisfy any final judgement in
the CA Attorney General lawsuit, and (ii) thereafter, to fund the working capital of the Company and the Guarantors.

Subject to the terms of Credit Facility, the Term Loan bears interest at a rate per annum equal to LIBOR plus 9.0%,
payable monthly. The principal amount of the Term Loan will be repayable in equal quarterly installments of $393,750
beginning June 30, 2023 and through March 31, 2025, with the remaining unpaid principal amount of the Term Loan, and all
accrued and unpaid interest thereon, due and payable on the maturity date of April 14, 2025.

The Credit Facility provides for a guaranty by the Guarantors of all of the obligations of the Company, including the
payment when due of all principal, interest, fees, expense reimbursements, indemnifications and all other obligations under the
Credit Facility (collectively, the “Obligations”). In connection with the Credit Facility, the Company and the Guarantors entered
into a Security Agreement with the Agent (the “Security Agreement”), pursuant to which they each granted to Agent, for the
benefit of the Agent and the Lenders, a first priority security interest in, and lien upon, substantially all of the assets and
properties now owned or hereinafter acquired by the Company and the Guarantors to secure the Obligations.

The Credit Facility contains customary representations, warranties, affirmative and negative covenants (including
financial covenants), and indemnification provisions in favor of the Agent and the Lenders. The financial covenants include a
minimum cash flow covenant that takes effect six months following the Effective Date and that is to be tested on a monthly
basis for the trailing twelve month period, a minimum liquidity covenant that requires the Company to maintain unrestricted
cash on hand at all times of at least $7.5 million (inclusive of any proceeds of the Term Loan in excess of the amounts used to
satisfy any final judgment in the CA Attorney General lawsuit, and minimum revenue covenants applicable to each of the
Company’s Fullstack Academy, LLC and TutorMe, LLC subsidiaries and that are to be tested on a monthly basis beginning
June 30, 2022 for the trailing twelve month period. The negative covenants include restrictions on the ability to, among other
things, incur liens and indebtedness, sell assets, make dividends or other distributions, enter into transactions with affiliates, or
make loans or investments, in each case, subject to certain exceptions. The Credit Facility also includes certain customary
events of default, including, without limitation, payment defaults, representation or warranty inaccuracies, covenant violations,
cross-defaults to other agreements evidencing indebtedness for borrowed money, invalidity of certain loan documents relating
to the Credit Facility, certain judgments, bankruptcy and insolvency events and the occurrence of events constituting a change
of control. The Company will be required to make mandatory prepayments under certain circumstances, and will have the
option to make prepayments under the Credit Facility, in each case subject to a prepayment premium equal to (i) if such
prepayment occurs on or prior to the first anniversary of the Effective Date, zero, (ii) if such prepayment occurs after the first
anniversary and on or prior to the second anniversary of the Effective Date, 103% of the aggregate principal amount of the
Term Loan then outstanding, and (iii) if such prepayment occurs after the second anniversary, 106% of the aggregate principal
amount of the Term Loan then outstanding. The Lenders are entitled to accelerate repayment of all or any portion of the Term
Loan then outstanding upon the occurrence, and in certain instances the continuance, of any events of default under the Credit
Facility.

In connection with the execution of the Credit Facility, the Company paid fees and expenses to the Agent and the Lenders,
including a closing fee equal to 5.0% of the aggregate principal amount of the Term Loan on the Effective Date. In addition, the
Company is required to pay (i) a non-refundable loan servicing fee of $250,000, payable on the Effective Date and on each
anniversary thereof that occurs prior to the date on which all of the Obligations are paid in full in cash and the commitments of
the Lenders are terminated (the “Termination Date”), and (ii) a non-refundable anniversary fee in an amount equal to 1.5% of
the aggregate principal amount of the Term Loan on the Effective Date payable on each of (i) the Termination Date, (ii) the first
anniversary of the Effective Date provided that the Termination Date has not occurred prior to such date, and (iii) on the second
anniversary of the Effective Date provided that the Termination Date has not occurred prior to such date

The foregoing description of the Credit Facility and the Security Agreement does not purport to be complete and is
qualified in its entirety by reference to the full text of the Credit Facility and the Security Agreement, copies of which will be
timely filed as an exhibit to an upcoming periodic report in accordance with applicable rules and regulations of the Securities
and Exchange Commission.
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Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant
(Information Required Under Item 2.03 of Form 8-K)

See disclosure provided under “Entry into a Material Definitive Agreement” above.
Unregistered Sale of Equity Securities (Information Required Under Item 3.02 of Form 8-K).

In connection with the Credit Facility, the Company issued warrants (the “Warrants”) to the Lenders to purchase at any
time or from time to time on or after the date that is six months from the Effective Date, at an exercise price of $0.01 per share,
such number of shares of common stock of the Company as equals 5.0% of the outstanding fully-diluted shares of common
stock of the Company as of the issuance date. The number of shares issuable upon exercise of each Warrant is subject to
increase if the Company issues or sells any shares of common stock, common stock equivalents, options or convertible
securities for a consideration per share (including upon exercise, exchange or conversion) of less than the exercise price. The
Warrants will expire ten years after the issuance date and will be exercisable on a cash basis or, at the election of the holder, on
a cashless basis. Notwithstanding the foregoing, in the event that all of the Obligations are paid in full in cash before the
Effective Date, each Warrant will be canceled and terminated in its entirety and be of no further force or effect.

The issuance of the Warrants is being made in reliance on the exemption from the registration requirements of the
Securities Act provided by Section 4(a)(2) of the Securities Act in that the transaction was by an issuer not involving any public
offering. At issuance, the recipients of the Warrants represented that they are “accredited investors” and represented their
intentions to acquire the securities for investment only and not with a view to or for sale in connection with any distribution
thereof. The shares of the Company’s common stock issuable upon exercise of the Warrants have not been registered under the
Securities Act or the securities laws of any state or other jurisdiction, and may not be offered or sold in the United States absent
registration or an applicable exemption from the registration requirements of the Securities Act and such other jurisdictions.

The Company did not pay or give, directly or indirectly, any commission or other remuneration, including underwriting
discounts and commissions, in connection with the issuance of the Warrants.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections.

Not applicable.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance
Information about our Executive Officers

Our executive officers are appointed by, and serve at the discretion of, the Board. Each executive officer is a full-time
employee of Zovio. The names of our current executive officers, their ages as of December 31, 2021, titles and biographies are
set forth below:

Name Age Position

Randy J. Hendricks 65 Chief Executive Officer

Kevin S. Royal 57 Executive Vice President/Chief Financial Officer

Steven R. Burkholder 43 Vice President, Chief Accounting Officer and Corporate Controller
Vickie L. Schray 61 Executive Vice President and Chief External Affairs Officer

John W. Semel 51 Executive Vice President/Chief Strategy Officer

Christopher L. Spohn 61 Executive Vice President of Operations

Randy J. Hendricks has served as the Chief Executive Officer and a director of our company since December 2021. Mr.
Hendricks has over 30 years of executive experience and a proven track record leading enterprise-wide transformation through
focused execution, in challenging and highly competitive market segments with companies looking to re-establish growth. Mr.
Hendricks brings a global perspective and a keen knowledge of different markets and cultures, through previous operating roles
when based in London, Tokyo, and Madrid. Mr. Hendricks' experience includes over 20 years working with clients in higher
education institutions assisting them to advance their academic and research missions. Prior to joining Zovio, Mr. Hendricks
was a Senior Executive at the Huron Consulting Group. Before joining Huron, Mr. Hendricks served as President of Education
& Government at Workday. Mr. Hendricks held multiple senior leadership roles in IBM’s Global Business Services unit, both
in the U.S. and internationally. Mr. Hendricks also serves as a board member for several technology companies. Mr. Hendricks
holds a B.S. in Industrial Administration with a minor in Computer Science from Iowa State University. Mr. Hendricks
obtained his CPA after taking advanced accounting courses at the University of Illinois.

Kevin S. Royal joined us in October 2015 and serves as our Executive Vice President/Chief Financial Officer. Mr. Royal
resigned from his position from October 2017 to April 2018 for personal reasons unrelated to the Company. Prior to joining us,
Mr. Royal was Senior Vice President, Chief Financial Officer, Treasurer and Secretary of Maxwell Technologies, Inc., a
developer, manufacturer and marketer of energy storage and power delivery solutions from April 2009 to May 2015. From May
2005 until April 2009, Mr. Royal was Senior Vice President and Chief Financial Officer of Blue Coat Systems, Inc., a
previously Nasdag-listed developer and provider of application delivery network technology. From December 1996 until May
2005, Mr. Royal held a series of senior finance positions, culminating with his appointment as vice president and chief financial
officer of Novellus Systems, Inc., an S&P 500 company that manufactures, markets and services semiconductor capital
equipment. Before Mr. Royal joined Novellus, he spent 10 years with Ernst & Young LLP, where he became a certified public
accountant. Mr. Royal received his Bachelor of Business Administration from Harding University.

Steven R. Burkholder has served as our Vice President, Chief Accounting Officer and Corporate Controller since June
2017. Mr. Burkholder previously served as our Associate Vice President, Assistant Controller from September 2012. Prior to
joining us, Mr. Burkholder served in various roles at PricewaterhouseCoopers LLP, a public accounting firm, from September
2001 to September 2012, culminating in his appointment as Senior Manager in June 2011. As Senior Manager, he led
engagement teams including audit, information technology, valuation and tax professionals. Mr. Burkholder received his
Bachelor of Science in Business Accounting with honors from the University of Minnesota - Carlson School of Management
and his Masters in Business Administration from Ashford University, and is a certified public accountant.

Vickie L. Schray joined us in January 2011 and currently serves as our Executive Vice President, Chief External Affairs
Officer. Prior to Ms. Schray’s current appointment in September 2018, Ms. Schray also served as Executive Vice President,
Regulatory Affairs and Public Policy since October 2016, as well as our Senior Vice President, Regulatory Affairs and Public
Policy and also as our Vice President Regulatory Affairs. Ms. Schray has over 20 years of experience in postsecondary
education and has worked at the federal, state and institutional level. From 1998 to 2010, Ms. Schray served in various
leadership positions with the U.S. Department of Education, including Acting Deputy Assistant Secretary in the Office of
Postsecondary Education, Senior Policy Analyst in the Office of the Under Secretary, and as the Deputy Director for the
Secretary of Education’s Commission on the Future of Higher Education. Before her work with the Department of Education,
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Ms. Schray consulted for the National School-to-Work Opportunities Office and was Deputy Director of the National Skill
Standards Board. Ms. Schray earned an M.S. at Portland State University and a B.S. at Oregon State University.

John W. Semel joined us in March 2019 and has served as our Executive Vice President, Chief Strategy Officer since that
time. Mr. Semel was interim Chief Strategy Officer of Mood Media, an international in-store customer engagement company,
from 2018 to 2019. At Mood Media, Mr. Semel drove strategic planning, strategic partnerships, and product development for
new revenue sources. Prior to joining Mood Media, Mr. Semel served as the Chief Strategy Officer of John Wiley and Sons, a
global leader in research and education, focusing on publishing, platforms and services for researchers, learners, universities,
and corporations, from 2009 to 2017. At John Wiley and Sons, Mr. Semel helped build Wiley Solutions, its online education
business. Over his career, Mr. Semel has held senior strategy and principal investment roles at MTV Networks, The Hearst
Corporation, Everger Investment Associates, and PRIMEDIA. Mr. Semel began his career at J.P. Morgan and Company as an
analyst and then an associate in Equity Capital Markets and Syndicate before moving on to High Yield Capital Markets and
Syndicate. Mr. Semel received his B.A. from Brown University and his M.B.S. from Harvard Business School.

Christopher L. Spohn has served as our Executive Vice President of Operations since April 2020. From March 2021 to
December 2021, Mr. Spohn also served on an interim basis as a member of the Office of the CEO. Mr. Spohn has over 20 years
of leadership and operations experience in the online higher education and technology services industries. Mr. Spohn was most
recently the President of Rocky Mountain College of Art & Design, a for-profit art and design school, since 2017. At Rocky
Mountain, Mr. Spohn drove the re-engineering of all operations related to the institution, while planning and directing all
programs and services of the institution. From 2015 to 2016, Mr. Spohn served as Chief Executive Officer (Acting Campus
Director) of Gnomon School for Visual Effects, Animation & Game Design, overseeing all school operations. Mr. Spohn also
served as a member of the board of directors for Gnomon School from 2013 to 2016. From 2012 to 2015, Mr. Spohn served as
President of WebWise Education, LLC, an online tutoring company, facilitating all business operations for the company. From
2011 to 2012, Mr. Spohn served as Chief Executive Officer of Higher Education Online, a United Kingdom-based education
company, overseeing the start-up operations for the company. From 2004 to 2010, Mr. Spohn served as our Chief Admissions
Officer, focusing on all operations related to recruiting, business development, and quality assurance. Mr. Spohn received his
Bachelor of Arts from Azusa Pacific University and has completed the CORO Public Affairs Executive Leadership Program.

None of our executive officers has any family relationships with any of our other executive officers or directors. There
currently are no legal proceedings, and during the past ten years there have been no legal proceedings, that are material to the
evaluation of the ability or integrity of any of our executive officers.

Information about our Board of Directors

The names, ages as of December 31, 2021, and certain information regarding each member of the Board, are set forth
below. The following information has been furnished to us by the directors.

Teresa S. Carroll, age 56, has served as a director of our company since March 2018. Ms. Carroll is a former President for
Kelly Services, Inc. and Oasis, a Paychex Company. Ms. Carroll is also a board member for Bayada, a home healthcare
company and ProUnlimited, a contingent workforce management company. Ms. Carroll earned a B.S. from the G.M.I.
Engineering and Management Institute (now Kettering) and an M.B.A. from the University of Michigan. Ms. Carroll brings to
the Board deep understanding of operational and talent challenges in various industries gained through her experience driving
strategy, operations, sales, marketing and human resources for large public companies.

Michael P. Cole, age 49, has served as a director of our company since January 2020. Mr. Cole currently serves as Chief
Executive Officer of SevenSaoi Capital (pronounced “7C”), an investment management since March 2016, and Chief Financial
Officer of eMed LLC, a digital healthcare company since December 2021. Previously, Mr. Cole served as President of
MAEVA Group, a turnaround-oriented merchant bank and was also with Madison Dearborn Partners, a Chicago-based private
equity firm that manages $23 billion in equity capital, for nearly 17 years, retiring as Managing Director. Mr. Cole does not
currently serve on any other public boards, but has previously served on the boards of Univision Communications, Inc., Merge
Healthcare Inc., MetroPCS Communications and The Topps Company, among others. Mr. Cole also worked in a senior-level
role on Madison Dearborn’s investments in technology-enabled service companies such as Intelsat, Ltd. and X.M. Satellite
Radio. Mr. Cole received his A.B. degree from Harvard College. Mr. Cole brings to the Board a deep knowledge of business
and strategic planning, as well as expertise in the areas of finance and accounting, corporate governance and risk management.

Ryan D. Craig, age 49, has served as a director of our company since November 2003. Mr. Craig is a founding partner of
Achieve Partners, a private equity firm focused on investing at the intersection of education and employment. Prior to that, he
was the founding partner of University Ventures, a private equity firm focused on innovation from within higher education.
From 2004 to 2010, he was the founder and President of Wellspring, an organization providing treatment programs for
overweight and obese adolescents. From 2001 to 2004, Mr. Craig was an Associate at Warburg Pincus in the education sector.
From 1999 to 2001, Mr. Craig served as Vice President Business Development for Fathom, a consortium of universities,
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museums and libraries. From 1994 to 1996, he worked as a consultant with McKinsey & Company. Mr. Craig earned a B.A.
from Yale University and a J.D. from Yale Law School. Mr. Craig currently serves on the boards of seven privately held
companies. Mr. Craig brings to the Board extensive expertise in the postsecondary education sector and a long history with our
business, which enables him to provide key strategic vision.

Randy J. Hendricks, age 65, has served as the Chief Executive Officer and a director of our company since December
2021. Mr. Hendricks has over 30 years of executive experience and a proven track record leading enterprise-wide
transformation through focused execution, in challenging and highly competitive market segments with companies looking to
re-establish growth. Mr. Hendricks brings a global perspective and a keen knowledge of different markets and cultures, through
previous operating roles when based in London, Tokyo, and Madrid. Mr. Hendricks' experience includes over 20 years working
with clients in higher education institutions assisting them to advance their academic and research missions. Prior to joining
Zovio, Mr. Hendricks was a Senior Executive at the Huron Consulting Group. Before joining Huron, Mr. Hendricks served as
President of Education & Government at Workday. Mr. Hendricks held multiple senior leadership roles in IBM’s Global
Business Services unit, both in the U.S. and internationally. Mr. Hendricks also serves as a board member for several
technology companies. Mr. Hendricks holds a B.S. in Industrial Administration with a minor in Computer Science from lowa
State University. Mr. Hendricks obtained his CPA after taking advanced accounting courses at the University of Illinois.

Michael B. Horn, age 42, has served as a director of our company since August 2017. Mr. Horn currently serves as the
owner of Horn-Ed LLC, serving as Board Member, advisor, and consultant to a portfolio of education companies. Mr. Horn has
also been a Venture Partner for Nextgen Venture Partners since 2017. Mr. Horn served as the Chief Strategy Officer and Senior
Partner at The Entangled Group and Entangled Solutions from October 2015 to May 2020, and as Co-Founder, Distinguished
Fellow, and Board Member of Clayton Christensen Institute for Disruptive Innovation since October 2015. The Entangled
Group was acquired in May 2020 by Guild Education, where Mr. Horn now serves as a senior strategist. Previously, Mr. Horn
served as Co-Founder and Executive Director, Education, of the Clayton Christensen Institute for Disruptive Innovation from
2007 through October 2015. Mr. Horn earned a B.A. in History from Yale University and an M.B.A. from Harvard Business
School. Mr. Horn brings to the Board significant expertise in innovation across sectors with a deep focus on innovation and
quality assurance in higher education and its strategic and organizational implications.

Ron Huberman, age 50, has served as a director of our company since March 2021. Mr. Huberman currently serves as the
Chief Executive Officer of Benchmark Analytics, a provider of enterprise human capital management software and learning
management. Mr. Huberman was a Senior Advisor for PeopleAdmin, a human capital software company, from 2016 to 2018.
Mr. Huberman was also the Founder and Executive Board Chair for TeacherMatch from 2012 to 2016, which provides online
predictive hiring tools for the K-12 market. Mr. Huberman has also held executive roles at Prairie Capital as well as within the
Chicago Public Schools, Chicago Transit Authority, Chicago Office of the Mayor and Chicago Police Department. Mr.
Huberman earned his B.A. from the University of Wisconsin and both his M.A. and M.B.A. from the University of Chicago.
Mr. Huberman currently serves on the boards of Benchmark Analytics, Learner's Edge and Right-at-School. Mr. Huberman
brings to the Board a deep knowledge of business and a special focus on human capital management.

John J. Kiely, age 63, has served as a director of our company since July 2019. Mr. Kiely currently serves as a director for
Amneal Pharmaceutical and Covis Group Pharmaceutical. Mr. Kiely retired from PricewaterhouseCoopers LLP in 2019.
During his 39-year career, he had significant leadership roles, including Assurance Chief Quality Officer, Assurance Leader of
the Private Equity Sector, and Leader of the U.S. Pharmaceutical Industry. Additionally, he had extensive experience working
with Fortune 500 companies and Private Equity portfolio companies. Mr. Kiely earned a B.A. from St. Francis University (Pa)
and is a certified public accountant. Mr. Kiely brings to the Board a deep knowledge of business, as well as expertise in the
areas of finance and accounting, corporate governance and strategic planning.

Kirsten M. Marriner, age 49, has served as a director of our company since March 2018. Ms. Marriner is the Executive
Vice President - Chief People and Corporate Affairs Officer of the Clorox Company, a position she has held since March 2016.
Prior to joining the Clorox Company, she served as senior vice president and chief human resources officer at Omnicare, from
2013 to 2015. She served in various leadership roles, including as senior vice president, director of talent management and
development at Fifth Third Bank, from 2004 to 2013. She has held human resources leadership roles at KeyCorp and worked in
the human capital consulting practices at Deloitte and KPMG. Ms. Marriner earned a B.S. in Industrial/Organizational
Psychology from John Carroll University and an M.B.A. from Cleveland State University. Ms. Marriner brings to the Board her
executive leadership experience with Fortune 500 companies across various industries and expertise on culture, talent and
succession, and environmental, social and governance leadership.

Victor K. Nichols, age 65, has served as a director of our company since September 2014. Mr. Nichols was an independent
advisor to Harland Clarke Holdings, a portfolio of companies optimizing customer relationships through a broad variety of
omni-channel solutions, from June 2019 to December 2019, and was previously the Chairman of Harland Clarke Holdings. Mr.
Nichols also served as the Chief Executive Officer of Harland Clarke Holdings from January 2017 until December 2018. Prior
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to this role, Mr. Nichols served as the Chief Executive Officer of Valassis, a wholly-owned subsidiary of Harland Clarke
Holdings. He has also served as Chief Executive Officer for North America at Experian, a global leader in data and analytics
based information systems, and the Managing Director U.K. and EMEA at Experian. In addition, Mr. Nichols has held strategic
roles as Chief Information Officer for Wells Fargo & Company, and Chief Executive Officer of Vicor, a company delivering
advanced corporate receivables management solutions. His experience also includes serving as the President of Safeguard
Business Systems, and various senior leadership positions at Bank of America, managing the consumer lending business and
retail operations. Mr. Nichols currently serves on the boards of Bank of Hawaii Corporation, Revlon Inc. and Make-A-Wish,
International, and previously served on the board of Harland Clarke Holdings. Mr. Nichols holds a B.A. in Economics from the
University of California, San Diego, and an M.B.A. from the University of California, Berkeley. Mr. Nichols brings to the
Board extensive business and leadership experience across multiple industries, including finance, marketing, technology and
data analytics, which enables him to provide key operational and management perspective.

George P. Pernsteiner, age 73, has served as a director of our company since August 2017. Mr. Pernsteiner has over 28
years of experience serving in several leadership posts in the post-secondary education system. From September 2013 through
August 2017, he served as President of the State Higher Education Executive Officers Association, which represents
chancellors and commissioners of higher education from every state. Mr. Pernsteiner also served as Chancellor of the Oregon
University System from July 2004 through May 2013. Mr. Pernsteiner has a B.A. in Political Science from Seattle University
and an M.P.A. from the University of Washington in Public Administration. Mr. Pernsteiner brings to the Board his broad
experience in managing universities and in developing and advancing education policies and practices.

John S. Wilson, age 64, has served as a director of our company since March 2021. Mr. Wilson is a visiting scholar at the
Harvard Business School, and is currently on leave from the Board of Overseers at Harvard University. Mr. Wilson was
previously a Senior Advisor to the President of Harvard from April 2018 to September 2020, and the President in Residence to
the Harvard School of Education from August 2017 to April 2018. Prior to that, Mr. Wilson also served as the President of
Morehouse College from 2013 to 2017. Additionally, Mr. Wilson served as the Executive Director of the White House
initiative on Historically Black Colleges and Universities (HBCUs) from 2009 to 2013. Mr. Wilson has also held Executive
Dean and Associate Professor roles at the George Washington University, as well as Director positions at the Massachusetts
Institute of Technology (MIT). Mr. Wilson earned his B.A. from Morehouse College and a Masters in Education and Masters in
Theological Studies from Harvard. Mr. Wilson also earned his Doctorate in Education from Harvard Graduate School of
Education. Mr. Wilson brings to the Board his vast experience in the higher education industry and governmental policy.

Leadership Structure of the Board of Directors
Pursuant to our bylaws and Corporate Governance Guidelines, the Board has the following general leadership structure:

*  The positions of Chief Executive Officer and Chairman of the Board are separate, but may be held by the same
individual. The position of Chief Executive Officer is currently held by Mr. Hendricks. The position of Chairman of
the Board is currently held by Mr. Pernsteiner. From March 31, 2021 through December 6, 2021, Mr. Pernsteiner,
was deemed not to be independent due to his interim service as a member of the Office of the CEO.

*  The Chairman of the Board presides at meetings of the Board and, so long as the Chairman of the Board is an
independent director, also presides at executive sessions of the non-management and/or independent directors. The
Company’s current Chairman of the Board.

»  The Chief Executive Officer and the Chairman of the Board jointly establish the agenda for each meeting of the
Board, though any director may request the inclusion of items on the agenda.

»  Ifthe Chairman of the Board is not an independent director, the independent directors will appoint one independent
director to serve as “lead independent director.” In that scenario, the lead independent director will preside at
executive sessions of the non-management and/or independent directors, preside at meetings of the Board in the
absence of the Chairman of the Board, review agendas for meetings of the Board with the Chief Executive Officer
and Chairman of the Board, and assume such other functions as the Board may deem appropriate.

The Board has determined that this leadership structure, specifically the separation of the Chief Executive Officer and
Chairman of the Board positions, is appropriate for our company because, in the judgment of the Board, an independent
Chairman of the Board (or lead independent director, if the Chairman of the Board is not an independent director) is best
positioned to express to management the views of the Board (and, particularly, the independent directors) and to provide
constructive feedback to the Chief Executive Officer regarding management’s performance. Mr. Nichols was the lead
independent director from March 31, 2021 through December 6, 2021. Mr. Pernsteiner is the lead independent director
following the hiring of Mr. Hendricks in December 2021.
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Our Corporate Governance Guidelines are available on our website at http://www.zovio.com under “Investors -
Governance.”

Board Committees

The Board has an Audit Committee, a Compensation Committee, a Nominating and Governance Committee and an M&A
Oversight Committee. These committees operate under written charters, which are available on our website at http://
www.zovio.com under “Investors - Governance.” The Board has determined that all members of these committees satisfy the
applicable independence requirements under Nasdaq rules. The members of the committees are identified in the table below.

Nominating and

Compensation Governance M&A Oversight

Director Audit Committee Committee Committee Committee
Teresa Carroll Member — — —
Michael Cole — Member — Member
Ryan Craig Member — Chair Chair
Michael Horn — — Member —
Ron Huberman Member — — —
John Kiely Chair — Member —
Kirsten Marriner — Member — —
Victor Nichols Member Chair — Member
George Pernsteiner — Member — Member
John Wilson — — Member —

() Mr. Pernsteiner did not serve on the Compensation Committee during his service in the Office of the CEO.

The Audit Committee is responsible primarily for overseeing (i) the services provided by our independent registered
public accounting firm, (ii) the integrity of our financial statements and internal control over financial reporting, and (iii) risk
management, internal audit and our compliance with legal and regulatory requirements. Mr. Kiely, the Chair of the Audit
Committee, has been determined by the Board to be an audit committee financial expert. The Audit Committee held eight
meetings in 2021.

The Compensation Committee is responsible primarily for evaluating and approving all compensation plans, policies and
programs as they affect our executive officers, administering our equity compensation plans, and reviewing the compensation
of the Board. The Compensation Committee held fifteen meetings in 2021.

The Nominating and Governance Committee is responsible primarily for identifying, evaluating and recommending to the
Board, nominees for election or appointment to the Board and committees of the Board, evaluating the performance and
independence of the Board and of individual directors, and evaluating the adequacy of our corporate governance practices. The
Nominating and Governance Committee held five meetings in 2021.

The M&A Oversight Committee is responsible primarily for evaluating strategies for near-term and long term value and
considering other strategic transactions involving the Company, including but not limited to a business combination transaction,
a sale of an entity, or recapitalization or similar transaction. The M&A Oversight Committee held seven meetings in 2021.

Meetings of the Board of Directors and Board Committees

The Board has regularly scheduled meetings quarterly, and holds additional meetings as needed. The committees of the
Board meet quarterly and hold additional meetings as needed. Our independent directors hold executive sessions without
management present at least once per quarter. During 2021, the Board held thirteen meetings.

Each director who served during 2021 attended at least 75% of the aggregate number of meetings held by the Board and
all applicable committees of the Board during the period that he or she served. Members of the Board of Directors traditionally
attend our annual meetings of stockholders. In 2021, all directors who served during 2021 attended the Annual Meeting of
Stockholders, held virtually.

Role of the Board of Directors in Risk Oversight

Management is responsible for day-to-day risk management at our company. The role of the Board is to provide oversight
of the processes designed to identify, assess and monitor key risks and risk mitigation activities. The Board fulfills its risk
oversight responsibilities through (i) a robust Enterprise Risk Management process that incorporates the views on risk of
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employees of all levels in their areas and culminates in a board presentation on key risks and mitigation strategies each quarter,
(ii) the receipt of reports directly from managers responsible for the management of particular business risks and (iii) the receipt
of reports from each committee chair regarding such committee’s oversight of specific risk topics.

Delegation of Risk Oversight

The Board has delegated oversight of specific risk areas to its committees. For example, the Audit Committee is tasked
with overseeing risk management at our company with respect to financial matters and the adequacy of our internal control over
financial reporting. Pursuant to its charter, the Audit Committee is required, among other things, to discuss with management
our policies with respect to risk assessment and risk management, including guidelines and procedures to govern the process by
which risk assessment and risk management are handled, and to review our major risk exposures and the steps management has
taken to monitor, control and report such exposures. The Audit Committee typically has these discussions with management at
least once per quarter, and the Chair of the Audit Committee subsequently reports on these discussions to the full Board.
Similarly, the Compensation Committee assists the Board in overseeing risks arising from our compensation policies and
practices, and the Nominating and Governance Committee assists the Board in overseeing risks associated with corporate
governance, director and executive officer succession planning, board membership and board structure. The Board then
discusses significant risk management issues with the Chief Executive Officer and other members of the management team and
recommends appropriate action.

Code of Ethics

We have adopted a written Code of Ethics applicable to the Board and our officers and employees, including our principal
executive officer, principal financial officer and principal accounting officer, in accordance with the rules of Nasdaq and the
SEC. The Code of Ethics is available on our website at http://www.zovio.com under “Investors - Governance.”

Director Compensation

The following table presents compensation information for our non-employee directors for 2021. Compensation for each
Messrs. Hendricks, Pernsteiner and Clark is presented in the Summary Compensation Table below and the related explanatory
tables. Mr. Clark, prior to his separation from our company, did not receive any additional compensation for his services as a
director.

Fees Earned or Stock Awards

Name Paid in Cash ($) $)1) Total ($)

Teresa Carroll 60,000 69,743 129,743
Michael Cole 90,000 69,743 159,743
Ryan Craig 95,000 69,743 164,743
Michael Horn 55,000 69,743 124,743
Ron Huberman 45,000 76,590 121,590
John Kiely 90,500 69,743 160,243
Kirsten Marriner 65,000 69,743 134,743
Victor Nichols 102,500 69,743 172,243
George Pernsteiner 126,875 140,704 267,579
John Wilson 41,250 76,590 117,840

(1) Represents the grant date fair value of the restricted stock unit award, computed in accordance with FASB ASC Topic 718. The
valuation methodology used to calculate this amount is discussed in Note 17, “Stock-Based Compensation,” to our annual consolidated
financial statements for the year ended December 31, 2021, which are included in Item 8 of this Annual Report on Form 10-K for the
year ended December 31, 2021.
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The following table presents the total number of shares subject either to unreleased RSUs or to vested exercisable options,
for each non-employee director as of December 31, 2021.

Number of Unreleased Number of Vested

Director RSUs Exercisable Options

Teresa Carroll 19,472 —
Michael Cole 30,577 —
Ryan Craig 16,410 32,714
Michael Horn 16,410 —
Ron Huberman 31,370 —
John Kiely 34,120 —
Kirsten Marriner 19,472 —
Victor Nichols 16,410 28,034
George Pernsteiner 36,860 —
John Wilson 31,370 —

The following table presents our non-employee director compensation program. The Compensation Committee reviews
director compensation annually, including fees, retainers and equity compensation, as well as total compensation, and makes
recommendations to the Board regarding the compensation program. In 2021, the Compensation Committee worked with Pay
Governance, LLC (“Pay Governance) compensation consultants, in determining appropriate changes to director compensation.

Annual Cash Annual Equity
Position Retainer ($) Award ($)
Continuing Director 50,000 85,000 (3)
Board of Directors Chair 50,000 (1) —
Audit Committee Chair 15,000 (2) —
Compensation Committee Chair 10,000 (2) —
Nominating and Governance Committee Chair 5,000 (2) —
CEO Search Committee Chair 3,000 (2) —
Audit Committee Member 10,000 —
Compensation Committee Member 7,500 —
Nominating and Governance Committee Member 5,000 —
CEO Search Committee Member 7,500 —
M&A Oversight Committee Member 25,000 —

(1)  The annual cash retainer for serving as board chair is to be paid in addition to the annual cash retainer for board membership.
(2)  The annual cash retainer for serving as committee chair is to be paid in addition to the annual cash retainer for committee membership.

(3) The annual equity award was comprised of restricted stock unit awards. The annual restricted stock units vest in full on the first
anniversary of the date of grant, subject to the continuing service of the director. Upon initial election to the Board, directors receive an
initial grant of $85,000 of restricted stock units that vest over four years on the anniversary date of the grant, subject to the continuing
service of the director.
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Item 11. Executive Compensation

SUMMARY COMPENSATION TABLE

The following table summarizes the total compensation earned by each of our named executive officers (“NEOs”) for
2021, 2020 and 2019.

Changes in
Pension Value
: and
Nlon-Eq.u ity Nonqualified
ncentive Deferred
Stock Option Plan Compensation All Other
Salary Bonus Awards Awards Compensation Earnings Compensation
Name and Principal Position Year 3 (&) 1) %) %03 %)) $(B5)(6) Total ($)
Randy Hendricks 2021 31,731 300,000 2,517,241 = — = 1,957 2,850,929
Chief Executive Officer —
George Pernsteiner 2021 392,829 100,000 140,705 — — — — 633,534
Chairman of the Board
Office of the CEO
Christopher Spohn 2021 657,892 — 750,140 — — — 59,698 1,467,730
EVP of Operations 2020 347,308 — 900,508 — 342,279 — 51,624 1,641,719
Office of the CEO —
Andrew Clark 2021 203,116 — — — — — 3,182,622 3,385,738
Former President and CEO (7) 2020 806,490 — 1,222,762 — 655,056 — 91,456 2,775,764
2019 776,620 — 2,486,860 — — — 1,064,969 4,328,449
Kevin Royal 2021 395,000 — 391,176 — — — 64,688 850,864
EVP, Chief Financial Officer 2020 410,192 — 382,699 — 183,244 — 69,027 1,045,162
2019 395,000 — 778,361 — — — 79,208 1,252,569
John Semel 2021 500,000 — 222,663 — 187,500 — 72,688 982,851
EVP, Chief Strategy Officer 2020 503,846 = 218,000 = 316,301 = 75,853 1,114,000
Diane Thompson 2021 526,683 — 221,419 — — — 72,881 820,983
Former General Counsel 2020 438,542 — 182,074 — 178,099 — 125,287 924,002
Office of the CEO 2019 422,300 = 370,347 = — = 110,712 903,359
Marc Brown 2021 160,000 — 173,665 — — — 431,796 765,461
Former Chief HR Officer
Matthew Hillman 2021 350,000 — 128,663 — — — 69,578 548,241
SVP, University Partnerships
Matt Mitchell 2021 294,200 — 162,282 = — - 28,603 485,085

General Counsel and Secretary

(1)  Represents the grant date fair market value of any RSUs, PSUs and MSUs awarded to the NEOs in each fiscal year, computed in
accordance with FASB ASC Topic 718. For the PSU and MSU awards, the grant date fair value of such awards at the time of grant was
based upon the probable outcome at the time of grant. The RSUs, PSUs and MSUs are further described under the “Grants of Plan-
Based Awards” and “Outstanding Equity Awards at Fiscal Year End” tables below. Assumptions used to calculate these amounts are
described in Note 17, “Stock-Based Compensation,” to our annual consolidated financial statements for the year ended December 31,
2021, which are included elsewhere in this Annual Report on Form 10-K.

(2) Represents the aggregate grant date fair value of stock option awards granted to the NEOs in each fiscal year, computed in each case in
accordance with FASB ASC Topic 718.

(3) Represents the performance-based cash awards earned in each fiscal year under the Company's Short Term Incentive Plan.
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(4)  There are no nonqualified deferred compensation earnings reflected in this column because no NEO received above-market or
preferential earnings on such compensation.

(5) Represents (i) payments for health, life and disability insurance premiums, (ii) medical expense reimbursements received under the
Senior Management Benefit Plan, (iii) 401(k) retirement savings plan (the “401(k) Plan”) matching contributions, (iv) reimbursement
for housing expenses and (v) nonqualified deferred compensation plan contributions (only to contribute the matching contributions we
would have made to the 401(k) Plan on the NEO’s behalf because the NEO’s contributions to the 401(k) Plan were required to be
reduced pursuant to applicable plan contribution limitations). Payments for health insurance premiums reflect the full amount paid on
behalf of the NEOs rather than the portion in excess of that paid for non-executives. For a breakdown of the amounts comprising the
“All Other Compensation” column, see the All Other Compensation Detail table below.

(6)  For Mr. Clark, our former CEO, the “All Other Compensation” column for 2019 includes certain relocation allowances.

(7)  As previously discussed, Mr. Clark separated from the Company effective March 31, 2021.

ALL OTHER COMPENSATION DETAIL

Health, Life and
. Disability Insurance Severance, Legal
Qualified Employer Deferred Premiums and Reimbursement, All Other

Retirement Plan Compensation Plan Medical Housing or Vacation ~ Compensation Total

Name Year Employer Match ($) Contributions ($) Reimbursements ($) Pay Out ($)
Randy Hendricks 2021 635 — 1,307 15 1,957
George Pernsteiner 2021 — — — — —
Christopher Spohn 2021 — — 44,456 15,242 59,698
2020 — — 28,800 22,824 51,624
Andrew Clark 2021 4,182 — 65,932 3,112,508 3,182,622
2020 8,550 — 66,497 16,409 91,456
2019 8,400 — 59,564 997,005 1,064,969
Kevin Royal 2021 — — 64,488 200 64,688
2020 — — 66,497 2,530 69,027
2019 — — 59,564 19,644 79,208
John Semel 2021 8,000 — 64,488 200 72,688
2020 7,923 — 66,497 1,433 75,853
Diane Thompson 2021 8,700 — 40,447 23,734 72,881
2020 8,550 — 41,605 75,132 125,287
2019 8,769 — 37,471 64,472 110,712
Marc Brown 2021 4,433 — 64,712 362,651 431,796
Matthew Hillman 2021 4,890 — 64,488 200 69,578
Matt Mitchell 2021 8,700 — 19,703 200 28,603
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GRANTS OF PLAN-BASED AWARDS

The following table provides information regarding grants of plan-based awards to each of our NEOs during 2021.

Alét(gzﬂer Grant
Estimated Future Payouts Under Estimated Future Payouts Under Awards: Date Fair
Non-Equity Incentive Plan Awards Equity Incentive Plan Awards Number of Value of
6)) () Shares of Stock
Grant Approval Threshold Maximum  Threshold Maximum Stock or Awards
Name Date Date ($) Target ($) ($) # Target (#) #) Units (#) 3)($)
Hendricks — — — — — — — — — —
12/6/21 12/1/21 — — — — — — 574,138 838,241
12/6/21 12/1/21 — — — 690,000 1,150,000 2,300,000 — 1,518,000
Pernsteiner — — — — — — — — — —
3/29/21 3/15/21 — — — — — — 16,410 69,743
4/7/21 4/7/21 — — — — — — 20,450 70,962
Spohn — — 301,875 603,750 1,207,500 — — = = =
4/7/21 4/7/21 — — — — — — 10,220 35,463
5/31/21 5/27/31 — — — — — — 111,490 262,002
5/31/21 5/27/31 — — — 115,500 192,500 385,000 — 481,250
Clark — — 388,310 776,620 1,553,240 — — — — —
Royal — — 108,625 217,250 434,500 — — — — —
5/31/21 5/27/31 — — — — — — 61,000 143,350
5/31/21 5/27/31 — — — 63,198 105,330 210,660 — 263,325
Semel — — 187,500 375,000 750,000 — — — — —
5/31/21 5/27/31 — — — — — — 34,750 81,663
5/31/21 5/27/31 — — — 36,000 60,000 120,000 — 150,000
Thompson — — 105,575 211,150 422,300 — — — — —
4/7/21 4/7/21 — — — — — — 10,220 35,463
5/31/21 5/27/31 — — — — — — 29,020 68,197
5/31/21 5/27/31 — — — 30,066 50,110 100,220 — 125,275
Brown — — 85,800 171,600 343,200 — — — — —
5/31/21 5/27/31 — — — — — — 27,100 63,685
5/31/21 5/27/31 — — — 28,080 46,300 93,600 — 117,000
Hillman — — 113,750 227,500 455,000 — — — — —
5/31/21 5/27/31 — — — — — — 20,080 47,188
5/31/21 5/27/31 — — — 20,802 34,670 69,340 — 86,675
Mitchell — — 57,680 115,360 230,720 — — — — —
5/31/21 5/27/31 — — — — — — 12,920 30,362
8/31/21 8/25/21 — — — — — — 12,330 31,811
5/31/21 5/27/31 — — — 13,380 22,300 44,600 — 55,750
8/31/21 8/25/21 — — — 11,094 18,490 36,980 — 50,663

(1)  The threshold, target and maximum amounts shown correspond to potential performance-based cash bonuses pursuant to the 2021 STI
Plan based upon the achievement of certain performance goals. The threshold, target and maximum amounts shown above assume
threshold, target and maximum achievement, respectively, for each of the weighted performance goals. For additional information
regarding the STI Plan, including the performance-based cash bonuses, performance targets and methodology for determining bonus
amounts, see “2021 Short Term Incentive Plan” below. Actual payouts to the NEOs under the 2021 STI Plan for achievement of the
2021 performance goals are reflected in the “Non-Equity Incentive Plan Compensation” column of the Summary Compensation Table
above.
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(2)  The target amount represents the PSU shares that the Compensation Committee awarded the NEOs. These PSUs also have minimum
and maximum amounts that each NEO could receive for achieving certain performance targets.

(3) Represents the grant date fair value of the respective RSU and PSU awards. The RSUs are calculated using closing market price on the
date of grant. The PSUs are calculated using the Monte Carlo value on the date of grant. As the PSUs are subject to a three-year
cumulative EBITDA target, with the total payout subject to an rTSR modifier, the amount included for future awards represent the
service inception date fair value multiplied by the target number of shares. The Monte Carlo fair value applied to the PSU awards
granted on May 31, 2021, August 31, 2021 and December 6, 2021, were $2.50, $2.74 and $1.32, respectively. Assumptions used to
calculate these amounts are further described in Note 17, “Stock-Based Compensation,” to our annual consolidated financial statements
for the year ended December 31, 2021, which are included elsewhere in this Annual Report on Form 10-K.

OUTSTANDING EQUITY AWARDS

The following table shows the number of shares of our common stock subject to outstanding stock options, RSUs, PSUs
and MSUs held by our NEOs as of December 31, 2021.

Outstanding Equity Awards at Fiscal Year End

Option Awards Stock Unit Awards
Equity
Equity Incentive
Incentive Plan Awards:
Securities Securities Market Plan Awards: Market or
. Number of value of all Number of  Payout Value of
underlying underlying . stock units  stock units Unearned Unearned
unexercised unexercised Option that have  that have Shares Shares
options (#) options (#) exercise  Option expiration  not vested  not vested that have not that have not
Name exercisable unexercisable  price ($) date # ) vested (#) vested (1)
Mr. Hendricks — — — — 574,138 729,155 (2) — —
— — — — — — 1,150,000 1,460,500 (3)
Mr Pernsteiner — — — — 16,410 20,841 (4) — —
— — — — 20,450 25972 (5) — —
Mr. Spohn — — — — 82,417 104,670 (6) — —
85,553 108,652 (7) —
— — — — 111,490 141,592 (8) — —
192,500 244,475 (9)
— — — — — — 192,500 244,475 (10)
Mr. Clark 122,750 — 24.75 3/30/22 (11)(12)
125,900 — 10.23 3/29/23 (11)(13) — — — —
114,230 — 14.50 3/29/24 (11)(14) — — — —
105,952 — 9.43 3/29/25 (11)(15) — — — —
100,270 — 10.59 3/29/26 (11)(16) — — — —
104,070 — 10.44 3/29/27 (11)(17) — — — —
— — — — — — 150,870 191,605 (20)
Mr. Royal — — — — 10,020 12,725 (21) — —
— — — — 31,854 40,455 (19) — —
— — — — 46,813 59,453 (7) — —
— — — — 61,000 77,470 (8) — —
— — — — — — 47,220 59,969 (20)
— — — — — — 105,330 133,769 (9)
— — — — — — 105,330 133,769 (10)
Mr. Semel — — — — 18,144 23,043 (19) — —
— — — — 26,666 33,866 (7) — —
— — — — 34,750 44,133 (8) — —
— — — — — — 26,900 34,163 (20)
— — — — — — 60,000 76,200 (9)
— — — — — — 60,000 76,200 (10)
Ms. Thompson 38,870 — 24.75 44,650 (11)(12) — — — —
31,470 — 10.23 45,014 (11)(13) — — — —
26,110 — 14.50 45,380 (11)(14) — — — —
25,198 — 9.43 45,745 (11)(15) — — — —
23,830 — 10.59 46,110 (11)(16) — — — —
24,730 — 10.44 46,475 (11)(17) — — — —
— — — — 6,772 8,600 (18) — —
— — — — 15,154 19,246 (19) — —
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— — — — 22,273 28,287 (7) — —

— — — — 29,020 36,855 (8) — —
Mr. Hillman — - — — 3,853 4,893 (22) — —
— — — — 20,080 25,502 (8) — —
o o o - _ . 8,670 11,011 (23)
_ _ _ _ _ _ 34,670 44,031 (10)
Mr. Mitchell 3,719 — 943 3/29/25 (11)(15) — — — —
— — — — 2,287 2,904 (18) — —
— — — — 6,744 8,565 (19) — —
— — — — 9,913 12,590 (7) — —
— — — — 12,920 16,408 (8) - —
— — — — 12,330 15,659 (24) — —
_ _ o - _ . 10,000 12,700 (20)
_ _ _ _ _ — 22,300 28,321 (9)
— — — — — — 22,300 28,321 (10)
_ _ _ _ _ — 18,490 23,482 (25)

(1)  The calculated value is based on the closing price of our common stock of $1.27 as reported by the Nasdaq on December 31, 2021.

(2) These RSUs were granted under the 2021 CEO Inducement Equity Incentive Plan on December 6, 2021 to Mr. Hendricks, and 33% of
the RSUs will vest and be delivered to Mr. Hendricks on each anniversary of the grant date, subject to Mr. Hendrick’s continuing
service with us through each such date.

(3) These PSUs were granted under the 2021 CEO Inducement Equity Incentive Plan on December 6, 2021 to Mr. Hendricks, and will be
eligible to vest and be delivered to Mr. Hendricks on the third anniversary of the grant date, subject to certain performance and market
criteria, and subject to Mr. Hendrick’s continuing service with us through each such date.

(4) These RSUs were granted under the 2009 Plan on April 7, 2021 to Mr. Pernsteiner, and 100% of the RSUs will vest and be delivered to
Mr. Pernsteiner on the one year anniversary of the grant date.

(5) These RSUs were granted under the 2009 Plan on March 31, 2021 to Mr. Pernsteiner, and 100% of the RSUs will vest and be delivered
to Mr. Pernsteiner on the one year anniversary of the grant date.

(6) These RSUs were granted under the 2009 Plan on May 7, 2020 to Mr. Spohn, and 25% of the RSUs will vest and be delivered to Mr.
Spohn on each anniversary of the grant date, subject to Mr. Spohn’s continuing service with us through each such date.

(7)  These RSUs were granted under the 2009 Plan on May 12, 2020, and 33% of the RSUs will vest and be delivered to the NEO on each
anniversary of the grant date, subject to the NEO’s continuing service with us through each such date.

(8)  These RSUs were granted under the 2009 Plan on May 31, 2021, and 33% of the RSUs will vest and be delivered to the NEO on each
anniversary of the grant date, subject to the NEO’s continuing service with us through each such date.

(9) These PSUs were granted under the 2009 Plan on May 12, 2020, and vesting is predicated on multiple factors, including a free cash
flow metric.

(10) These PSUs were granted under the 2009 Plan on May 31, 2021, and vesting is predicated on multiple factors, including a EBITDA
target and a relative TSR metric.

(11) These stock options vest as follows, subject to the NEO’s continued service with us: (i) 25% of the option vests on the first anniversary
of the vesting commencement date, (ii) an additional 2% of the option vests on each monthly anniversary of the vesting commencement
date for the 33 months following the first anniversary of the vesting commencement date and (iii) an additional 3% of the option vests
on each of the 46th, 47th and 48th monthly anniversaries of the vesting commencement date.

(12) These options were granted under the 2009 Plan on March 30, 2012, with an exercise price equal to the regular session closing price of
our common stock on the date of grant. The vesting commencement date was March 30, 2012.

(13) These options were granted under the 2009 Plan on March 29, 2013, with an exercise price equal to the regular session closing price of
our common stock on the date of grant. The vesting commencement date was March 29, 2013.

(14) These options were granted under the 2009 Plan on March 29, 2014, with an exercise price equal to the regular session closing price of
our common stock on the date of grant. The vesting commencement date was March 29, 2014.

(15) These options were granted under the 2009 Plan on March 29, 2015, with an exercise price equal to the regular session closing price of
our common stock on the date of grant. The vesting commencement date was March 29, 2015.

(16) These options were granted under the 2009 Plan on March 29, 2016, with an exercise price equal to the regular session closing price of

our common stock on the date of grant. The vesting commencement date was March 29, 2016.
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These options were granted under the 2009 Plan on March 29, 2017, with an exercise price equal to the regular session closing price of
our common stock on the date of grant. The vesting commencement date was March 29, 2017.

These RSUs were granted under the 2009 Plan on March 29, 2018, and 25% of the RSUs will vest and be delivered to the NEO on each
anniversary of the grant date, subject to the NEO’s continuing service with us through each such date.

These RSUs were granted under the 2009 Plan on March 29, 2019, and 25% of the RSUs will vest and be delivered to the NEO on each
anniversary of the grant date, subject to the NEO’s continuing service with us through each such date.

These PSUs were granted under the 2009 Plan on March 29, 2019, and vesting is predicated on multiple factors, including: (i) the
obtaining of a new client within three years, (ii) a share price decline by 40% or more would result in no MSUs vesting, and (iii) more
or less MSUs at more or less than grant price can vest based on the share price at the date of vesting.

These RSUs were granted under the 2009 Plan on May 31, 2018 to Mr. Royal, and 25% of the RSUs will vest and be delivered to Mr.
Royal on each anniversary of the grant date, subject to Mr. Royal's continuing service with us through each such date.

These RSUs were granted under the 2009 Plan on November 30, 2020, and 33% of the RSUs will vest and be delivered to the NEO on
each anniversary of the grant date, subject to the NEO’s continuing service with us through each such date.

These PSUs were granted under the 2009 Plan on November 30, 2020, and vesting is predicated on multiple factors, including a free
cash flow metric.

These RSUs were granted under the 2009 Plan on August 31, 2021, and 33% of the RSUs will vest and be delivered to the NEO on
each anniversary of the grant date, subject to the NEO’s continuing service with us through each such date.

These PSUs were granted under the 2009 Plan on August 31, 2021, and vesting is predicated on multiple factors, including a EBITDA
target and a relative TSR metric.

OPTION EXERCISES AND STOCK VESTED

The following table provides information for the NEOs regarding (i) any stock options exercised during 2021,
including the total number of shares acquired upon exercise and the aggregate value realized before payment of any
applicable withholding tax and broker commissions, and (ii) any RSUs vested during 2021.

Option Awards Stock Awards
Number of Number of
shares acquired Value realized shares acquired Value realized
Name on exercise (#) on exercise ($)(1) on vesting (#) on vesting ($)(2)
Randy Hendricks — — — —
George Pernsteiner — — 21,252 86,376
Christopher Spohn — — 80,470 225,344
Andrew Clark — — 326,389 1,357,297
Kevin Royal — — 49,355 190,721
John Semel — — 22,407 95,230
Diane Thompson — — 38,584 143,440
Marc Brown — — 23,324 99,127
Matthew Hillman — — 1,927 2,640
Matt Mitchell — — 12,072 51,306
(1)  The value realized for a stock option exercise is determined by multiplying (i) the number of shares acquired upon exercise by (ii) the

@

difference between the market price of the shares at exercise and the exercise price of the stock option.

The value realized upon vesting of RSUs is determined by multiplying (i) the number of shares vested by (ii) the market price of the
shares at vesting.
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EMPLOYMENT AGREEMENTS

The following table and accompanying footnotes summarize the material terms contained in the employment agreement
we entered into with Mr. Clark in March 2015 and the employment agreement we entered into with Mr. Spohn in April 2020.
Once the employment agreement for Mr. Spohn expires in April 2022, we will not have employment agreements. We do not
have any employment agreements with any of our other NEO's, who are instead a participant in, and may receive severance
benefits pursuant to, the Amended and Restated Executive Severance Plan and any Severance Agreement executed thereunder,
as described under “Potential Payments upon Termination and Change of Control” below. Pursuant to the terms of their
employment, each of our NEOs is entitled to participate in health, insurance, retirement and other benefits that are provided to
our senior executives.

Initial Annual Target Potential
Term of Bonus, as Payments upon
Effective Date of Agreement  Base Salary Percentage Termination or
Name Position Agreement 1) $)Q) of Salary (3) Change of Control
Christopher Spohn Executive Vice President of Operations April 30, 2020 2 years 525,000 115 % 4)
Andrew Clark Former President and Chief Executive March 9, 2015 3 years 725,000 100 % 4)

Officer

(1)  The term of the employment agreement for Mr. Spohn will not be extended upon the end of the initial term. As previously discussed,
Mr. Clark separated from the Company effective March 31, 2021.

(2)  This column shows the initial annual base salary set forth in the related employment agreement, which salary may be periodically
reviewed and increased by the Board in its discretion, or decreased with such executive’s written consent.

(3) The employment agreement for Mr. Clark provided that he would have been eligible for an annual discretionary incentive bonus based
on the attainment of certain performance criteria. The employment agreement provided for a target bonus amount as a percentage of
annual salary, which target percentage is reflected in this column. The actual bonus paid may have been more or less than the target
amount, as determined by the Board or the Compensation Committee. Upon his separation from the Company, Mr. Clark was eligible
to receive his annual cash bonus for the prior fiscal year to the extent such bonus had not yet been paid. In addition, upon his separation
from the Company, Mr. Clark was eligible to be paid a pro-rata portion of his annual cash bonus for the fiscal year of termination based
on the percentage of time he was employed in fiscal year 2021.

(4) For information regarding severance and other payments that Messrs. Spohn and Clark would have received, under their employment
agreement in the event of a termination of employment and/or a change of control, see “Potential Payments upon Termination and
Change of Control” below.

POTENTIAL PAYMENTS UPON TERMINATION AND CHANGE OF CONTROL

The table below provides estimates for compensation payable to the NEOs in hypothetical termination of employment and
change of control scenarios under our compensatory arrangements with such executives, other than nondiscriminatory
arrangements generally available to salaried employees. The table below does not include Mr. Pernsteiner or Ms. Thompson, as
these individuals are no longer an employee by the company and a triggering event did not occur.

The amounts shown in the table below are estimates and assume the hypothetical termination, resignation, death,
disability or change of control, as applicable, occurred on December 31, 2021, applying the provisions of the agreements that
are in effect as of the date of this report. If any such executive resigns without “Good Reason” or is terminated by us for
“Cause” (each as defined below), such executive will be entitled only to any accrued and unpaid salary and vested benefits and
no severance benefits. Due to the number of factors and assumptions that can affect the nature and amount of any benefits
provided upon the events discussed below, any amounts paid or distributed upon an actual event may differ.

For purposes of the hypothetical payment estimates shown in the below table, some of the important assumptions that
were made are as follows: (i) the NEO’s base salary as in effect as of December 31, 2021; (ii) severance benefits as provided
under the NEO’s employment agreement or the Amended and Restated Executive Severance Plan and related Severance
Agreement; (iii) value for payment of health insurance continuation, including dental, at an assumed value of $3,500 per month;
(iv) no discretionary acceleration of vesting of RSUs held by the NEO in the event of a “Change of Control” (as defined below)
and (v) a price per share of our common stock of $1.27, based on the closing price of our common stock as reported by Nasdaq
on December 31, 2021.
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Termination of
Employee without

Cause, or
Termination of Resignation by
Employee Employee for Termination
Without Cause, Good Reason, of Employee
or Resignation within 24 Months Termination of for
Change of by Employee for of Change of Employee for Disability
Name Control (1) Good Reason (2)(3) Control (1)(2)(3) Death “4)
Randy Hendricks
Cash Severance Payment $ — $ 550,000 (6) $ 550,000 (8) $ — $ —
Non-Equity Incentive Plan Compensation $ — $ 632,500 (6) $ 632,500 (8) $ — $ —
Continuation of Health Insurance Benefits $ — $ 84,000 (6) $ 84,000 8) § — $ —
Acceleration of Vesting of Stock Awards $ — $ 243,053 (6) $ 2,189,655 8) $ — $ —
Total $ — $ 1,509,553 $ 3,456,155 $ — $ —
Christopher Spohn
Cash Severance Payment $ — $ 1,693,125 (7) $ 1,693,125 (99 $ 262,500 (10) $ 262,500 (10)
Non-Equity Incentive Plan Compensation $ — $ 603,750 (7) $ 603,750 (9) $ — (10 $ — (10)
Continuation of Health Insurance Benefits $ — $ 63,000 (1) $ 63,000 9 $ 21,000 (10) $ 21,000 (10)
Acceleration of Vesting of Stock Awards $ — (5 $ 136,416 (7) $ 843,864 (9) $ 136,416 (100 $ 136,416 (10)
Total $ — $ 2,496,291 $ 3,203,739 $ 419916 $ 419916
Andrew Clark
Cash Severance Payment $ — $ 3,106,480 (11) $ — $ — $ —
Continuation of Health Insurance Benefits $ — $ 102,834 (11) $ — $ — $ —
Acceleration of Vesting of Stock Options $ — $ 471,744 (11) $ — $ — $ —
Total $ = $ 3,681,058 $ = $ = $ —
Kevin Royal
Cash Severance Payment $ — $ 395,000 (6) $ 395,000 8) $ — $ —
Non-Equity Incentive Plan Compensation $ — $ 217,250 (6) $ 217,250 (8) $ — $ —
Continuation of Health Insurance Benefits $ — $ 21,000 (6) $ 21,000 8) $ — $ —
Acceleration of Vesting of Stock Awards $ — (% $ 88,504 (6) $ 517,610 (8) $ — $ —
Total $ = $ 721,754 $ 1,150,860 $ — $ —
John Semel
Cash Severance Payment $ — $ 500,000 (6) $ 500,000 8) $ — $ —
Non-Equity Incentive Plan Compensation $ — $ 375,000 (6) $ 375,000 (8) $ — $ —
Continuation of Health Insurance Benefits $ — $ 21,000 (6) $ 21,000 8) $ — $ —
Acceleration of Vesting of Stock Awards $ — % $ 43,166 (6) $ 287,604 (8) $ — $ —
Total $ o $ 939,166 $ 1,183,604 $ — $ —
Matthew Hillman
Cash Severance Payment $ = $ 350,000 (6) $ 350,000 8) $ — $ =
Non-Equity Incentive Plan Compensation $ — $ 227,500 6) $ 227,500 (8) $ — $ —
Continuation of Health Insurance Benefits $ — $ 21,000 (6) $ 21,000 (8) $ - $ -
Acceleration of Vesting of Stock Awards $ — 5 $ 10,949 (6) $ 85437 8) $ — $ —
Total $ — $ 609,449 $ 683,937 $ o $ o
Marc Brown
Cash Severance Payment $ — $ 325,000 (12) $ — $ — $ —
Continuation of Health Insurance Benefits $ — $ 51,243 (12) $ — $ — $ —
Total $ — $ 376,243 $ — $ — $ =
Matt Mitchell
Cash Severance Payment $ — $ 144,000 6) $ 144,000 8) $ — $ —
Non-Equity Incentive Plan Compensation $ — $ 57,600 (6) $ 57,600 8) $ — $ —
Continuation of Health Insurance Benefits $ — $ 21,000 (6) $ 21,000 8) $ — $ —
Acceleration of Vesting of Stock Awards $ — (% $ 24,172 (6) $ 148,951 (8) $ — $ —
Total $ — $ $ 371,551 $ — $ —

246,772

(1)  “Change of Control” generally means any of the following events: (i) the acquisition by an individual, entity or group (other than us or
any of our employee benefit plans) of beneficial ownership (within the meaning of Rule 13d-3 promulgated under the Exchange Act) of
securities representing more than 50% of the voting securities of the company entitled to vote generally in the election of directors,
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determined on a fully-diluted basis (unless a majority of the holders of company voting securities immediately prior to such acquisition
retain directly or through ownership of one or more holding companies, immediately following such acquisition, a majority of the
voting securities entitled to vote generally in the election of directors of the successor entity); (ii) the sale, transfer or other disposition
of 50% or more of our assets to one or more unaffiliated individual(s), entities or groups; or (iii) when a majority of the members of the
Board are not “company directors,” which term means: (a) individuals who, as of a specified date, were directors of the company;

(b) individuals elected as directors of the company after such date for whose election proxies were solicited by the Board, or

(c) individuals appointed to the Board after such date to fill vacancies caused by death or resignation (but not by removal) or to fill
newly created directorships. A transaction does not constitute a Change of Control if its sole purpose is to change the state of the
company’s incorporation or to create a holding company that will be owned in substantially the same proportions by the persons who
held the company’s securities immediately before such transaction.

For Mr. Spohn, “Cause” generally means the occurrence of one or more of the following: (i) conviction of, or a plea of guilty or nolo
contendere to, a felony or other crime (except for misdemeanors which are not materially injurious to our business or reputation or the
business or reputation of our affiliates); (ii) willful refusal to perform in any material respect such executive’s duties and responsibilities
for us or our affiliates or failure to comply in any material respect with the terms of such executive’s agreements with us and our
policies and procedures if such refusal or failure causes or reasonably expects to cause injury to us or our affiliates; (iii) fraud or other
illegal conduct in such executive’s performance of duties for us or our affiliates; or (iv) any conduct by such executive which is
materially injurious to us, our affiliates, our business reputation or the business reputation of our affiliates. For Mr. Royal, “Cause” has
the same meaning except that subsection (ii) does not require that the willful refusal to perform cause or be reasonably expected to
cause injury to us or our affiliates in order to find “Cause.”

For Mr. Spohn, “Good Reason” generally means any of the following events: (a) a material diminution in his annual base salary; (b) a
material diminution in his authorities, duties, responsibilities or reporting structure; or (c) our material breach of his employment
agreement. For Mr. Royal, “Good Reason” generally means any of the following events: (a) a material diminution in their annual base
salary; (b) a material diminution in his authorities, duties, responsibilities or reporting structure; (c) notification of a material change in
his geographic work location; or (d) our material breach of his Severance Agreement.

For Mr. Spohn, “Disability” generally means he is unable to engage in any substantial gainful activity by reason of any medically
determinable physical or mental impairment which can be expected to result in death or which has lasted or can be expected to last for a
continuous period of not less than 12 months.

The Compensation Committee has discretion as to whether to approve the acceleration of the RSUs and PSUs that would accelerate
based on a Change of Control.

If the NEO’s employment is terminated by us without Cause or by employee for Good Reason (and other than for death or Disability),
then the NEO will receive, pursuant to the Amended and Restated Executive Severance Plan and the Severance Agreement executed by
the NEO thereunder, (i) cash payments equal in the aggregate to one times his annual base salary, payable in equal bi-weekly
installments over the 12-month period following termination date; (ii) medical, dental and life insurance premiums for up to 12 months
following termination, provided that such benefit will terminate immediately if he is offered comparable coverage in connection with
new employment, paid by the company at the same cost as if the NEO continued as an active employee of the company; and (iii) a
lump sum cash payment equal to the pro-rata portion of his annual cash bonus for the fiscal year of termination based on the percentage
of time he was employed in such fiscal year, payable at the same time the company pays annual cash bonuses to other members of
senior management.

If Mr. Spohn’s employment is terminated by us without Cause or by Mr. Spohn for Good Reason (and other than for death or
Disability), then Mr. Spohn will receive, pursuant to his employment agreement, (i) continued payment of base salary for a period of 18
months; (ii) if his termination occurs following the end of our fiscal year but before the date annual bonuses are paid for that year,
payment of his annual bonus for the prior fiscal year based on actual achievement of the relevant performance objectives; and (iii)
reimbursement by the Company for up to 18 months of that portion of the premiums the Company previously paid for health insurance
coverage for him and his eligible dependents of his COBRA premiums to continue such health insurance coverage, or a taxable lump
sum payment for the equivalent period in the event payment of such subsidy for COBRA premiums would violate applicable law. Mr.
Spohn’s receipt of such severance benefits is conditioned upon him providing us with a release of claims against us, our affiliates and
related parties, and his compliance with certain non-disparagement, non-solicitation and confidentiality requirements set forth in his
employment agreement.

If the NEO’s employment is terminated by us without Cause or by the NEO for Good Reason within 24 months after a Change of
Control (and other than for death or Disability), then pursuant to the Amended and Restated Executive Severance Plan and the
Severance Agreement executed by the NEO thereunder, in addition to the severance benefits described above, the NEO will receive full
vesting acceleration of all outstanding time-based equity awards as of their termination date.

If Mr. Spohn’s employment is terminated by us without Cause or by Mr. Spohn for Good Reason within 24 months after a Change of
Control (and other than for death or Disability), then pursuant to his employment agreement Mr. Spohn will receive the severance
benefits described above, except that he will receive full vesting acceleration of all outstanding time-based equity awards as of his
termination date.

If Mr. Spohn’s employment is terminated due to his death or Disability, then pursuant to his employment agreement (i) his outstanding
time-based equity awards will vest as if his termination date had occurred one year later; (ii) he or his dependents, as applicable, will be
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entitled to receive his Accrued Pay (as defined in his employment agreement); (iii) he or his estate, as applicable, will receive six
monthly installments of his base salary; and (iv) he or his dependents, as applicable, will receive company-paid medical benefits for a
period of six months following the date of his termination. No amount is included for Mr. Spohn’s PSUs because they remain subject to
performance requirements even after the triggering event occurs.

(11) Mr. Clark’s employment was terminated by us without Cause effective March 31, 2021, and he provided us with a release of claims
against the company. Mr. Clark therefore received, pursuant to his employment agreement, (i) cash payments equal in the aggregate to
two times the sum of his annual base salary and annual target bonus, payable in equal bi-weekly installments over the 24-month period
following his termination date; (ii) reimbursement of premium payments for continuation coverage under a company-sponsored group
medical plan for up to 24 months following termination, provided that such benefit will terminate immediately if he was offered
comparable coverage in connection with his employment by another employer; and (iii) accelerated vesting of outstanding time-based
equity awards as if his service had terminated one year later. No PSUs are included, as they terminated upon Mr. Clark's termination
date. There was no non-equity incentive compensation paid out for 2021.

(12) Mr. Brown’s employment was terminated by us without Cause effective June 25, 2021, and he provided us with a release of claims
against the company. Mr. Brown therefore received, pursuant to the Amended and Restated Executive Severance Plan and the
Severance Agreement, (i) cash payments equal in the aggregate to one year of his annual base salary, payable in equal bi-weekly
installments over the 12-month period following his termination date; and (ii) continuation coverage under a company-sponsored group
medical plan for up to 12 months following termination. There was no non-equity incentive compensation paid out for 2021.

NONQUALIFIED DEFERRED COMPENSATION

The following table shows certain information for 2021 for the NEOs under the Zovio Nonqualified Deferred
Compensation Plan (the “Deferred Compensation Plan”). The Deferred Compensation Plan was eliminated effective December
31,2021, and any related distributions will occur for participants in January 2023.

Non-Qualified Deferred Compensation (1)

Executive Registrant Aggregate Aggregate Aggregate
Contributions in  Contributions in  Earnings in Last Withdrawals/ Balance at Last
Name Last FY ($) Last FY ($) FY ($) Distributions ($) FYE ($)
Diane Thompson 32,947 — 90,872 — 691,227
Marc Brown 14,700 — 44,591 430,670 —

(1) There are no non-qualified deferred compensation earnings reflected in the Summary Compensation Table above because no NEO received above-
market or preferential earnings on such compensation.

CEO PAY RATIO

The Compensation Committee monitors the relationship between the pay our executive officers receive and the pay that
all other employees receive. The Compensation Committee believes executive pay must be equitable to motivate our employees
and to create stockholder value. The Compensation Committee reviewed a comparison of CEO pay, to the pay of all other
employees as of December 31, 2021.

Our CEO to median employee pay ratio is calculated in compliance with Item 402(u) of Regulation S-K, as
promulgated under the Dodd-Frank Wall Street Reform and Consumer Protection Act. Using this methodology, our
CEO's compensation in 2021 was approximately 40 times the pay of our median employee.

As allowed by Item 402(u) of Regulation S-K, for fiscal year 2021, we used the fiscal year 2020 calculations and did not
recalculate the median employee. As a result, our median employee for fiscal year 2021 did not change from fiscal year 2020.
Outlined below is the process we applied for identifying the median employee for fiscal year 2020:

e We identified the median employee using our workforce population (excluding our former CEO) as of December 31,
2020, which included 1,522 full-time, temporary or seasonal employed on that date;

*  We consistently applied the 2020 W-2 earnings as a compensation measure for the median employee;
e We did not make any assumptions, adjustments, or estimates with respect to total cash compensation;

e We annualized the compensation for any full-time employees that were not employed by us for all of 2021 or who
were on leave of absence during 2021.

*  We did not annualize pay for those employees who worked less than full-time;



*  We believe the use of total W-2 compensation for all employees is the most accurate and consistently applied
compensation measure.

After identifying the median employee based on total W-2 compensation, we calculated annual total compensation for
such employee for 2021 using the same methodology we use for our named executive officers as set forth in the 2021 Summary
Compensation Table above. This calculation is illustrated in the table below:

CEO Median Employee
Total $ 2,850,929 $ 70,489

COMPENSATION DISCUSSION AND ANALYSIS

This section explains how the Compensation Committee (“Compensation Committee™) of the Board of Directors oversees
our executive compensation programs and discusses the compensation earned by Zovio’s named executive officers (“NEOs”),
as presented in the tables under “Executive Compensation.”

Zovio is going through one of the most significant transformations in our company history. This Compensation
Discussion & Analysis contains a retrospective review of our compensation practices up through December 31, 2021 under our
previous business model and prospectively comments on highlights of our compensation plans for 2022 as we move forward.In
April 2019, we changed our name to Zovio Inc as part of our strategy to transform from providing postsecondary education
through one institution to being an education technology services provider to many university partners. In 2019, we also
acquired Fullstack Academy, Inc., an immersive coding boot camp, and TutorMe.com, Inc., a provider of instant online tutoring
services.

In December 2020, the Company finalized a definitive Asset Purchase and Sale Agreement with the Arizona Board of
Regents on behalf of the University of Arizona and the University of Arizona Global Campus (“Global Campus”), a newly
formed Arizona nonprofit corporation. Global Campus now owns and operates Ashford University in affiliation with the
University of Arizona, focusing on expanding access to education for non-traditional adult learners. Zovio will provide services
to Global Campus under a long-term Strategic Services Agreement.

In March 2021, the Company commenced a search for a new Chief Executive Officer (“CEO”) to lead its continuing
transition in becoming an education technology services company. From March 2021 to December 2021, the Company was led
by the Office of the CEO, comprised of George Pernsteiner, Chairman of the Board and Christopher Spohn, Executive Vice
President of Operations, with Diane Thompson, Executive Vice President in an advisory capacity. Under the guidance of the
Board, the Office of the CEO helped advance the Company’s strategic plan and ensure continued operations and provision of
quality services. In December 2021, the Company hired its current CEO, Randy Hendricks.

COMPENSATION PROGRAM HIGHLIGHTS

The Compensation Committee is dedicated to maintaining a structured and balanced compensation program designed to attract,
motivate and retain highly skilled and talented executives to redefine the education services industry and drive Company
performance. Our compensation programs’ continued evolution is a testament to the Compensation Committee’s determination
to align with market best practices, shareholders’ interests, and our business model’s ongoing transformation.
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The chart below outlines key features of our executive compensation program:

Compensation Program Highlights

Our incentive plans are split between short-term incentives (“STI”) and long-term

Incentive Plans | . . .
incentives (“LTI”) to balance short-term and long-term value creation.

We offer our executive officers a combination of performance stock units (“PSUs”) and
Equity Awards | time-based restricted stock units (“RSUs”) to align our executives’ interests with those of
shareholders and reward the attainment of specific performance objectives.

All performance-based equity vests on the third anniversary of the grant date. This vesting
Vesting Periods | period was selected to align with the achievement of specific performance-based metrics.
Our time-based equity awards vest annually in one-third increments over three years.

For executive officers, at least 60% of their LTI awards are performance-based and tied to
Performance Measures | performance metrics that support our strategic objectives that we believe will drive
shareholder value over the long-term.

We require our CEO, Executive Vice Presidents and Senior Vice Presidents to maintain
minimum stock ownership levels (6x, 3x and 2x of base salary, respectively). These
requirements reinforce our belief in the importance of aligning our executives’ interests
with the interests of our shareholders.

Stock Ownership Guidelines

We regularly perform market-based compensation analysis to ensure that our executive

Market- mpensation . . .
arket-based Compensatio officers’ total compensation packages remain competitive.

We leverage a peer group that reflects the size, scope, and complexity of our transforming
Peer Group | business to stay informed of market trends and understand how our compensation programs
and practices compare to similar companies.

We have adopted a recoupment policy (clawback policy) that covers all performance-based
compensation.

COMPENSATION FRAMEWORK

Compensation Philosophy and Design Principles

Recoupment Policy

Our executive compensation programs support our philosophy of attracting, motivating, and retaining talented executives
required to redefine a fragmented, highly competitive and continuously evolving education industry while delivering strong
results and long-term shareholder value. We aim to provide externally competitive and internally equitable compensation
programs that support our transformation and align with our pay-for-performance philosophy. Our compensation program is
anchored in four design principles:

°  Attract, motivate, and retain executive talent required to redefine and create industry-leading products and services;

°  Directly align the financial interests of our executives with those of our shareholders by providing a significant portion
of total compensation in the form of performance-based equity awards;

o Establish a clear link between compensation outcomes and the achievement of our financial and operational objectives;
and

°  Ensure fairness among our executives by recognizing each individual’s contributions, prior experience, and unique
skills and abilities.

Key Program Design Components

Our balanced and structured compensation programs reflect the Compensation Committee’s belief that robust corporate
governance is imperative for prudent compensation decision-making. Below are key elements of our compensation programs.
We also identify certain pay practices that are not followed because we believe they do not serve our shareholders’ long-term
interests.
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WHAT WE DON’T DO

Adhere to a disciplined pay-for-performance philosophy |* No guaranteed salary increases
that informs our compensation design and target pay

levels % No credit for unvested performance shares or vested stock

options when determining compliance with stock
Maintain an independent Compensation Committee that ownership guidelines

hi ight of ti desi
a3 OVeIsIght of executive pay desigh % No hedging or pledging of Zovio stock

Utilize an independent compensation consultant who is
hired by and reports directly to the Compensation
Committee x

% No repricing underwater stock options

No excessive perquisites for senior leaders; all perquisites

. .. . require specific business rationale
Require minimum levels of stock ownership for our q p

Maintain a formal clawback policy applicable to all
performance-based compensation that covers both x
financial restatements and certain detrimental conduct

Deploy a multi-year vesting approach on equity x

executives and directors x

No perquisite-related tax gross-ups for executive officers
(except for company-wide benefits such as relocation)

No special retirement plans exclusively for executive
officers

No excise tax gross-ups related to change of control

Conduct an annual compensation risk assessment

Utilize a rigorous target-setting process for our incentive
plan metrics

Impose limits on maximum incentive payouts

Our strong governance practices extend beyond our executive compensation programs to compensation plans for all employees.
For our company-wide compensation and human capital management practices, we focus on building an inclusive culture and
advancing fair pay. Annually, we assess the gap in average pay between employees of different genders in the same or similar

roles after accounting for legitimate business factors that can explain differences, such as performance, time in position, and
tenure. Finally, we perform an annual review of our compensation programs to assess whether the programs’ provisions and
operations create undesired or unintentional material risk.

Overview of Compensation Elements

The material components of our executive compensation program are base salary, short-term cash incentives, and long-term
equity incentives. We believe that a combination of pay elements competitive with the market, emphasizing incentive-driven
pay coupled with goals appropriately aligned with the business strategy, provides strong incentives to our NEOs to take actions
that result in positive outcomes for our Company and shareholders.

Pay Element Purpose Performance Period Performance Metric
Market competitive fixed compensation
Base Salary reflecting executive’s scope of Annual —

responsibility

Short-Term Cash

Cash-based incentive compensation to
reward achievement of Zovio’s short-term

°  Revenue

. ° I
One-Year Period Net Income

shareholders

Incentive financial and operational objectives ° EBITDA
°  Operational Goals
Restricted Stock |Facilitates stock ownership, executive Three-Year Period °  Value of RSUs is tied to
Units retention, and shareholder alignment with Annual Vesting our stock price
- ili ~ ° EBITDA
Performance Reward long-term proﬁtablllty', long-term Three-Year .
Stock Units performance, and alignment with Performance Period °  rTSR (relative total

shareholder return)
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CEO and NEO Pay Mix

In 2021, the majority of our executive compensation consisted of variable, at-risk compensation for the NEOs. As illustrated
below, 58% of NEO compensation was at-risk pay, and 29% of the NEO’s overall compensation was delivered in equity with
multi-year vesting. The CEO pay opportunity reflects the overall compensation for our new CEO. As described under the 2021
Long-Term Incentive (LTI) Plan, the Compensation Committee, the equity value for 2021 was granted using a higher stock
price than the stock price on the date of grant to convert the award into shares. Equity value was converted using the 20-day
trading average stock price prior to the date of grant which resulted in 16% reduction in the grant value.

2021 CEO Pay Opportunity "® 2021 NEOs Pay Opportunity V®®

B Equity Awards B Base Salary B Equity Awards B Base Salary
Cash Incentives Cash Incentives

@ Does not include Non-Qualified Deferred Compensation Earnings or All Other Compensation as reported in the 2021 Summary
Compensation Table.

@ Calculation reflects the accounting value of the equity awards. See details on 2021 equity awards under Long-Term Incentives.
@ The average across the NEOs excluding the CEO.

Total Realized Compensation

When evaluating our executive compensation program, the Compensation Committee compares NEO target total compensation
for a year with realizable pay, as illustrated by the Total Realized Compensation figures below.

CEO Other NEOs (Average)
9% 60% 53%
i [ ] - —
2020 2021 2020 2021

For 2021, our CEO realized total compensation equal to 9% of his 2021 target compensation level, while total realized
compensation for our NEOs ranged from 47% to 58%. This is driven by the zero dollar bonus payout for 2021 performance and
the realized value from LTI vestings in 2021. This outcome demonstrates our ongoing commitment to compensating our
leadership based on the Company’s performance and placing a significant portion of executive compensation “at risk.”
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2021 Pay Opportunity Comparison to Total Realized Compensation

Named Executive Officer 2021 Pay Opportunity 2021 Total % of Pay Opportunity
Realized Compensation Realized

Randy Hendricks $3,699,741 $331,731 { 9%
Christopher Spohn $1,878,590 $883,236 Il 47%

Kevin Royal $1,003,126 $585,721 {J 58%

John Semel $1,097,663 $595,230 JL 54%
Matthew Hillman $706,163 $352,640 4 50%

Matt Mitchell $612,283 $345,506 ) 56%

Pay Opportunity is calculated as follows:

Target Bonus Grant date fair value of

Base Salary Opportunity equity awards

Total Realized Compensation is calculated as follows:

Value realized from

Base Salary Actual Bonus Earned shares vested during the
year

Our executive compensation philosophy and practices reflect our strong commitment to pay for performance—both short-term
and long-term. We design our executive compensation program to attract and retain top management talent, reward financial
and operational performance and recognize effective strategic leadership, key elements of driving shareholder value and
sustainable growth. Zovio’s Chief Executive Officer’s compensation is anchored in our compensation philosophy and design
principles, providing a well-balanced total rewards package that encourages decisions and behaviors that aligns executives’
interests with shareholders’ interests.

Inputs into Compensation Decisions

For 2021, the Compensation Committee received input from several sources and reference points to guide its design of the
Company’s executive compensation programs and individual pay decisions. The Compensation Committee views this multi-
perspective approach critical as it evaluates peer companies’ practices, investor viewpoints, changes in external market
practices and input into each executive’s evolving role and performance.

The Compensation Committee regularly reviews input and data provided by its independent compensation consultant, our
shareholders, external market practice surveys, and individual performance to make informed compensation decisions. Also, the
Compensation Committee reviews tally sheets that provide a comprehensive look at total compensation for each NEO. The
chart below further describes the process:
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Independent Compensation
Consultant / Market Data

Shareholder Say-on- Pay

Peer Group

Management

Evaluates
comparative market
data against peer
group and survey
data

Advises the
Compensation
Committee on
compensation plan
design, targets and
pay mix

Engage with
shareholders to
understand their
viewpoints and focus

Results of the
advisory Say-on-Pay
vote

Our peer group is
reviewed annually
and comprised of
companies that are of
similar revenue,
market capitalization,
and complexity
where we may recruit
talent

Provides a reference
point to inform

CEO provides input
regarding the various
roles and
responsibilities of his
direct reports and
their overall
performance

CEO provides
recommendations to
the Compensation
Committee for the

. executive compensation of his
Provides the . )
. compensation direct reports and the
Compensation L .
decisions rationale for those

Committee with
research on trends
and best practices

decisions

Independent Compensation Consultant

For 2021, the independent compensation consultants for the Committee were Pay Governance. The compensation consultant
reports directly to the Compensation Committee and interacts with Zovio management when necessary and appropriate. For all
regularly scheduled Compensation Committee meetings, a representative from Pay Governance attended at the invitation of the
Compensation Committee.

In accordance with the Compensation Committee’s Charter, the Compensation Committee has the sole authority to retain and
terminate any compensation consultant to be used to assist it in the evaluation of CEO, executive officer, and non-employee
director compensation. Compensation consultants provide services to the Compensation Committee as an independent
consultant and do not have any other consulting engagements or provide any other services to Zovio. The independence of the
compensation consultants has been assessed according to factors stipulated by the SEC. The Compensation Committee
concluded that no conflict of interest exists that would prevent them from independently advising the Compensation
Committee.

While the Compensation Committee considers its compensation consultant’s recommendations in making decisions regarding
executive compensation, the Compensation Committee is not obligated to follow its compensation consultant’s advice. It may
instead determine to pay amounts and/or forms of compensation other than as recommended by its compensation consultant.
The Compensation Committee intends to review its relationship with its compensation consultant periodically.

Peer Group

The Compensation Committee reviews our peer group and comparative market data annually to help determine our NEOs and
other executive officers’ compensation. These references help determine base salary ranges, short-term incentive and long-term
incentive awards, and the overall competitiveness of the total compensation package.

In collaboration with its independent compensation consultant, the Compensation Committee uses the framework below to
select a broad group of potential peers. This framework yields multiple perspectives that enrich our understanding of
competitive pay practices while also ensuring that our peer group is comprised of companies with whom we may compete for
talent, whose revenues and market capitalization and business focus are similar to our own. We believe it is vital to maintain
peer-group stability, limiting changes only when warranted and improving market comparability or better aligning with
selection criteria.

Talent Size / Growth Customers

Operates in a similar
education or technology | education or technology | talent and experience | market capitalization
sector product offerings

Similar interests in Compete for executive | Similar revenue and Similar types of

customers and/or
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The peer group that was used to inform our 2021 pay decisions was:

Benefitfocus, Inc. K12 Inc. Synacor, Inc.

Ebix, Inc. Perdoceo Education Corporation Syncronoss Technologies, Inc.
GreenSky, Inc. QAD Inc. Telenav, Inc.

Houghton Mifflin Harcourt Comp RealNetworks, Inc. 2U, Inc.

i3 Verticals, Inc. Rimini Street, Inc. Universal Technical Institute, Inc.

In August 2021 and November 2021, Pay Governance reviewed market data from the peer group and data from national
compensation surveys, providing a written report summarizing its findings to the Compensation Committee regarding executive
and board compensation considerations for the Company’s transition to an education technology services company. This data
was not used to make any pay changes to base salary, annual incentive targets or long-term incentive targets in 2021, but may
be used going forward as we transition to an education technology services company.

In late 2021, the Compensation Committee worked with Pay Governance to modify the peer group to account for mergers and
acquisitions or other significant changes in the companies and that better reflected the company’s business model, revenues,
market capitalization, revenue growth and EBITDA margins. This peer group, which was used for 2022 compensation
decisions, consists of the following companies:

ALJ Regional Holdings, Inc. Kaspien Holdings Inc. RealNetworks, Inc.

Aspen Group, Inc. Limelight Networks, Inc. Rimini Street, Inc.

Benefitfocus, Inc. Lincoln Educational Services Corp. Stride, Inc.

Ebix, Inc. Net Element, Inc. Synchronoss Technologies, Inc.
GreenSky, Inc. Perdoceo Education Corporation 2U, Inc.

Houghton Mifflin Harcourt Comp QAD Inc. Universal Technical Institute, Inc.
i3 Verticals, Inc.

PLAN DESIGN AND AWARD DECISIONS

2021 Base Salaries

On an annual basis, the Compensation Committee, in consultation with its independent compensation consultant, reviews the
market data and current base salaries for our executive officers, considering adjustments where deemed appropriate. Salary
increases, if any, must receive advance approval from the Compensation Committee.

The table below presents the base salaries for 2020 and 2021:

Named Executive Position 2020 Base 2021 Base % Change
Officer Salary Salary 2021 vs. 2020
Randy Hendricks CEO N/A $550,000 N/A
Chairman of the Board and Office of the

George Pernsteiner CEO N/A N/A N/A
Christopher Spohn EVP, Operations and Office of the CEO $525,000 $525,000 —%
Andrew Clark Former President and CEO $777,000 $777,000 —%
Kevin Royal EVP, Chief Financial Officer $395,000 $395,000 —%
John Semel EVP, Chief Strategy Officer $500,000 $500,000 —%
Diane Thompson Former EVP, General Counsel $422.300 $422.300 —%
Marc Brown Former Chief Human Resource Officer $312,000 $325,000 4%
Matthew Hillman SVP, University Partnerships $350,000 $350,000 —%
Matt Mitchell SVP, Secretary and General Counsel $288,000 $300,000 4%
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2021 Short-Term Incentive Plan

In May 2021, the Compensation Committee adopted the 2021 Short Term Incentive (“STI”’) Plan in consultation with its
independent compensation consultant. The 2021 STI Plan was designed to ensure alignment with our strategy and external
market practices, and to maintain an appropriate balance of risk and reward to motivate, retain, and engage our executive
officers. The evaluation included considerations of the following elements:

o

Align with creating near-term shareholder value and consistent use of metrics;
Balance financial targets with operational goals that are leading indicators of high performance;
Adopt practices used by top-performing companies in our peer group; and

Establish targets that demonstrate year-over-year improvement with over-performance resulting in additional
payout opportunity.
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Under the 2021 STI Plan, the payment of annual performance-based cash bonuses to our NEOs and other executive officers was
based on the achievement of key financial and operational objectives:

For this purpose, Non-GAAP Net Income is defined as
net income plus other income (expense), including
interest, income tax benefit, depreciation, and
amortization plus certain other expenses as more fully
described below.

For the Revenue metric, a payout is earned between the
target and maximum based on the attainment of
performance goals. Similarly, reduced payouts are earned
between the minimum threshold and target based on the
achievement of performance goals.

For Non-GAAP Net Income metric, a payout is earned for
every dollar in positive net income growth above
threshold.

A threshold of positive EBITDA performance exists in
order for the plan to fund any of the two metrics. In
addition, Operational Goals in Student Net Promoter
Score ("NPS"), Employee Engagement, New University

B Revenue I Non-GAAP Net Income Clients, and Client Satisfaction were included, requiring 2
of the 4 metrics to be met in order to fund the plan.

2021 Short-Term Incentive (STI) Plan Results

Annual STI Payout Percentage
Named Executive Officers Below Threshold Threshold Target Maximum
0% 50% 100% 200%

Award payouts were calculated using the following formula:

Base Salary for Target Annual STI x PX{{:{;%‘;? Annual STI
Year Percentage (0% - 200%) Payout

For 2021, based on our performance, the Compensation Committee approved a payout of 0.0% of target for the NEOs and other
executive officers as follows:

Performance Targets Weighting Threshold Target Maximum Performance Total
(in millions) (50%) (100%) (200%) Attainment Payout'
Revenue 10% $247.5 $275.0 $302.5 $263.0 8.0%
Non-GAAP Net Income 90% $(6.7) $(5.6) $(4.4) $(15.7) 0.0%
EBITDA Gateopener n/a $(9.7) n/a
Operational Metrics Gateopener n/a Met 3 of 4 n/a
Total 0.0%

) Revenue performance exceeded threshold and would have resulted in a payout of 8%, however EBITDA was negative which
negates any funding that may have been earned on either metric.

Interpolation is used to determine the payout percentages that fall between threshold and target and between target and maximum.

The Operational Metrics for 2021 included average Student NPS, Employee Engagement, the number of New University
Clients, and Client Satisfaction. The student NPS of 58.5 exceeded the goal of 51.8 and slightly exceeded the maximum
performance target of 58.0, a strong indicator that the Company positively impacted students’ perception of their academic
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experience. The company added two new university clients in 2021, meeting goal and deployed a new client satisfaction survey

in December, meeting the goal of developing and deploying a new survey.

Named Executive Officer 2021 Base Pay 2021 STI Target Payout Actual Payout
Randy Hendricks $550,000 115% $—
George Pernsteiner N/A N/A $—
Christopher Spohn $525,000 115% $—
Andrew Clark $777,000 100% $—
Kevin Royal $395,000 55% iy $—
John Semel ! $500,000 75% ’ $187,500
Diane Thompson $422,300 50% $—
Marc Brown $325,000 55% $—
Matthew Hillman $350,000 65% $—
Matt Mitchell $300,000 50% $—

DMr. Semel received a guaranteed bonus payout as part of a contractual obligation

Any amount of performance-based cash bonus that each NEO earned is shown in the “Non-Equity Incentive Plan
Compensation” column of the Summary Compensation Table above.

2021 Long-Term Incentive (LTI) Plan

Long-term incentives provide a critical link between long-term shareholder value and the financial rewards provided to our
executive officers. In May 2021, the Compensation Committee approved the following mix of long-term incentive awards for
our NEOs and other executive officers.

The Compensation Committee approved an award of RSUs and PSUs to our NEOs and other executive officers under the 2009
Stock Plan. The percentage of performance shares was 60% in 2021.

The RSUs vest annually over three years and align the
executive officers’ interests with shareholders by
emphasizing long-term value creation and retaining top
talent through our transition to an education technology
services provider.

At the end of the three years, the PSUs vest, based on
EBITDA performance vs. a three-year cumulative goal.
The number of shares vesting at the end of the
performance can further be modified based upon the
attainment of a rTSR (relative total shareholder return)
performance against the Russell 200 index..

Given the volatility in our stock price during 2021, the
Compensation Committee determined to use a premium
stock price when converting target LTI values into a
number of RSUs and PSUs granted. The premium value
applied to the annual grant for executives and was 220%
of the FMV of the stock on grant date.

B Restricted Stock Units
B Performance Stock Units

The Compensation Committee believes that the combination of RSUs and PSUs in 2021, with the majority being performance
shares, is consistent with best practices and the feedback we received during our shareholder outreach, aligning our executives
and shareholders’ interests.
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The Compensation Committee, in consultation with its independent compensation consultant, determined the 2021 aggregate
amounts and terms of equity compensation awards for each NEO and executive officer. The Compensation Committee
reviewed the equity programs, peer companies’ practices, and the outstanding equity information for each executive officer.

The 2021 approved equity awards for the NEOs are:

Named Executive Officer Total 2021 Total 2020 % Change
LTI Award LTI Award 2021 vs. 2020

Randy Hendricks $1,518,000 $838,241 $2,356,241 $— N/A
George Pernsteiner $— $185,000 $185,000 $85,000 118%
Christopher Spohn $866,250 $627,500 $1,493,750 $1,643,750 (9%
Kevin Royal $474,000 $316,000 $790,000 $790,000 —%
John Semel $270,000 $180,000 $450,000 $450,000 —%
Diane Thompson $225,508 $200,339 $425,847 $375,847 13%
Marc Brown $210,600 $140,400 $351,000 $336,960 4%
Matthew Hillman $156,000 $104,000 $260,000 $65,000 300%
Matt Mitchell $144,000 $96,000 $240,000 $167,272 43%

The number of shares underlying the RSUs and PSUs, as well as the vesting and other terms of the equity awards, are
summarized under “Outstanding Equity Awards at Fiscal Year End.”

2021 Long-Term Incentive (LTI) Plan Results

PSUs granted in 2021 had a three-year performance period. For 2021, PSU awards are modified by a three-year Russell 2000
relative TSR metric to determine the total PSU payout at the time of vesting (no upward adjustment if Zovio outperforms the
Russell 2000 relative TSR but absolute TSR is negative). This award will vest based on for the cumulative performance from
2021 through 2023.

Other Benefits and Perquisites

We operate in a highly competitive, complex and consolidating industry and offer certain benefits that we believe are critical to
attract and retain talent. These benefits, which are generally offered to all eligible employees, include medical, dental and life
insurance benefits, short-term disability pay, long-term disability insurance and flexible spending accounts for medical expense
reimbursements. We also have a Senior Management Benefit Plan (the “Benefit Plan) in which our NEOs and other executive
officers are eligible to participate. The Benefit Plan is a fully insured plan and provides an annual benefit of up to $100,000 per
participant (including the participant’s eligible dependents) for unreimbursed medical expenses during a calendar year that are
not covered by our major medical plan. Additionally, the Benefit Plan provides worldwide medical assistance services,
including locating the nearest medical facility, finding an attorney and making arrangements for emergency medical evacuation.

We also offer our employees, including our NEOs, a 401(k)-retirement savings plan (the “401(k) Plan”). The 401(k) Plan is a
defined contribution plan established in accordance with Section 401(a) of the Code. Employees may make contributions (pre-
tax or after-tax) into the 401(k) Plan up to annual limits prescribed by the Internal Revenue Service. We also make matching
contributions under the 401(k) Plan up to certain limits, including for our NEOs who participate in the 401(k) Plan.

Our NEOs and other executive officers were also eligible to participate in the Zovio Non-Qualified Deferred Compensation
Plan (the “Deferred Compensation Plan”), pursuant to which certain of our highly compensated employees were permitted to
defer up to 80% of their annual base salary and up to 100% of their annual performance bonus and any performance-based
compensation into such plan. We do not make any contributions to the Deferred Compensation Plan on behalf of any
participant, including any NEO, other than to contribute the matching contributions we would have made to the 401(k) Plan on
such participant’s behalf in the event the participant’s contributions to the 401(k) Plan are required to be reduced pursuant to
applicable 401(k) Plan contribution limitations. To the extent our NEOs elected to participate in the Deferred Compensation
Plan, they may have elected to receive distributions while they are still working for us or they may have elected to receive
distributions (i) at termination of employment or retirement, (ii) in the event of disability, death or financial hardship, or (iii) in
the event we undergo a change of control. Investment gains or losses credited to a participant’s account in the Deferred
Compensation Plan are based on investment elections made by the participant from prescribed mutual fund investment options.
Each participant in the Deferred Compensation Plan made his or her own individual investment elections and could change any
such investment election at any time.
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The Zovio Non-Qualified Deferred Compensation Plan was eliminated effective December 31, 2021 and distributions will
occur for participants in January 2023.

Change of Control Arrangements

The Compensation Committee provides change of control benefits to our NEOs because it recognizes that, as is the case with

many publicly held corporations, the possibility of a change of control exists and the uncertainty and questions that a potential
change of control may raise could result in the departure or distraction of our executives to the detriment of the Company and
our shareholders. The details of the potential payments and benefits to be received by our NEOs upon the consummation of a

change of control are discussed under “Potential Payments upon Termination and Change of Control.”

Our current severance benefits in connection with a change in control are “double-trigger” benefits, that is they require both a
change in control and termination of employment within a limited period of time after the change of control. The only exception
is the immediate vesting of company matching contributions under our Deferred Compensation Plan.

The Compensation Committee believes change of control benefits are appropriate because (i) it helps retain key employees
during change of control discussions, especially senior executive officers for whom long-term incentive plan awards represent a
significant portion of their total compensation package, (ii) it is difficult to replicate underlying performance goals, where
applicable to long-term incentive plan awards, after a change of control, and (iii) the possibility that the Company that made the
original long-term incentive plan award will no longer exist after a change of control (and employees should not necessarily be
required to have the fate of their outstanding long-term incentive plan awards tied to the new Company’s future success).
Additionally, the “double trigger” treatment is appropriate because it prevents an unintended windfall to the executives in the
event of a friendly change of control while still providing them with appropriate incentives to cooperate in negotiating any
change of control in which they believe they may lose their employment.

The Deferred Compensation Plan provides that the matching contributions that we make to that Plan will fully vest upon the
consummation of a change of control.

Our Executive Severance Plan and the related Severance Agreements provide Messrs. Hendricks, Royal and Semel with certain
benefits and payments if the executives are terminated without cause or terminate employment for good reason. The Executive
Severance Plan and the related Severance Agreements provide Messrs. Hendricks, Royal and Semel with some additional
benefits if they incur a termination without cause or termination for good reason during the 24-month period following the
consummation of a change of control. The benefits and payments that could be made to the executives under the Executive
Severance Plan and the Severance Agreement are described under “Potential Payments upon Termination and Change of
Control.”

The 2009 Plan also provides that, unless otherwise provided in an award agreement: (i) upon a change of control where
outstanding awards are assumed or continued, no accelerated vesting shall occur; and (ii) upon a change of control where
outstanding awards are not assumed or continued, all awards shall vest and become exercisable immediately before such change
of control. In this regard, the MSUs that were granted to Messrs. Clark, Royal and Semel, and Ms. Thompson in March 2019
provide the treatment upon a change of control that if the price of one share as reflected in a corporate transaction equals or
exceeds 200% of the base stock price, the Compensation Committee shall take all action necessary to provide for the immediate
vesting of all of the MSUs subject to such award.

Mr. Clark’s employment agreement provided that upon a change of control, 50% of each of Mr. Clark’s unvested equity awards
that vest based solely on the passage of time would have vested upon the change of control. In addition, the employment
agreement provided that if Mr. Clark incurred a termination without cause or a termination for good reason during the 24
months following the consummation of a change of control, he would have been entitled to the additional severance benefits,
including cash severance, discussed under “Potential Payments upon Termination and Change of Control.”
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Termination of Employment

The Compensation Committee believes that reasonable severance benefits for our NEOs are necessary to attract and retain
qualified executives and limit the ability of our competitors to hire away our best talent. These benefits are also important
because it may be difficult for such executives to find comparable employment within a short period of time following certain
qualifying terminations. For Mr. Spohn, severance benefits are set forth in his employment agreement; for Messrs. Hendricks,
Royal and Semel these benefits are set forth in our Executive Severance Plan and the Severance Agreements executed by
Messrs. Hendricks, Royal and Semel. The payments and benefits to be received by our NEOs in the event of a termination
without cause, resignation for good reason, termination for death or termination for disability are discussed under “Potential
Payments upon Termination and Change of Control.” Our NEOs may be eligible for additional severance benefits if there is a
termination of employment or resignation for good reason within two years following the consummation of a change of control,
as discussed under “Change of Control Arrangements” above.

On March 21, 2021, the Company and Mr. Clark entered into the Separation Agreement pursuant to which Mr. Clark would
separate from service with the Company, resigning as Chief Executive Officer and all other offices of the Company, effective as
of March 31, 2021. Mr. Clark’s separation from service with the Company is considered to be “without cause” as that term is
defined in his employment agreement. Mr. Clark’s separation was not made in connection with a disagreement between Mr.
Clark and the Company on any matter relating to the Company’s operations, policies or practices. Pursuant to the terms of his
employment agreement, Mr. Clark is eligible to receive certain severance payments and benefits as described in his
Employment Agreement, contingent upon his release of claims against the Company. In addition, the Separation Agreement
provides that, in consideration of, among other things, Mr. Clark’s entry into certain restrictive covenants regarding non-
competition and non-solicitation and agreement to provide support and cooperation with certain matters, Mr. Clark vested in
certain equity awards based on the effective date of his separation and received an extension of the exercise period of his option
awards from one year to three years and reimbursement of certain legal expenses in connection with the Separation Agreement.

COMPENSATION RISK MANAGEMENT, POLICIES, AND PRACTICES

Policy Regarding Deductibility of Compensation

On December 22, 2017, the Tax Cuts and Jobs Act (the “Act”) was signed into law, which significantly changed the executive
compensation deduction rules in Section 162(m) of the Internal Revenue Code of 1986, as amended (the “Code”).

Prior to the Act, Section 162(m) of the Code limited the amount of compensation the Company could deduct in any one year for
federal income tax purposes to $1 million for compensation paid to certain officers, unless the compensation qualified as
“performance-based compensation” for purposes of Section 162(m). The Act repeals the “performance-based compensation”
exception and, as a result, starting with tax years beginning after December 31, 2017, compensation paid to any individual
serving as a named executive officer at any time during the year in excess of $1 million will not be deductible unless it qualifies
for the Act’s transition relief applicable to binding written agreements that were in effect on November 2, 2017 and not
materially modified thereafter.

The Compensation Committee will continue to monitor the impact that the Act will have on the Company’s compensation
programs and contracts. However, the Compensation Committee continues to believe that, in certain circumstances, factors
other than tax deductibility take precedence when determining the forms and levels of executive compensation most appropriate
and in the best interests of our Company and our stockholders. Given the difficult regulatory and legislative environment we
face and the competitive market for outstanding executive talent, the Compensation Committee believes it is important to retain
the flexibility to design compensation programs consistent with its overall executive compensation philosophy even if some
executive compensation is not fully tax deductible to us. Accordingly, the Compensation Committee may from time to time
deem it appropriate to approve elements of compensation for certain executive officers that are not fully tax deductible which
might include the approval of amendments to agreements that were initially intended to qualify as “performance-based
compensation” if the Compensation Committee determines such amendments are in the best interests of our Company and our
stockholders.

Recoupment Policy

The Company has a Recoupment Policy that provides for the clawback or cancellation of performance-based compensation
from any NEO or executive officer in the following two situations:

o Misconduct

o Financial Restatements Outside of Misconduct
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The table outlines our policies:

Financial Restatements

Misconduct 5 5
SEonGuE Outside of Misconduct
WHO °  NEOs and other executive officers o NEOs and other executive officers
WHEN o Intentional misconduct, gross negligence or °  Restatement of any of our financial
failure to report intentional misconduct or statements (excluding changes due to
gross negligence account principles)
o Contributing factor in having to restate our °  Restated financial results would have
financial statements resulted in a lesser amount of paid
o Fraud, bribery or any other illegal act performance-based compensation
WHAT o Company may seek to recover incentive compensation

o Cancel outstanding equity awards

°  Reimbursement of realized equity gains

o Possible adjustment of future compensation

o Disciplinary actions, up to and including termination

We believe the Recoupment Policy is appropriate given the types and amounts of performance-based compensation we pay our
NEOs and other executive officers, and that our policy incentivizes them to only take those risks that they determine are
calculated to reward our shareholders without material adverse risk to our Company.

Stock Ownership Guidelines

We maintain the following robust stock ownership guidelines for our executive officers, including the NEOs. These guidelines
are designed to further link these executives’ interests with the interests of shareholders:

Chief Executive Officer
Executive Vice Presidents

Senior Vice Presidents

6x Annual Base Salary
3x Annual Base Salary

2x Annual Base Salary

Non-Employee Directors 3x Annual Cash Retainer

Within five years of becoming subject to the Stock Ownership Guidelines, our executives must achieve their requisite stock
ownership level.

The applicable date of calculation is the date of grant of annual equity awards or the date of a contemplated sale by the
executive or director, whichever is later. The covered executives and directors may not sell shares of our common stock unless
they satisfy the applicable ownership guidelines following the sale.

The Company does not consider the value of vested stock options, or unvested MSUs or PSUs in determining whether the
required level of equity ownership meets the guidelines. As of December 31, 2021, all NEOs exceeded our stock ownership
guidelines except those within the five years of becoming subject to the guidelines.

Trading in Company Securities
We have a policy that prohibits directors, executive officers, and employees from:

> Using financial instruments (including prepaid variable forward contracts, equity swaps, collars, and exchange funds)
that are designed to hedge or offset any decreases in the market value of our securities;

o Holding our securities in margin accounts or pledging our securities as collateral for a loan; and

> Executing short sales of our securities and derivative or speculative transactions in our securities.
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Process for Granting Equity Awards

We do not grant any equity compensation, in anticipation of the release of material non-public information. Similarly, we do
not time the release of material non-public information based on equity award grant dates. Any options granted to our NEOs
and other executive officers are granted with an exercise price equal to or above the fair market value of the underlying stock on
the date of grant.

Any equity awards approved by the Compensation Committee are granted as of the date of a quarterly meeting, unless a future
effective date of grant is specifically authorized. Typically, equity awards are granted by the Compensation Committee pursuant
to either a live or telephonic meeting. However, the Compensation Committee may also authorize the grant of equity awards
pursuant to a unanimous written consent. If equity awards are authorized by unanimous written consent, the effective date of
the grant is the date on which our Secretary has received all signatures to the unanimous written consent, unless a future
effective date of grant is specifically authorized.

Tax and Accounting Considerations

While the Compensation Committee generally considered the financial accounting and tax implications of its executive
compensation decisions, neither element was a material consideration in the compensation awarded to our NEOs and other
executive officers during 2021.

Compensation Committee Interlocks and Insider Participation

During 2021, no executive officer of our company (i) served as a member of the Compensation Committee (or other board
committee performing equivalent functions or, in the absence of any such committee, the entire board of directors) of another
entity, one of whose executive officers served on our Compensation Committee, (ii) served as a director of another entity, one
of whose executive officers served on our Compensation Committee, or (iii) served as a member of the Compensation
Committee (or other board committee performing equivalent functions or, in the absence of any such committee, the entire
board of directors) of another entity, one of whose executive officers served as a director of our company.

COMPENSATION COMMITTEE REPORT

The Compensation Committee, which is composed solely of independent directors of the Board of Directors, assists the Board
in fulfilling its responsibilities regarding compensation matters, and is responsible under its charter for determining the
compensation of Zovio’s executive officers. The Committee has reviewed and discussed with management the Compensation
Discussion and Analysis required by Item 402(b) of Regulation S-K. Based on this review and discussion, the Committee
recommended to the Board of Directors that the section entitled “Compensation Discussion and Analysis” be included in this
Annual Report on Form 10-K for the year ending December 31, 2021.

Compensation Committee:
Michael Cole

Kirsten Marriner

Victor Nichols (Chair)
George Pernsteiner

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

BENEFICIAL OWNERSHIP TABLE

The following table presents certain information with respect to the beneficial ownership of our common stock as of March 31,
2022 by (i) each person we know to be the beneficial owner of 5% or more of our outstanding shares of common stock, (ii)
each named executive officer and director and (iii) all executive officers and directors as a group. Information with respect to
beneficial ownership is based on a review of our stock transfer records and on the Schedules 13D and 13G that have been filed
with the SEC by or on behalf of the stockholders listed below. Except as indicated by the footnotes below, we believe, based on
the information available to us, that the persons named in the table below have sole voting and investment power with respect to
all shares of common stock that they beneficially own, subject to applicable community property laws.
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Percentage of beneficial ownership is calculated based on 34,054,879 shares of common stock outstanding on March 31, 2022.
We have determined beneficial ownership in accordance with SEC rules. In computing the number of shares of common stock
beneficially owned by a person and the percentage ownership of that person, we deemed as outstanding shares of common
stock subject to stock options held by that person that are currently exercisable or exercisable within 60 days of March 31,
2022. We did not deem these shares outstanding, however, for the purpose of computing the percentage ownership of any other
person. Except otherwise indicated in the footnotes below, the address of each beneficial owner listed in the table is Zovio Inc,
1811 E. Northrop Blvd, Chandler, AZ 85286.

Number of Shares Total Shares

Number of Sub}j;c:rtc(;s(:ll))lt‘:ons Beneficially Owned
Name of Beneficial Owner Shares Held within 60 Days Number %
Principal Stockholders
Nantahala Capital Management, LLC (1) 2,980,767 — 2,980,767 8.8 %
Royce & Associates (2) 2,397,476 — 2,397,476 7.0 %
SevenSaoi Capital Partners, LLC (3) 2,069,761 — 2,069,761 6.1 %
Heartland Advisors, Inc. (4) 1,804,102 — 1,804,102 53 %
Directors and Executive Officers
Marc Brown 50,555 — 50,555 e
Teresa Carroll 61,260 — 61,260 *
Andrew Clark (5) 1,222,044 550,422 1,772,466 52 %
Michael Cole (6) 25,856 — 25,856 *
Ryan Craig 35,300 27,804 63,104 k]
Randy Hendricks — — — *
Matthew Hillman 5,810 — 5,810 &
Michael Horn 70,710 — 70,710 *
Ron Huberman — — — o
John Kiely 63,010 — 63,010 *
Kirsten Marriner 61,260 — 61,260 &
Matt Mitchell 26,772 3,719 30,491 *
Victor Nichols 71,801 28,034 99,835 ~
George Pernsteiner 71,709 — 71,709 *
Kevin Royal 138,591 — 138,591 o
John Semel 39,206 — 39,206 *
Christopher Spohn 102,101 — 102,101 o
Diane Thompson 152,067 — 152,067 *
John Wilson — — — e
All Directors and Executive Officers as a Group (16 Persons) 830,524 126,368 956,892 2.8 %

*

M
@
3

@
®)

(6

Less than one percent.

Based on the Schedule 13G, the address for Nantahala Capital Management, LLC is 130 Main St. 2nd Floor, New Canaan, CT 06840.
Based on the Schedule 13G, the address for Royce & Associates, LP. is 745 Fifth Avenue, New York, NY 10151.

Based on the Schedule 13D, the address for SevenSaoi Capital, LLC is 1165 North Clark Street, 4th Floor, Chicago, IL 60610. Mr. Cole is the Chief
Executive Officer of SevenSaoi Capital, LLC. See also footnote (6) noted below.

Based on the Schedule 13G, the address for Heartland Advisors, Inc. is 790 North Water Street, Suite 1200, Milwaukee, W1 53202.

Mr. Clark was the Company’s Chief Executive Officer and an employee until March 31, 2021, and was a director of the Company until March 22, 2021.
Includes 513,444 shares of common stock held by the Clark Family Trust, dated July 8, 1998.

Mr. Cole is the Chief Executive Officer of SevenSaoi Capital, LLC. See also footnote (3) noted above.

SECTION 16(a) REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our officers, directors and beneficial owners of more than 10% of our common
stock to timely file with the SEC certain reports regarding ownership of and transactions in our securities. Copies of the
required filings must also be furnished to us. Based solely on the Company’s review of the copies of Forms 3, 4 and 5 received
by the Company from such reporting persons, and representations made by them, the Company believes that during the year
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ended December 31, 2021, all Section 16(a) filing requirements applicable to its executive officers, directors, and greater than
ten percent beneficial stockholders were satisfied.

EQUITY COMPENSATION PLAN INFORMATION

The following table summarizes the number of outstanding options and rights granted to our employees, consultants and
directors, as well as the number of shares of common stock remaining available for future issuance, under our equity
compensation plans as of December 31, 2021:

Number of securities

Number of securities remaining available for
to be issued upon Weighted-average future issuance under
exercise of exercise price of equity compensation plans
outstanding options outstanding options (excluding securities
and rights and rights reflected in column (a))
Plan Category (a) (b) ()
Equity compensation plans approved by security
holders (1) (2) (3) 4379,123 (4 $ 7.67 (5) 6,921,689
Equity compensation plans not approved by
security holders 1,724,138 — —
Total 6,103,261 $ 7.67 6,921,689

(1)  Consists of the 2009 Plan and our Employee Stock Purchase Plan.

(2) The 2009 Plan provides for an annual increase in the number of shares available for issuance thereunder on each subsequent January 1
through and including January 1, 2027, in an amount equal to the least of (i) two percent (2%) of the outstanding shares of our common
stock on the last day of the immediately preceding fiscal year, (ii) 1,300,000 shares of our common stock or (iii) such lesser amount as
the Board may determine.

(3) The Employee Stock Purchase Plan provides for an annual increase in the number of shares available for issuance thereunder on each
subsequent January 1 through and including January 1, 2027, in an amount equal to the least of (a) one percent (1%) of the outstanding
shares of our common stock on the last day of the immediately preceding fiscal year, (b) 400,000 shares of our common stock or (c)
such lesser amount as the Board or Compensation Committee may determine.

(4) Includes 4,879,868 shares of common stock issuable upon the vesting of outstanding RSUs, PSUs and MSUs.

(5) Calculated taking into account the 4,879,868 shares of common stock issuable upon the vesting of outstanding RSUs, PSUs and MSUs
without the payment of any exercise price.

Item 13. Certain Relationships and Related Transactions, and Director Independence
Related Party Transactions

The Charter of the Audit Committee provides that any related party transaction (or series of transactions) that may require
disclosure under the rules of the SEC must be reviewed and approved by the Audit Committee. When evaluating such
transactions, the Audit Committee focuses on whether the terms of such transactions are at least as favorable to us as terms we
would receive on an arm’s-length basis from an unaffiliated third party.

There have been no related party transactions since the beginning of our last fiscal year, including any currently proposed
transactions, to which we have been or will be a party, in which the amount involved exceeds $120,000 and in which any of our
directors, executive officers, holders of more than five percent of our common stock or any member of the immediate family of
any of the foregoing persons has had or will have a direct or indirect material interest. This description does not cover
(i) compensation arrangements with our executive officers and directors that are described elsewhere under the sections entitled
“Executive Compensation” and “Corporate Governance — Director Compensation” or (ii) compensation arrangements with our
executive officers other than our NEOs that have been approved, or recommended to the Board for approval, by our
Compensation Committee.
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Indemnification Agreements

Our certificate of incorporation and bylaws require us to indemnify our directors and executive officers to the fullest
extent permitted by Delaware law. Additionally, as permitted by Delaware law, we have entered into indemnification
agreements with each of our directors and executive officers pursuant to which we agree to indemnify those individuals to the
fullest extent permitted by Delaware law against all expenses, judgments, fines, settlements and other amounts actually and
reasonably incurred by such individual in connection with the investigation, defense, settlement or appeal of any pending,
threatened or completed action, hearing, suit or other proceeding to which they are or may be made a party or threatened to be
made a party by reason of their position as a director, officer or other agent of ours, and otherwise to the fullest extent permitted
under Delaware law and our certificate of incorporate and bylaws. We also have an insurance policy covering our directors and
executive officers with respect to certain liabilities, including liabilities arising under the Securities Act of 1933, as amended, or
otherwise.

Director Independence

The Board has affirmatively determined that Mmes. Carroll and Marriner and Messrs. Cole, Craig, Horn, Huberman,
Kiely, Nichols and Wilson have no material relationships with us (either directly or as a partner, stockholder or officer of an
organization that has a relationship with us) and, accordingly, each of the foregoing members of the Board were determined to
be independent under the rules of The Nasdaq Stock Exchange (“Nasdaq”). Mr. Pernsteiner was not independent during the
time he served as a member of the Office of the CEO from March 31, 2021 through December 6, 2021. Mr. Hendricks is not
independent under Nasdaq rules because he is also currently serving as the Chief Executive Officer.

In determining whether directors were independent under Nasdaq rules, the Board considered the matters discussed in the
section entitled “Certain Relationships and Related Transactions” above. There are no family relationships between any of our
directors and executive officers. There are currently no legal proceedings, and during the past ten years there have been no legal
proceedings, that are material to the evaluation of the ability or integrity of any of our directors.

Item 14. Principal Accountant Fees and Services

Our independent registered public accounting firm is Deloitte & Touche, LLP in Phoenix, Arizona. PCAOB Auditor Firm
ID No. 34

Independent Registered Public Accounting Firm Fees and Services

The following table presents fees for professional audit and other services rendered by Deloitte for the years ended
December 31, 2021 and 2020.

2021 2020
Audit Fees (1) $ 1,315,818 § 2,257,624
Audit-Related Fees (2) — 265,745
Tax Fees (3) 19,626 157,236
All Other Fees (4) 3,790 3,790
Total $ 1,339,234 § 2,684,395

(1)  Audit Fees consist of the aggregate fees billed for 2021 and 2020 for professional services rendered for the audit of our annual
consolidated financial statements and the review of consolidated financial statements included in our quarterly reports, or professional
services rendered in connection with our filing of various registration statements or otherwise normally provided in connection with
statutory and regulatory filings or engagements.

(2) Audit-Related Fees consist of the aggregate fees billed in 2021 and 2020 for assurance and related services that are reasonably related
to the performance of the audit or review of our consolidated financial statements and are not reported under Audit Fees. Such fees
primarily related to auditing unusual transactions and compliance advice regarding Section 404 of the Sarbanes-Oxley Act of 2002.

(3) Tax Fees consist of the aggregate fees billed in 2021 and 2020 for professional services rendered for tax compliance, responses to tax
audits, tax advice and tax planning. Such fees primarily related to federal and state tax compliance, planning and consulting.

(4)  All Other Fees consist of the aggregate fees billed in 2021 and 2020 for products and services other than the services reported under
Audit Fees, Audit-Related Fees or Tax Fees. Such fees related to a subscription for accounting software.

114



Audit Committee Pre-Approval Policy

Our Audit Committee has adopted a Pre-Approval Policy pursuant to which the Audit Committee must pre-approve the
audit and non-audit services performed by our independent registered public accounting firm to assure that the provision of
such services does not impair the firm’s independence. Before we may engage the independent registered public accounting
firm to render a service, the engagement must be either specifically approved by the Audit Committee or entered into pursuant
to the Pre-Approval Policy. The Audit Committee may consider the amount or range of estimated fees as a factor in
determining whether a proposed service would impair the independence of our independent registered public accounting firm.
Under the Pre-Approval Policy, the Audit Committee may delegate pre-approval authority to one or more of its members, and
has delegated pre-approval authority to Mr. Kiely as Chair of the Audit Committee. The member or members to whom such
authority is delegated are required to report any pre-approval decisions to the Audit Committee at its next scheduled meeting.
The Audit Committee may not delegate to management the Audit Committee’s responsibilities to pre-approve services to be
performed by our independent registered public accounting firm.

All services provided by Deloitte during fiscal years 2021 and 2020 were pre-approved by the Audit Committee.

REPORT OF THE AUDIT COMMITTEE TO THE BOARD OF DIRECTORS

The following Audit Committee Report shall not be deemed to be “soliciting material” or to otherwise be considered
“filed” with the SEC, nor shall such information be deemed incorporated by reference into any filing of ours under the
Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent we specifically
incorporate it by reference into such filing.

The Audit Committee oversees our financial reporting process on behalf of the Board of Directors. Management is
responsible for the preparation, presentation and integrity of the financial statements, including establishing accounting and
financial reporting principles and designing systems of internal control over financial reporting. Our independent registered
public accounting firm is responsible for expressing an opinion as to the conformity of our consolidated financial statements
with generally accepted accounting principles. The Audit Committee operates pursuant to a charter that is available on our
website at http://www.zovio.com under “Investors - Governance.”

In performing its responsibilities, the Audit Committee has reviewed and discussed with management and Deloitte &
Touche LLP (“Deloitte & Touche”), our independent registered public accounting firm, the audited consolidated financial
statements in our Annual Report on Form 10-K for the year ended December 31, 2021. The Audit Committee has also
discussed with Deloitte & Touche the matters required to be discussed by the applicable requirements of Auditing Standard No.
1301, Communications with Audit Committees, as adopted by the Public Company Accounting Oversight Board.

The Audit Committee has received written disclosures and the letter from Deloitte & Touche required by the applicable
requirements of the Public Company Accounting Oversight Board regarding Deloitte & Touche’s communications with the
Audit Committee concerning independence, and has discussed with Deloitte & Touche its independence.

Based upon the review and discussions referred to above, the Audit Committee recommended to the Board of Directors
that our audited consolidated financial statements be included in our Annual Report on Form 10-K for the year ended
December 31, 2021.

Dated: April 15, 2022 Audit Committee:

John J. Kiely, Chairman
Teresa S. Carroll

Ryan D. Craig

Victor K. Nichols
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PART IV

Item 15. Exhibits, Financial Statement Schedules

(@)

The following documents are included as part of this Annual Report on Form 10-K:

(M

Report of Independent Registered Public Accounting Firm
Consolidated Balance Sheets
Consolidated Statements of Income (Loss)
Consolidated Statements of Stockholders' Equity
Consolidated Statements of Cash Flows

Notes to Annual Consolidated Financial Statements

Financial Statements.

................................................. 43
........................................................................ 45
.............................................................. 46
......................................................... 47
................................................................ 48
...................................................... 49

2) Financial Statement Schedules.
All financial statement schedules have been omitted as they are not required, not applicable, or the required
information is otherwise included.
(3)  Exhibits.
Exhibit Description of Document Filed Incorporated Form  Exhibit Date Filed
Herewith by Reference No.
Charter Documents and Instruments Defining Rights of
Security Holders
3.1 Zovio Amended and Restated Certificate of Incorporation, as X 10-Q 3.1 May9,2019
amended.
32 Third Amended and Restated Bylaws of Zovio Inc. X 8-K 3.2 April 2,2019
33 Amendment No. 1 to the Third Amended and Restated Bylaws X 8-K 3.1 January 28, 2021
of Zovio Inc.
4.1 Specimen of Stock Certificate. X S-1 4.1  March 30, 2009
4.2 Second Amended and Restated Registration Rights Agreement X S-1 4.4  September 4, 2009
dated August 26, 2009 among the registrant and the other
persons named therein.
4.3 Description of the registrants securities X
Employee Benefit Plans
10.1 Amended and Restated 2009 Stock Incentive Plan, dated May X 10-K 10.1 March 12,2019
10, 2017.
10.2 First Amendment to Amended and Restated 2009 Stock X S-8 99.2  January 17,2017
Incentive Plan.
10.3 Amended and Restated 2009 Stock Incentive Plan - Form of X S-8 99.4 May 13,2009
Nonstatutory Stock Option Agreement for Executives and
Senior Management.
104 Amended and Restated 2009 Stock Option Plan - Form of X 10-Q 10.3  May 3, 2011
Nonstatutory Stock Option Agreement (effective March 2011).
10.5 Amended and Restated 2009 Stock Incentive Plan - Form of X S-8 99.5 May 13,2009
Incentive Stock Option Agreement for Executives and Senior
Management.
10.6 2009 Stock Incentive Plan - Form of Restricted Stock Unit X 8-K 99.1 June 27,2011
Award Agreement (Deferred Settlement).
10.7 2009 Stock Incentive Plan - Form of Restricted Stock Unit X 8-K 99.2  June 27,2011
Award Agreement (General).
10.8 Amended and Restated 2009 Stock Incentive Plan - Form of X 8-K 10.1  December 23,2014
Performance Stock Unit Award Agreement.
10.9 Amended and Restated 2009 Stock Incentive Plan - Amendment X 10-K 10.16 March 10, 2015
to Performance Stock Unit Award Agreement.
10.10 Amended and Restated 2009 Stock Incentive Plan - Form of X 10-Q 10.1  August2,2016
Performance Cash Award Agreement (with Performance
Component)
10.11 Amended and Restated 2009 Stock Incentive Plan - Form of X 10-Q 10.2  August 2, 2016
Performance Cash Award Agreement (General)
10.12 Form of Non-Plan Stock Option Agreement. X S-8 99.6 May 13,2009
10.13 Form of Compensatory Warrant Agreement. X S-1 4.10 March 20, 2009
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10.14 *
10.15 *

10.16
10.17
10.18
10.19 *

10.20 *

10.21 *
10.22 *
10.23 *

10.24 *
10.25 *
10.26 *
10.27 *
10.28 *
10.29 *

1030 +

1031

1032 +

1033 +

1034 +

1035 +

10.36

1037 +

10.38

10.39

10.40

1041 +

1042 +

Description of Document

Amended and Restated Employee Stock Purchase Plan.

Bridgepoint Education Nonqualified Deferred Compensation
Plan

2009 Stock Incentive Plan - Form of 2018 MSU Agreement.

Zovio Inc Executive Relocation Policy

Zovio Inc 2021 CEO Inducement Equity Incentive Plan

Director Equity Deferral Program X
Agreements with Executive Officers and Directors

Amended and Restated Employment Agreement between
Andrew S. Clark and the registrant.

Offer Letter to Diane Thompson.
Amended and Restated Executive Severance Plan.

Amended and Restated Form of Severance Agreement under the X
Executive Severance Plan.

Form of Indemnification Agreement.

Stock Ownership Guidelines (effective May 14, 2013).

Offer Letter to Kevin Royal, dated April 13, 2018

Offer Letter to John Semel, dated January 25, 2019

Employment Agreement for Mr. Spohn dated April 2020

Offer Letter to Randy Hendricks, dated November 3, 2021 X
Material Real Estate Agreements

Standard Form Modified Gross Office Lease dated October 22,
2008, and addendum, with Sunroad Centrum Office I, L.P.
related to the premises located at 8620 Spectrum Center Lane,
San Diego, California.

First Amendment to Standard Form Modified Gross Office
Lease dated September 16, 2011, with Sunroad Centrum Office
I, L.P., related to the premises located at 8620 Spectrum Center
Lane, San Diego, California.

Office Lease dated February 28, 2011 with WSC 1515 Arapahoe
Investors V, L.L.C., related to the premises located at located at
1515 Arapahoe Street, Denver, Colorado.

Commencement Date Memorandum and First Amendment to
Office Lease dated November 18, 2011 with WSC 1515
Arapahoe Investors V, L.L.C., related to the premises located at
located at 1515 Arapahoe Street, Denver, Colorado.

Lease dated August 8, 2011, with CCP/MS SSIII Denver Tabor
Center I Property Owner LLC, related to the premises located at
1200 17th Street and 1201 16th Street, Denver, Colorado.

First Amendment dated June 28, 2012, with CCP/MS SSIII
Denver Tabor Center I Property Owner LLC, related to the
premises located at 1200 17th Street and 1201 16th Street,
Denver, Colorado.

Office Lease dated August 15, 2018 with Ascend Northrup,
LLC, related to the premises at 1811 E. Northrup Boulevard,
Chandler, Arizona

Material Strategic Agreements

Services Order Form, dated September 20, 2016, with
Instructure, Inc.

Agreement and Plan of Reorganization by and among
Bridgepoint Education, Inc., FS Merger Sub, Inc., FS Merger
Sub, LLC, Fullstack Academy, Inc., and Fortis Advisors, LLC,
as Representative.

Agreement and Plan of Reorganization, dated April 3, 2019, by
and among Zovio Inc, Toucan Merger Sub, Inc., TM Merger
Sub, LLC, TutorMe.com, Inc., and Jonathan Sciama, as the
Shareholder Representative.

Letter Agreement, dated as of February 4, 2020, among Zovio
Inc, SevenSaoi Capital, LLC, SevenSaoi Capital Partners II,
LLC, SevenSaoi Capital Partners ITA, LLC and Michael P. Cole.

Strategic Services Agreement, dated December 1, 2020, by and
between Zovio Inc and University of Arizona Global Campus

Asset Purchase and Sale Agreement, dated December 1, 2020,
by and among Zovio Inc, Ashford University, LLC, The
University of Arizona and The University of Arizona Global
Campus
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Filed
Herewith

Incorporated
by Reference

X
X

X

ol

HKoR X )X

Form  Exhibit
No.

8-K 99.1
10-Q 10.7
10-K 10.16
10-Q 10.1
S-8 99.1
10-K 10.2
S-1 10.28
10-Q 10.1
10-K 10.33
10-K 10.33
10-Q 10.1
10-K 10.28
10-Q 10.1
S-1 10.17
10-Q 10.4
10-Q 10.1
10-K 10.55
10-Q 10.3
10-Q 10.2
10-Q 10.1
10-Q 10.1
10-Q 10.1
10-Q 10.2
8-K 10.1
8-K 10.1
8-K 2.1

Date Filed

March 22,2010
May 3,2010

March 12,2019
August 7, 2019
January 5, 2022

March 10, 2015

March 20, 2009
August 4, 2015

March 8, 2016
March 17,2014
May 1, 2018
March 12,2019
April 29, 2020

March 2, 2009

December 16, 2011

May 3, 2011

March 7, 2012

November 1, 2011

August 7, 2012

November 8, 2018

November 8, 2016

May 9, 2019

May 9, 2019

February 5, 2020

December 1, 2020

September 3, 2020



Exhibit

1043 +

14.1

21.1

23.1

24.1

32.1

101

104

Description of Document

Amendment No. I to Asset Purchase and Sale Agreement, dated
December 1, 2020, by and among Zovio Inc, Ashford
University, LLC, The University of Arizona and The University
of Arizona Global Campus

Code of Ethics

Amended and Restated Code of Ethics
Subsidiaries

List of subsidiaries of the registrant.
Consent and Power of Attorney

Consent of independent registered public accounting firm,
Deloitte & Touche LLP

Power of Attorney (included on signature page).
Certifications Required by Sarbanes-Oxley Act of 2002

Certification of Randy J. Hendricks, Chief Executive Officer,
pursuant to Rule 13a-14(a) or 15d-14(a) of the Securities and
Exchange Act of 1934, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

Certification of Kevin Royal, Chief Financial Officer, pursuant to
Rule 13a-14(a) or 15d-14(a) of the Securities and Exchange Act
of 1934, as adopted pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

Certification pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
executed by Randy J. Hendricks, Chief Executive Officer, and
Kevin Royal, Chief Financial Officer

Inline Interactive Data

The following financial information from our Annual Report on
Form 10-K for the fiscal year ended December 31, 2021, filed
with the SEC on April 15, 2022, formatted in Extensible
Business Reporting Language (“XBRL”): (i) the Consolidated
Balance Sheets as of December 31, 2021 and 2020; (ii) the
Consolidated Statements of Income (Loss) for the years ended
December 31, 2021 and 2020; (iii) the Consolidated Statements
of Stockholder's Equity for the two years ended December 31,
2021; (iv) the Consolidated Statements of Cash Flows for the
years ended December 31, 2021 and 2020; and (v) the Notes to
Annual Consolidated Financial Statements.

Cover Page Interactive Data File (formatted as Inline XBRL and
contained in Exhibit 101)

Filed

Incorporated

Herewith by Reference

X

X

* Indicates management contract or compensatory plan or arrangement.

X

Form

8-K

8-K

Exhibit

No.

10.2

14.1

Date Filed

December 1, 2020

December 1, 2009

T Portions of this exhibit have been omitted pursuant to a request for confidential treatment and the non-public information
has been filed separately with the SEC.

Item 16. Form 10-K Summary

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.

Z0OVIO INC

/s/ RANDY J. HENDRICKS

Randy J. Hendricks
(Chief Executive Officer)

Dated: April 15,2022
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KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and
appoints Randy J. Hendricks and Kevin Royal, jointly and severally, as his attorney-in-fact, each with the power of substitution,
for him in any and all capacities, to sign any amendments to this Annual Report on Form 10-K and to file the same, with
exhibits thereto and other documents in connection therewith, with the Securities and Exchange Commission, hereby ratifying
and confirming all that each of said attorneys-in-fact, or his substitute or substitutes, may do or cause to be done by virtue
hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following
persons on behalf of the registrant and in the capacities and on the dates indicated.
Name Title Date

/s/ RANDY J. HENDRICKS Chief Executive Officer (Principal Executive Officer) and a Director April 15,2022
Randy J. Hendricks

/s/ KEVIN ROYAL Chief Financial Officer (Principal Financial Officer) April 15,2022
Kevin Royal

Vice President, Chief Accounting Officer and Corporate Controller (Principal Accounting
/s/ STEVEN BURKHOLDER Officer) April 15,2022

Steven Burkholder

/s/ TERESA S. CARROLL Director April 13,2022

Teresa S. Carroll

/s/ MICHAEL P. COLE Director April 14,2022

Michael P. Cole

/s/ RYAN D. CRAIG Director April 12,2022
Ryan D. Craig

/s/ MICHAEL B. HORN Director April 13,2022
Michael B. Horn

/s RON HUBERMAN Director April 13,2022

Ron Huberman

/s/ JOHN J. KIELY Director April 13,2022
John J. Kiely
/s/ KIRSTEN M. MARRINER Director April 13,2022

Kirsten M. Marriner

/s/ VICTOR K. NICHOLS Director April 13,2022
Victor K. Nichols

/s/ GEORGE P. PERNSTEINER  Director April 13,2022

George P. Pernsteiner

/s/ JOHN S. WILSON JR. Director April 13,2022
John S. Wilson Jr.
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Management

Randy Hendricks
Chief Executive Officer

Dr. Jodi Feikema
Senior Vice President
Learning Products and Services

Matt Hillman
Executive Vice President of
University Partnerships

Matt Mitchell
Senior Vice President,
General Counsel and Secretary

Kevin Royal
Executive Vice President
and Chief Financial Officer

Vickie Schray
Executive Vice President
and Chief External Affairs
Officer

John Semel
Executive Vice President
and Chief Strategy Officer

Christopher Spohn
Executive Vice President
of Operations

Board of Directors

George Pernsteiner
Chairman of the Board
Former President

State Higher Education
Executive Officers Association

Teresa Carroll
Former President of
Oasis, a Paychex Company

Michael Cole
Founder
SevenSaoi Capital

Ryan Craig

Founding Partner
University Ventures and
Achieve Partners

Randy Hendricks
Chief Executive Officer
Zovio Inc

Michael Horn
Owner
Horn-Ed LLC

Ron Huberman
Chief Executive Officer
Benchmark Analytics

John Kiely
Former Partner
PricewaterhouseCoopers LLP

Kirsten Marriner
Executive Vice President

and Chief People & Corporate
Affairs Officer

The Clorox Company

Victor Nichols
Former Chairman
Harland Clarke Holdings

Dr. John Wilson
Visiting Scholar
Harvard School of Business

Corporate Address
Zovio Inc

1811 East Northrop Boulevard
Chandler, AZ 85286

Ticker Symbol
Nasdaqg: ZVO

Transfer Agent
EQ Shareowner Services
Telephone: 800.4011957

Mail

EQ Shareowner Services
PO Box 64874

St. Paul, MN 55164-0874

Courier

EQ Shareowner Services

1110 Centre Pointe Curve, Suite 101
Mendota Heights, MN 55120

Contact Us
866.475.0317, ext 10003
investorrelations@zovio.com

i.“e ZOVIO



Zovio (Nasdag: ZV0O) is an education
technology services company that partners
with higher education institutions and
employers to deliver innovative, personalized
solutions to help learners and leaders achieve
their aspirations. For higher education, Zovio
offers institutions innovative marketing,
enrollment, and student services — powered
by data and analytics - to take their programs
online and fulfill their critical recruitment and
retention needs.

For employers, Zovio offers a diverse set of learning
and development solutions that go beyond
upskilling, demonstrate return on investment via
increased employee retention, and partners with
employers to help fulfill talent pipeline needs.
Zovio provides learners with a personalized online
education experience tailored to their individual
learning and support needs while achieving strong
learner outcomes and demonstrating a return on
invested tuition dollars.

The Zovio network, including Fullstack Academy
and TutorMe, leverages its core strengths to
solve priority market needs through education
technology services. Zovio's purpose is to help
everyone be in a class of their ow :

L

7.4 ZoViO.
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