Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

2. Summary of Significant Accounting Policies (continued)

Tenant improvement allowances are recorded as a deferred rent obligation upon receipt and
amortized to income over the lease term as a reduction of rent expense. The capital expenditures
funded by these tenant improvement allowances are recorded as leasehold improvements. Tenant
improvement allowances are treated as noncash transactions in the accompanying consolidated
statements of cash flows, since the allowances are either paid directly to the contractor by the
lessor or are paid to the Company by the lessor at essentially the same time as the Company pays
" the contractor. The Company received $1,523,020 and $750,000 in construction allowances for
the years ended December 31, 2011 and 2010, respectively.

Stock Compensation

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

Use of Estimates

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

Reclassifications
Certain 2010 amounts have been reclassified to conform to the 2011 presentation.
Subsequent Events

The Company has evaluated subsequent events through April 9, 2012, the date these financial
statements were available to be issued.
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

5. Other Intangible Assets (continued)

Accreditation and licenses, curriculum, Title IV Program participation rights, and trademarks are
considered to have indefinite lives and therefore are not amortized. Other intangible assets are
amortized using the straight-line method over two years. Amortization expense was $24,507 and
$11,466,244 for the years ended December 31, 2011 and 2010, respectively.

The estimated future aggregate amortization expense as of December 31, 2011, is as follows:

2012 $ 2,464
$ 2,464

6. Income Taxes

The Company’s policy is to classify interest and penalties as part of its provision for income
taxes. The Company’s federal income tax returns for the year 2007 and thereafter are available
for examination by the United States Internal Revenue Service. The Company files in numerous
state jurisdictions with varying statutes of limitation. The Company’s state income tax returns for
2006 through 2010 remain subject to examination by various state authorities.

The activity of the Company is included in the consolidated federal income tax return of VAC.
The Company calculates its income tax provision on a separate-company basis. Current taxes
payable are remitted to VAC.

The provision for income taxes for the years ended December 31, 2011 and 2010, differs from
the amount of income tax determined by applying the applicable U.S. statutory federal income
tax rate to pretax income as a result of state income taxes and nondeductible expenses for tax
purposes.
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

7. Related Party Transactions

The Company periodically has intercompany activity with its parent, Vatterott Education
Holdings Inc. (Holdings), including, but not limited to, income tax payments (see Note 7).
Intercompany activity with Holdings is non-interest-bearing. As of December 31, 2011, the
Company has a $22,157,055 balance due from Holdings, included in the accompanying
consolidated balance sheet. At December 31, 2010, the intercompany balance was $3,999,690
due to Holdings.

8. Lease Commitments

The Company leases its campus buildings and headquarters under noncancelable operating
leases with initial terms of up to twelve years and renewal options.

Future minimum annual lease payments at December 31, 2011, are as follows:

2012 $ 14,648,307
2013 12,697,553
2014 11,331,255
2015 7,545,757
2016 6,205,916
Thereafter 11,903,069

$ 64,331,857

Total rent expense for all operating leases was $11,923,185 and $11,347,873, for the years ended
December 31, 2011 and 2010, respectively.

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

Equipment held under capital leases, included in furniture, fixtures, and equipment, totaled
$7.983,105 and $7,152,000 as of December 31, 2011 and 2010, respectively, and the related
accumulated amortization totaled $4,656,211 and $2,635,623 as of December 31, 2011 and 2010,
respectively. Amortization expense on leased assets totaled $2,020,588, and $2.437,841 for the
years ended December 31, 2011 and 2010, respectively.
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

8. Lease Commitments (continued)

As of December 31, 2011, future minimum lease payments under capital leases are as follows:

2012 $ 1,867,173
2013 1,356,166
2014 526,677
2015 227,761
2016 79,714
Total minimum lease payments 4,057,491
Less amount representing interest 309,957
Present value of minimum lease payments, including current

portion of capital lease obligations of $1,678,152 $ 3,747,534

Interest paid on capital lease obligations amounted to $279,215 and $321,250 for the years ended
December 31, 2011 and 2010, respectively.

9. Employee Benefit Plans

The Company sponsors a 401(k) plan (the Vatterott Plan) for eligible employees who are
employed by the Company for 90 days, have attained the age of 21, and have worked at least
1,000 hours during the plan year. The employees may elect to defer up to 60% of their salary,
subject to Internal Revenue Service limits. The Company may make a matching percentage
contribution on a discretionary basis as determined by the Company’s Board of Directors. In
2010 and 2009, the Company elected to match 25% of employees’ contributions up to the first
4% contributed. The Company’s expense related to this plan was $65,614, and $66,627 for the
years ended December 31, 2011 and 2010, respectively.

10. Stock-Based Compensation

VAC adopted the 2009 Stock Option and Grant Plan (the VAC Plan) for the benefit of the
Company’s management personnel and nonemployee directors. Up to 4,508.5 shares of VAC’s
common stock may be issued under the plan. Of the option shares under the plan, 25% vest on
the first anniversary of the grant date, and the remaining 75% vest in 36 equal monthly
installments at the end of each month following the first anniversary of the grant date. Certain of
the stock options are subject to accelerated vesting or termination in certain circumstances.
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Vatterott Educational Centers, Inc.

Notes to Consolidated Financial Statements (continued)

11. Commitments and Contingencies

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

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

credit in the amount of $20,471,034 at December 31, 2011, to enable it to continue to participate
in federal Title IV Programs.
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Vatterott Educational Centers, Inc.

Related Party Transactions

December 31, 2011

There were no related party transactions other than those disclosed in Note 7.
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Exhibit 13

































E. Tenant shall be required to maintain Commercial General Liability Insurance
for the operations of Tenant, in the amounts described in subsection 10B, hereof and “All-
Risk” property damage insurance on the contents of the Building. Tenant shall furnish, or
cause to be furnished, to Landlord and Landlord’s mortgagee, prior to the inception of each
successive policy period, insurance certificates, naming Landlord and Landlord’s mortgagee,
if any, as additional insureds, and upon request by Landlord, copies of such policies required
to be maintained by Tenant hereunder. All policies of insurance required to be provided by
Tenant hereunder shall include an endorsement to show that such insurance carrier acknowledges
the waiver of subrogation in favor of Landlord contained in Section 11, below.

G. The proceeds of the policies of insurance required to be obtained and maintained
by Landlord pursuant to this Lease shall, to the extent necessary, be used for the performance of
Landlord’s obligations under Section 13 hereof (it being agreed that such proceeds delivered to
Landlord’s lender may be disbursed in accordance with such lender’s reasonable disbursement
requirements).

11. Waiver of Subrogation.

Notwithstanding any other provisions herein, Landlord and Tenant on their own behalf and,
on behalf of its insurers, and on behalf of anyone claiming under or through either one by way of
subrogation, hereby release and waive all rights of recovery and causes of action against each
other from any and all liability for any loss or damage to property or resulting from damage to
such property, whether caused by the negligence or fault of the other party, which is normally
insured under Special Form property insurance (formerly known as “All Risk’) and time element
insurance required to be maintained hereunder. Landlord and Tenant agree to furnish to each
insurance company which has or will issue policies of “All-Risk” Property Insurance on the
Premises, notice of the terms of the mutual waivers contained herein and to have the insurance
policies properly endorsed, if necessary, to acknowledge the subrogation waivers contained
herein.

12. Indemnity.

A, Except as otherwise provided in Section 11 hereof, Tenant covenants to defend and
indemnify Landlord and hold Landlord harmless from and against any and all claims, actions,
damages, liability and expense, including reasonable attorneys’ fees, (x) in connection with loss
of life, personal injury and/or damage to property arising from or out of any occurrence in or
upon the Premises, or any part thereof during the Term, or (y) occasioned wholly or in part by
any act or omission of Tenant, its agents, contractors, employees, servants or licensees, except to
the extent such claims, actions, damages, liabilities and expenses are caused by the acts or
omissions of Landlord, its agents, contractors, licensees, employees, or for which any of said
parties may be statutorily liable.

B. Except as otherwise provided in Section 11 hereof, Landlord covenants to defend
and indemnify and hold Tenant harmless from and against any and all claims, actions, damages,
liability and expense, including reasonable attorneys’ fees, in connection with loss of life,
personal injury and/or damage to property occasioned wholly or in part by any act or omission of
Landlord, its agents, contractors, employees, servants, tenants (other than Tenant), occupants or
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15. Default.

(A)  The following events shall constitute “Lease Events of Default™

i) Tenant shall fail to make any payment of Base Rent and/or Additional
Rent within five (5) days after Tenant receives written notice from Landlord of Tenant’s failure
to pay Base Rent and/or Additional Rent when due;

(ii) Tenant shall fail to make any payment of Base Rent and/or Additional
Rent when due, at any time during a calendar year in which Tenant has already received three (3)
notices of its failure to pay Base Rent and/or Additional Rent by the date when due:

(iii) Tenant shall fail to timely perform or observe any covenant or agreement
(not otherwise specified in this Section 15) to be performed or observed by it hereunder and such
failure shall continue for a period of thirty (30) days after written notice thereof from Landlord or
Landlord’s lender; provided that the continuation of such a failure for thirty (30) days or longer
after such notice shall not constitute a Lease Event of Default if such failure cannot reasonably
be cured within such thirty (30) day period, and Tenant shall be diligently and continuously
prosecuting the cure of such failure; provided, that such failure must be cured within the earlier
of one hundred eighty (180) days after written notice and the expiration of the term of this Lease;

(iv) Tenant shall fail to provide Landlord and Landlord’s lender with evidence
of insurance as provided in, and within the time period set forth in Section 10 and such failure
shall continue for a period of ten (10) days after notice of such failure to Tenant from Landlord
or Landlord’s lender;

(v) any representation or warranty made by the Tenant herein shall prove to
have been incorrect in any material respect when such representation or warranty was made;

(vi) (a) Tenant makes any general arrangement or assignment for the benefit of
creditors; (b) becomes a “debtor” as defined in 11 U.S.C. § 101 of the Bankruptcy Code or any
successor statute thereto (unless, in the case of a petition filed against Tenant, the same is
dismissed within sixty (60) days); (c) the appointment of a trustee or receiver to take possession
of substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this Lease,
where possession is not restored to Tenant within sixty (60) days; or (d) the attachment,
execution or other judicial seizure of substantially all of Tenant’s assets located at the Premises
or of Tenant’s interest in this Lease where such seizure is not discharged within sixty (60) days;
provided, that in the event that any provision of this subsection (vi) is contrary to any applicable
law, such provision shall be of no force of effect; or

(vil)  Tenant shall have assigned this Lease or sublet the Premises in violation of
Section 17.

B.  Enforcement Remedies. Upon the occurrence of any Lease Event of Default and at
any time thereafter so long as the same shall be continuing, Landlord may, at its option, by notice
to Tenant do one or more of the following as Landlord in its sole discretion shall determine:
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