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Apollo Group is a global leader dedicated to transforming lives through the power of

education. Our culture has been one of providing access and opportunity for those who desire

to learn and a positive work environment for our dedicated staff and faculty working around

the globe. Because of Apollo’s sustained commitment to academic excellence and accessibility,

we have become one of the world’s largest and most influential educational leaders.






LETTER TO OUR SHAREHOLDERS

This was a rewarding year for Apollo Group and its stakeholders. We began to reap the benefits of the substantial
investment and management decisions we made over the last couple of years, and we are very pleased with

advances we have achieved in both our campus and our corporate operations.

Financially, our achievements resulted in net income of $408.8 million, or $2.35 per diluted share, on
consolidated revenue of $2.7 billion, a 9.9% increase over fiscal 2006. Average quarterly degreed enrollments
grew by 10.5%, and we ended the fiscal year with 313,700 students enrolled in our degree programs. We

continue to generate positive cash flow as well, and ended the year with $339 million in unrestricted cash.

In 2007, we continued our investments in University of Phoenix. These included developing approximately
20 new academic programs, hiring additional enrollment counselors and support staff, enhancing instructional
technology, refining Internet advertising, allocating more dollars for institutional branding, and enhancing our
corporate infrastructure to support continued growth. While these investments have suppressed margins slightly,

we believe they are the right initiatives to pursue in order for us to create long-term value for our shareholders.

We also invested actively in our people during the last year. We strengthened our management team, particularly
in the finance area, and added additional talent and expertise to our board of directors. We additionally fortified
our financial controls and corporate governance, making Apollo Group a stronger company today and better
poised for growth into the future. As a result of our improved controls and governance, we were able to remedy
the material weaknesses identified in last year's audit. Importantly, we reported no material weaknesses in

internal controls this year.

We enter fiscal 2008 with positive momentum. We will continue to invest and execute in accordance with our
strategic plan to best position Apollo Group for long-term sustainable growth in both domestic and international
markets. In October, we announced the formation of Apollo Global, a $1 billion joint venture with The Carlyle Group,

for the purpose of pursuing investments in the international education services sector. Carlyle’s expertise and



University of Phoenix’s doctoral graduates already have demonstrated
their success as scholars-practitioners-leaders by producing
two of the top ten best-selling dissertations in 2006, according
to data compiled by ProQuest. In 2005, it was a University of
Phoenix alumna who topped the best-selling list, with dissertations
from four additional graduates included in the top ten.

track record make it a significant partner for our global expansion. The joint venture will utilize the portfolio
of core competencies available within Apollo Group, while leveraging Carlyle’s education services experience,

industry and political relationships, and strategic assets in the global education sector.

Our Apollo Global team will pursue an array of international opportunities we have, while we keep a firm hand

on our goals and growth plans for our high-return core domestic businesses. A prime example of our domestic
emphasis is the approximately 20 new academic programs launched in fiscal 2007 as well as the 40 new programs
currently in development, which we intend to launch over the next several quarters. With recent approval from
the Higher Learning Commission, University of Phoenix is now poised to offer its first Doctor of Philosophy (Ph.D.)
degrees through its School of Advanced Studies. The ability to confer Ph.D. degrees is an important milestone

for the University and further validates the University’s academic excellence.

We also continue to make productivity and efficiency gains in the areas of marketing, lead generation, and
student acquisition. These factors were the primary drivers of our recent acquisition of Aptimus. This acquisition
allows us to bring the management of our online marketing investments back in-house. Aptimus and its technology
provide Apollo with better control over its online brands and the flexibility and talent to invest in significant
innovation. Being on the leading edge of digital media and Internet marketing communications will enable us

to communicate more effectively with prospective students and other constituents online.

Overall, this was a year of substantial positive transformation for Apollo Group, and we thank all of our shareholders
and employees for their continued support. The demand for higher education continues to be strong, and we

are very confident about Apollo Group’s bright future.

John Sperling Brian Mueller
Acting Executive Chairman of President
The Board and Founder



Operating Income ($ in miliions)

Revenues (s in billions) Net Income (s in millions) Operating Margin (%)
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TRANSFORMING EDUCATION

For more than 30 years, academic excellence, opportunity, and accessibility have remained constant
themes at Apollo Group. Its leadership places a high value on innovation as a means to continually enhance
service, curriculum, and academic offerings. These traditions have become the common thread throughout
all of Apollo’s subsidiaries, from its flagship University of Phoenix to Institute for Professional Development,
Western International University, College for Financial Planning, Insight Schools, and its newest additions,

Aptimus and Apollo Global.

More than 310,000 students are enrolled in degree programs at University of Phoenix, an increase in degreed
enrollments of 11.1% from fiscal 2006. Furthermore, over the years, hundreds of thousands of students have
graduated from University of Phoenix and Apollo’s other subsidiary institutions. This diverse student and
alumni population encompasses mothers, fathers, teachers, nurses, clerks, soldiers, as well as CEQs, CFOs,

government employees, and business people from all walks of life.

Apollo Group provides programs and services at 102 campuses and 157 learning centers in 40 states;
the District of Columbia; Puerto Rico; Alberta and British Columbia, Canada; Mexico; the Netherlands; as well as

online throughout the world. Each Apollo institution has its own individual identity and educational offerings:

University of Phoenix, Apollo’s flagship university, is the United States’ largest private, accredited university with
undergraduate and graduate degree programs. Programs are offered both on campus and online, and designed
to accommodate the needs of working students. The University’s programs range from two-year associate’s degrees

for students with little or no college experience, to bachelor’s, master's and doctoral programs.

» Western International University offers undergraduate and graduate degree programs at one campus and four

learning centers in Arizona, and through various joint educational agreements in China and India.






2007 Degreed Enroliments"?)
04 _ 313,700 (M Represents information for University of Phoenix (UPX) and Axia College only.

(2 Represents individual students enrolled in our degree seeking programs that attended a

Q3 I 311,100 course during the quarter and did not graduate as of the end of the quarter (includes Axia
Q2 _ 298.400 students enrolled in WIU or UPX) (rounded to hundreds). Degreed enroliments include any

student who graduated from one degree program and started a new degree program (for

Q1 I 291,800 example, a graduate of the associate’s degree program returns for a bachelor's degree or a
graduate of a bachelor's degree program returns for a master's degree), as well as students
[/ DOCTORAL [ MASTERS MIBACHELORS M ASSOCIATES who have been out of attendance for greater than 12 months and return to a program.

College for Financial Planning provides financial planning education programs; graduate degree programs in
financial planning, financial analysis, and finance; and certification programs in retirement, asset management,

and other financial planning areas.

Institute for Professional Development provides program development and management consulting services to
regionally accredited private colleges and universities that are interested in expanding or developing programs

for working adults.

Insight Schools operates an online high school and provides online education to a diverse body of students
including the home-schooled, the academically or socially challenged, the gifted, the physically challenged, and those

who are professionally engaged and who would not otherwise be able to complete their high school education.

TRANSFORMING LIVES
The Apollo Group’s solid foundation lies not just in its programs, but in its talented faculty and staff. Their
commitment and expertise combined with Apollo’s cutting edge academic models and technologies create the

most engaging, informative educational experience for students.

At the end of fiscal 2007, Apollo had more than 36,000 total employees including over 21,000 faculty members
working across the country and around the globe. Apollo’s faculty are more than just leaders in class; they're
also leaders in their respective fields. They represent a diversity of cultures, knowledge, and experience, from those
steeped in academic teaching in the liberal arts, to those who hold positions within the professional fields they
teach. All have earned master’s or doctoral degrees and, as a result, they are equally adept at discussing

the latest academic theory or the most current industry practices. When they are not teaching, members of
Apollo’s faculty are successful executives, supervisors, managers, researchers, business owners, physicians,

teachers, and other professionals.

Employee/Years of Service - December 31, 2007

Back row (left to right): Grant Gasson [16 years, 10 months], Janess Pasinski [13 years, 10 months]
Center (left to right): Naureen Saira [1 year, 7 months], Ban Nguyen [1 year, 9 months]

Seated front: Michael Perry [17 years, 9 months]



Employee/Years of Service - December 31, 2007

Back row (left to right): Rod Bernat [26 years, 8 months],
Marcin Jackowiak [1 year, 8 months], Nubia Bristol [1 year],
Rebecca Henriksen [19 years, 4 months], David C. Brown

[18 years, 9 months], Guna Bellampalli [12 years, 10 months]

Front row (left to right): Charlita Shelton [10 years, 10 months],
Atoosa Yousefi [3 years], Zanda Sakhi [12 years, 3 months],
Camille Coppersmith [26 years, 4 months]

Many of Apollo’s personnel have received a degree
from an Apollo institution, and they are first to speak
to the quality of their education. As graduates and
employees, many assume leadership positions within
the Company, managing departments, overseeing
technology, recruiting or advising new students, or
performing many other business and academic
functions. Many members of the Apollo family have
been with the Company since the very beginning

of their careers. While enjoying such a tenured
workforce, Apollo is also pleased to be a fast-growing
organization with an increasingly diverse and vibrant
employee base. Today, new employees are joining
the Company from all over the world, and Apollo looks
forward to being an employer of choice as it creates

more new jobs for more employees in the future.

Diversity at Apollo Group is at the Company’s core,

represented through its employees, its faculty, its
student body, and its programs all over the world. Apollo’s diversity initiatives integrate with human resources
to achieve business success. The Company also ensures the necessary infrastructure to encourage a diverse

and multicultural environment across the Company’s spectrum of institutions.

Apollo’s Office of Diversity works in tandem with its employee training organization, Apollo Corporate
University (ACU), to create and implement employee training which will increase employee awareness,
aid staff in understanding differences, and promote inclusion and effective communications. A majority of
Apollo employees have already completed the Company’s first web-based course in diversity titled,

We Belong, We Contribute—Inclusion and Diversity at Apollo Group.



DIVERSITY TRAINING
In 2007, the Office of Diversity and ACU designed in-classroom diversity training to enhance its

current online courses and modules. This exercise enabled staff to share knowledge and experiences,
ask questions, and receive immediate feedback. Nearly 2,000 employees on multiple campuses had
the opportunity to participate in this training in just six months through an accelerated schedule.
After completion, employees were surveyed to assess their experience with the diversity training.

Positive results in two key survey areas illustrate the program’s success:

Q | Did you apply what you learned from Q | Did you implement the content learned
this course in your position? in your team sessions?

A | Yes—70 percent of the respondents A | Yes—92 percent of the respondents indicated
answered in the affirmative. they had taken some action to implement

what was learned in their team sessions.
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APOLLO’S DIVERSITY MISSION STATEMENT

Apollo Group, Inc. recognizes and embraces the diversity of its students,
staff and faculty and, in recognition of this diversity, strives to maintain
a united environment embodying principles of mutual respect and
acceptance for everyone. It is within this environment that Apollo and

its shareholders will achieve success.

TRANSFORMING CITIZENSHIP

The Apollo Group is a vital part of the communities where its students work and live. It understands that
learning is about more than simply imparting knowledge; it is also about creating a sense of social responsibility
through its programs, people, and actions. An educated citizenry is better prepared to understand, analyze,

and resolve various social issues.

The Apollo Group values and encourages

an educated workforce, and as such, provided
hundreds of scholarship donations during the
past fiscal year. These scholarships helped
students receive an education they might not

otherwise have been able to afford. Apollo

selects local, national, and international

University of Phoenix partners with Habitat for Humanity to build a home for the
Jimenez family. non-profit organizations that reach exceptional

teenagers, young adults, parents, returning veterans, and others. Scholarship recipients include members of

organizations such as the Boys and Girls Club, the Urban League, and Big Brothers Big Sisters.

Scholarship programs also recognize graduates who have demonstrated the life-changing impact of a college
education. University of Phoenix’s “Paying it Forward” Scholarship program recognizes 30 outstanding alumni,
and provides them the opportunity to sponsor and award a full-tuition scholarship to an individual who, like

them, would be able to change and improve their lives through a college education.

In addition, in 2007 Apollo founded the University of Phoenix Foundation to increase access to education.
This private foundation’s mission is to provide economic advancement to under-represented and low-income

students underserved by the traditional public education sector.



2007 New Degreed Enroliments"®
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(M Represents information for University of Phoenix (UPX) and Axia College only.

(2 Represents individual students enrolled in our degree seeking programs that attended a course
at least once during the quarter but did not attend a course in the last 12 months (includes
Axia students enrolled in WIU or UPX) (rounded to hundreds). New degreed enroliments include
any student who graduated from one degree program and started a new degree program (for
example, a graduate of the associate’s degree program returns for a bachelor's degree or a
graduate of a bachelor's degree program returns for a master's degree), as well as students
who have been out of attendance for greater than 12 months and return to a program.

While Apollo made large commitments in 2007 to support the communities it serves, this effort was not limited

to scholarships and financial contributions. Apollo’s most important asset, its people, made personal commitments

to connect through community volunteerism and Apollo supports this important effort by providing its employees

two paid days per year for volunteering on charitable projects of their choice. In celebration of 2007 National

Volunteer Week, Apollo announced a new partnership with Volunteer Match, a company which specializes in

helping people find volunteer opportunities in the non-profit world that match their interests and professional

strengths. More than 5,000 Apollo Group employees and teams have registered to participate in this new

volunteer opportunity.

FACULTY PROFILES

Having been involved with University of Phoenix
on multiple levels—as students, mentors, and
professors—Dr. Kevin Gazzara and Dr. Ali Lakhani
epitomize the application of the University
knowledge into the real world. Phoenix-based
Dr: Gazzara serves as the University Research Chair
and teaches on-campus and online courses ranging
from Organizational Behavior to Leadership
Development, while Dr. Lakhani teaches courses
ranging from Management Strategy Formulation
and Implementation to Advanced Quantitative
Analysis online and at the Sacramento campus. Both

earned their doctoral degrees from the University.

Dr. Gazzara served as a member on Dr. Lakhani’s
dissertation committee. Earlier this past year,
they left their employer after working there for
more than 17 years each to start their own business.
Using the research conducted for their respective
dissertations, they created an award-winning
assessment tool that provides managers and
individuals with the feedback necessary to maximize
employee motivation and job satisfaction. Both
agree that it was their University experience as
students and as teachers which enabled the
transformation of their research into applications
to help 21st century organizations achieve

measurable business results across 70 nations.

11



12

Degree Seeking Gross Revenues Per Degreed Enroliments

DOCTORAL (V¥ s1776  $2,494 |1$2,462 $2,141
W MASTERS
$1,671  $2,598 |1$2,594
M BACHELORS m
B ASSOCIATES (W] s1,472  $2,235 | $2,256 | 51,923 |
M ALL DEGREES (JN $1,500 $2,481 |1$2,663 $2,159

(AFTER DISCOUNTS)

TRANSFORMING LEADERSHIP

The late management expert Peter Drucker once remarked, “Management is doing things right; leadership is
doing the right things.” Apollo’s management team is committed to doing the right things by assertively addressing
challenges and openly communicating its actions to students, employees, and shareholders. In fiscal 2007,
Apollo made important changes in management, company policies, procedures, and controls to ensure its
compliance with the highest standards of governance and provide adequate transparency. Specifically, Apollo
added experienced financial talent; implemented new processes and procedures for granting of stock options
and other equity awards; and
generally improved processes and
procedures throughout the Company.
Subsequent to the fiscal year-end,
Apollo hired a well regarded
General Counsel and strengthened

its legal team.

Apollo’s Board of Directors also University of Phoenix Regional Vice Presidents and Campus Directors' meeting held in October,
2007 at the DFW Grand Hyatt, Dallas, Texas.

acted and improved upon its

corporate governance. The Board was increased in size to accommodate four independent members and two

new management members. Further, the Board appointed a new Chairperson of the Audit Committee and

reorganized the Compensation Committee, including appointing a new Chairman. Both committees also revised

their charters to reflect improved policies, processes, procedures, and controls.

Through the Company’s improved leadership and strengthened controls, the four material weaknesses identified
in the Company’s fiscal 2006 audit were remedied, and no material weaknesses in internal controls were

reported this year.



The private University of Phoenix Foundation fulfills its mission by providing grants to 501(c)(3),
non-profit, tax-exempt, public charities to support:

e Programs that promote school e Programs that improve * Programs that increase the
readiness, particularly among educational opportunities rate of under-represented
at-risk students for under-represented students earning college and

students advanced degrees

TRANSFORMING THE FUTURE

Former Secretary of Education, Richard Riley, has said that academic institutions are charged with “preparing
students for jobs that don’t yet exist; using technologies that haven’t been invented, in order to solve problems
we don't even know are problems yet.” Apollo is responding to this challenge by making certain that appropriate
levels of research and development and other resources are put back into its educational entities so that it is

prepared to meet the needs of both today’s and tomorrow’s students.

The demographic and economic trends contributing to the rise of adult education over the past three decades
continue, and the emerging global marketplace expands the opportunities even more. Apollo Global will enable the
Company to transport its academic excellence abroad. This new venture represents a strong commitment by the

Company to pursue innovative global education opportunities which are so much in demand by foreign markets.

In addition, the Company is developing a wide array of educational programs and services that will broaden

its demographic and geographic reach. From high school courses to Ph.D. programs, Apollo will be responding to
its students and those who currently or ultimately employ them, with quality and variety. Retention and excellence
are the top priorities of program and service development, and innovative solutions to improve already strong

completion rates are being vigorously pursued.

Finally, Apollo looks to transform the future by bridging the gap between higher education and the K-12 system.
The United States is the only country in the developed world whose high school completion rates are falling.
Apollo’s Insight Schools builds, operates, and funds statewide, full-time, diploma-granting, online public high
schools, authorized and governed by local school districts and communities. Through this growing network

of high schools, Insight is providing an innovative and effective high school curriculum to young people whose

needs are not served by traditional schools.

Apollo Group has demonstrated its effectiveness to thousands of satisfied students and graduates from around the
world. It remains committed to its founding ideals of access, opportunity, and accountability for the communities

it serves. Apollo is well positioned to continue its leadership in the coming decades.
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Special Note Regarding Forward-Looking Statements

This Annual Report on Form 10-K, including “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” (“MD&A”), contains certain forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934, as amended. All
statements other than statements of historical fact may be forward-looking statements. Such forward-looking
statements include, among others, those statements regarding future events and future results of Apollo Group, Inc.
(“the Company,” “Apollo Group,” “Apollo,” “APOL,” “we,” “us” or “our”) that are based on current expectations,
estimates, forecasts, and the beliefs and assumptions of us and our management, and speak only as of the date made
and are not guarantees of future performance. In some cases, forward-looking statements can be identified by
terminology such as “may,” “will,” “should,” “believes,” “expects,” “anticipates,” “estimates,” “plans,” “predicts,”
“targets,” “potential,” “continue,” “objectives,” or the negative of these terms or other comparable terminology.
Such forward-looking statements are necessarily estimates based upon current information and involve a number of
risks and uncertainties. Such statements should be viewed with caution. Actual events or results may differ
materially from the results anticipated in these forward-looking statements as a result of a variety of factors. While it
is impossible to identify all such factors, factors that could cause actual results to differ materially from those
estimated by us include but are not limited to:

99 < 99 < LRI 9 <

2

 changes in the regulations of the education industry, including those items set forth in Item 1 under the
sections titled “Regulatory Environment,” “Accreditation,” “Federal Financial Aid Programs,” and ““State
Authorization;”

e each of the factors discussed in Item 1A, Risk Factors;
e those factors set forth in Item 7; and

e changes in the requirements surrounding the reports that we file with the Securities and Exchange
Commission (“SEC”).

The cautionary statements referred to in this section also should be considered in connection with any
subsequent written or oral forward-looking statements that may be issued by us or persons acting on our behalf. We
undertake no obligation to publicly update or revise any forward-looking statements, or any facts, events, or
circumstances after the date hereof that may bear upon forward-looking statements. Furthermore, we cannot
guarantee future results, events, levels of activity, performance, or achievements.
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PART I

Item 1 — Business
Overview

Apollo Group, Inc. has been an education provider for more than 30 years, operating University of Phoenix,
Inc. (“UPX”), Institute for Professional Development, Inc. (“IPD”), The College for Financial Planning Institutes
Corporation (“CFP”), Western International University, Inc. (“WIU”) and Insight Schools, Inc. (“Insight”), all of
which are our wholly-owned subsidiaries. We offer innovative and distinctive educational programs and services at
high school, college and graduate levels, at 102 campuses and 157 learning centers in 40 states and the District of
Columbia; Puerto Rico; Alberta and British Columbia; Canada; Mexico; and The Netherlands; as well as online
throughout the world. Our combined Degreed Enrollment for UPX, including Axia College, as of August 31,2007,
was approximately 313,700. In addition, students are enrolled in WIU, CFP and IPD Client Institutions (as defined
below), and additional non-degreed students are enrolled in UPX. See Customers/Students in Item 1 of this Report.
Degreed Enrollments represent individual students enrolled in our degree programs who attended a course during
the quarter and did not graduate as of the end of the quarter (including Axia students enrolled in UPX and WIU).
Degreed Enrollments include any student who graduated from one degree program and started a new degree
program (for example, a graduate of the associate’s degree program returns for a bachelor’s degree or a graduate of a
bachelor’s degree program returns for a master’s degree), as well as students who have been out of attendance for
greater than 12 months and return to a program.

UPX has been accredited by The Higher Learning Commission (“HLC”) of the North Central Association of
Colleges and Schools (“NCA”) since 1978. UPX has successfully replicated its teaching/learning model while
maintaining educational quality at 79 local campuses and 117 learning centers in 38 states and the District of
Columbia; Puerto Rico; Alberta and British Columbia, Canada; Mexico; and The Netherlands. In Canada, UPX
operates through Canadian subsidiary corporations. In Mexico, UPX operates through two subsidiary corporations.
UPX also offers its educational programs worldwide through its online educational delivery system. UPX has
customized computer programs for student tracking, marketing, faculty recruitment and training and academic
quality management. These computer programs are intended to provide uniformity among UPX’s campuses and
learning centers, which enhances UPX’s ability to expand into new markets while maintaining academic quality.
UPX’’s tuition revenues represented approximately 93% of our consolidated revenues for the year ended August 31,
2007. Axia College, which has been a part of UPX since March 2006 (Axia was a part of WIU from September 2004
through February 2006), offers associate’s degrees in business, criminal justice, general studies, health admin-
istration and information technology worldwide through its computerized educational delivery system. Axia
College is designed for students with little or no college experience and offers small classes of fewer than 20 students
and dedicated faculty who are specially trained in facilitating the online learning experience.

WIU is accredited by HLC and currently offers undergraduate and graduate degree programs at one campus
and four learning centers in Arizona, and, through various joint educational agreements, in China and India.

IPD provides program development and management consulting services to regionally accredited private
colleges and universities (“Client Institutions”) that are interested in expanding or developing their programs for
working students. These services typically include degree program design, curriculum development, market
research, student recruitment, accounting and administrative services. IPD provides these services at 21 campuses
and 36 learning centers in 23 states in exchange for a contractual share of the tuition revenues generated from these
programs. IPD’s contracts with its Client Institutions generally range in length from five to ten years with provisions
for renewal. IPD typically works with institutions that:

e are interested in developing or expanding degree programs for working students;

 recognize that working students require a different teaching/learning model than the typical 18- to 24-year-
old student;

e desire to increase enrollments with a limited investment in institutional capital; and

 recognize the unmet educational needs of the working students in their market.
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CFP provides financial planning education programs, including the Certified Financial Planner Professional
Education Program™ Certification; graduate degree programs in financial planning, financial analysis, and finance;
and certification programs in retirement, asset management, and other financial planning areas. CFP offers these
programs through its campus in Colorado and also offers some of its non-degree programs at UPX campuses. CFP is
accredited by HLC and is a member of the NCA.

On October 20, 2006, we completed the acquisition of Insight. Insight operates an online high school and
engages in the business of servicing cyber high schools and providing other online education. We acquired all of the
outstanding common stock of Insight for $15.5 million. This acquisition allows us to expand into the online charter
high school market, some of whose graduates are expected to enroll in UPX.

On August 8, 2007, we announced our intention to acquire online advertising network Aptimus, Inc. (Nasdaq:
APTM) for $6.25 per share in an all-cash transaction valued at approximately $47.6 million. This acquisition will
help us increase the effectiveness and efficiency of our online advertising directed at increasing awareness of and
access to quality education services. The closing of the acquisition is subject to customary closing conditions,
including Aptimus shareholder approval. The acquisition is expected to close in early fiscal 2008, after Aptimus’
shareholder meeting scheduled for October 29, 2007.

On October 22, 2007, we formed a joint venture with The Carlyle Group (“Carlyle”), called Apollo Global,
Inc. (“Apollo Global”) to pursue investments in the international education services sector. Carlyle, based in
Washington D.C., is one of the world’s largest and most prestigious private equity firms, managing over $76 billion
in assets for over 1,000 institutional investors, including several of the largest pension funds in the U.S. Through
Apollo Global, we intend to capitalize on the high global demand for education services. Apollo Global will provide
education services through two primary strategies. First, Apollo Global will continue to provide our wide range of
U.S. accredited degrees to foreign students outside the U.S. Second, Apollo Global will provide local education
services, including post-secondary degrees, in the countries it seeks to enter. These capabilities will be achieved
through both a disciplined acquisition process and organic growth.

Apollo Global will utilize the portfolio of our core competencies while leveraging Carlyle’s education industry
and political relationships, and strategic assets across the global education sector. Combining Carlyle’s global
footprint with our educational expertise and Apollo Global’s local, “in-country” expertise will assist in sourcing
acquisitions, facilitate due diligence for new investment opportunities and enhance the opportunity for organic
growth. Investments by Apollo Global will likely include a range of structures, including minority investments, %o
partnerships, and controlling acquisitions.

The decision to create Apollo Global was driven by the following factors:

* Attractive demographics and economic growth in the targeted international markets, primarily Latin
America and Asia. According to World Bank estimates, there will be over 175 million post-secondary
students outside the U.S. by the year 2035;

 Strong foreign demand for and high value placed on the U.S. educational system;

e The ability to leverage our 30+ years of experience in providing education services, and transfer this
expertise to companies that are acquired or developed in foreign markets;

¢ Increasing U.S. barriers to foreign students seeking entry visas to study in the U.S;

* The opportunity to benefit from our leading technology platform by offering our online products and
services in new markets, and by making this technology and online delivery platform available to companies
that we acquire;

* The opportunity to diversify through the acquisition and development of new businesses and brands; and
* A desire to mitigate economic and geographic risk associated with a primarily domestic business.

We have agreed that, within approximately 18 months, all of our education-related activities directed toward
students who live outside the U.S. and who are not citizens of the U.S. or members of the U.S. military will be
conducted through Apollo Global. We have agreed to commit up to $801 million in cash or contributed assets and
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own 80.1% of Apollo Global. Carlyle has agreed to commit up to $199 million in cash or contributed assets and own
the remaining 19.9%. Additionally, conservative amounts of debt will be employed, as appropriate. The Board of
Apollo Global will consist of seven directors, four of whom will be designated by us and two of whom will be
designated by Carlyle. The seventh director will be the President of Apollo Global. Additionally, 10 to 15% of the
value of the equity will be available to provide incentives for management of Apollo Global. Apollo Global will be
consolidated in our financial statements.

Our operating segments are currently aggregated into three reportable segments for financial reporting
purposes: UPX, Other Schools, and Corporate. The Other Schools segment includes IPD, WIU, CFP, and Insight.
The following table presents the revenue for the years ended August 31, 2007, 2006 and 2005 for each of our
segments:

Year Ended August 31,

($ in millions) 2007 2006 2005

UPX . e $2,537.8  $2,074.4  $2,014.1
Other Schools. . . ... . 184.6 402.1 235.2
COIPOTALE . . o o vttt e e 1.4 1.0 1.8
Tuition and other revenue, net . ........................ $2,723.8  $2.477.5 $2,251.1

Our operations are generally subject to seasonal trends. We experience, and expect to continue to experience,
seasonal fluctuations in our results of operations as a result of changes in the level of student enrollments. While we
enroll students throughout the year, second quarter (December through February) enrollments and related revenues
generally are lower than other quarters due to holiday breaks in December and January. We experience a seasonal
increase in new enrollments in August of each year when most other colleges and universities begin their fall
semesters.

We incorporated in Arizona in 1981 and maintain our principal executive offices at 4615 East Elwood Street,
Phoenix, Arizona 85040. Our telephone number is (480) 966-5394. Our website addresses are as follows:

* Apollo Group www.apollogrp.edu

* UPX www.phoenix.edu

* IPD www.ipd.org

* WIU www.wintu.edu

» Axia College www.axia.phoenix.edu
* CFP www.cffp.edu

* Insight www.insightschools.net

Our fiscal year is from September 1 to August 31. Unless otherwise stated, references to the years 2007, 2006,
2005, 2004 and 2003 relate to the fiscal years ended August 31, 2007, 2006, 2005, 2004 and 2003, respectively.

Industry Background

The non-traditional education market is a significant and growing component of the post-secondary education
market, which is estimated by the U.S. Department of Education to be a more than $373.0 billion industry.
According to the U.S. Department of Education, National Center for Education Statistics, over 6.8 million, or 39%,
of all students enrolled in higher education programs are over the age of 24. A large percentage of these students
would not be classified as traditional (i.e., living on campus, supported by parents and not working). The non-
traditional students typically are looking to improve their skills and enhance their earnings potential within the
context of their careers. Between 2002 and 2014, the percentage of 18- to 24-year-old students in the U.S. is
expected to increase 16%. The market for non-traditional education should continue to increase, reflecting the
rapidly expanding knowledge-based economy.

Many working students seek accredited degree programs that provide flexibility to accommodate the fixed
schedules and time commitments associated with their professional and personal obligations. The education
formats offered by our institutions enable working students to attend classes and complete coursework on a more
convenient schedule than traditional universities offer. Many universities and institutions offering technology-based
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education do not effectively address the unique requirements of working students due to the following specific
constraints:

» Traditional universities and colleges were designed to fulfill the educational needs of conventional, full-time
students ages 18 to 24, and that market segment remains the primary focus of these universities and
institutions. This focus has resulted in a capital-intensive teaching/learning model that may be characterized
by:

* a high percentage of full-time, tenured faculty;

e physically configured library facilities and related full-time staff;

 dormitories, student unions and other significant plant assets to support the needs of younger students; and
e an emphasis on research and related laboratories, staff and other facilities.

* The majority of accredited colleges and universities continue to provide the bulk of their educational
programming on an agrarian calendar with time off for traditional breaks. The academic year generally runs
from September to mid-December and from mid-January to May. As a result, most full-time faculty
members only teach during that limited period of time. While this structure may serve the needs of the full-
time resident, 18- to 24-year-old student, it limits the educational opportunity for working students who must
delay their education for up to four months during these spring, summer and winter breaks.

» Traditional universities and colleges may also be limited in their ability to market to, or provide the
necessary customer service for, working students because they require the development of additional
administrative and enrollment infrastructure.

» Diminishing financial support for public colleges and universities has required them to focus more tightly on
their existing student populations and missions, which has made access to public education more restrictive
than ever.

We believe that our track record for enrollment and revenue growth is attributable to our offering compre-
hensive services combining quality educational content, teaching resources and customer service with formats that
are accessible and easy to use for students as well as corporate clients. We maintain a primary focus on providing
quality education to serve the needs of working students.

Our Offerings

Our over 30-year history as a provider of higher education for working students enables us to provide students
with quality education and responsive customer service. Our institutions have gained expertise in designing
curriculum, recruiting and training faculty, monitoring academic quality and providing a high level of support
services to students that allows our institutions to offer the following:

* Accredited Degree Programs. UPX, WIU, and CFP are accredited by HLC of the North Central Asso-
ciation of Colleges and Schools. While IPD itself is not accredited, one of the regional accrediting
associations accredits the Client Institutions of IPD at their respective levels.

o Experienced Faculty Resources. All of our faculty possess either a master’s or doctoral degree. On
average, UPX faculty have more than 10 years of experience in the field in which they instruct. Our
institutions have well-developed methods for hiring and training faculty, which include peer reviews of
newly hired instructors by other members of the faculty, training in grading and instructing students, and a
teaching mentorship with a more experienced faculty member. Classes are designed to be small and
engaging. Faculty members at Axia are also required to be accessible to students by maintaining online
office hours.

e Current and Relevant Standardized Programs. Faculty content experts design curriculum for the majority
of programs at our institutions. This enables us to offer current and relevant standardized programs to our
students. We also utilize institution-wide systems to assess the educational outcomes of our students and
improve the quality of our curriculum and instructional model. These systems evaluate the cognitive (subject
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matter) and affective (educational, personal and professional values) skills of our students upon registration
and upon conclusion of the program, and also survey students two years after graduation in order to assess
the quality of the education they received.

* Benefits to Employers. The employers of students enrolled at our institutions often provide input to faculty
members in designing curriculum, and class projects are typically based on issues relevant to the companies
that employ our students. Classes are taught by faculty members who emphasize the skills desired by
employers. In addition, the class time flexibility further benefits employers since it avoids conflict with their
employees’ work schedules.

Strategy

Our primary mission is to strengthen our position as a leading provider of high quality, accessible education for
individuals around the world by affording strong returns for all of our stakeholders: students, employees, and
investors. Our primary focus is providing the highest quality educational product and services for our students in
order for them to maximize the benefits of their educational experience. A superior educational experience,
combined with engaged and energized faculty and employees, should, in turn, enable our shareholders to achieve
strong returns on their capital over time.

In light of the changes in our senior management team in 2007, we have committed to a strategic plan to best
ensure the effective deployment of our resources and our capital. An outline of the plan is presented below which,
we believe, is consistent with our stated mission of providing strong returns for all of our stakeholders.

* Maximize the value of our core existing operations. This is our number one strategic goal over the next
several years. This includes enhancing and expanding our current product offerings, improving student
success rates, and maximizing the leverage of our existing infrastructure. We believe that we can increase
our leading market position and produce solid top- and bottom-line organic growth through formalizing and
sharing best practices in instruction, curriculum, and student support across our existing learning platforms.
In addition, we will continue to explore new degree offerings and complementary programs.

o Explore opportunities to expand our footprint into attractive and rapidly growing international markets.
We believe that there is a growing need for high quality post-secondary education in several key geographies
around the world, including Latin America, Asia and India, and that we have capabilities and expertise that
can be useful in providing these services beyond our current reach. We intend to explore quality oppor-
tunities to partner with and/or acquire existing institutions of higher learning where we can best position
ourselves for longer-term attractive growth and value creation by leveraging our more than 30 years of
domestic experience to enhance the quality, delivery, and student outcomes associated with the respective
curricula.

» Leverage our existing infrastructure to expand our virtual high school platform as we seek public school
charter recognition in those 21 states currently allowing virtual charter schools. We intend to further
expand the platform into the remaining states through a private school model over time.

» Employ a disciplined approach to our capital structure and redeployment of our excess cash flow. We will
continue to invest capital in our high-return core domestic business, explore strategic and value-creating
global acquisition opportunities, and enhance our shareholder value.

» Improve our image and recognition in the communities we serve by performing as a responsible corporate
citizen, contributing to our many local communities, and supporting environmentally sound business
practices.

Our goal over time is to generate mid-to-high single-digit domestic revenue growth and low double-digit
domestic operating income and free cash flow growth.

Teaching/Learning Model

The teaching/learning models used by UPX, IPD Client Institutions and WIU were designed specifically to
meet the educational needs of working students. The models are structured to enable students who are employed
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full-time to earn their degrees and still meet their personal and professional responsibilities. Students attend weekly
classes. In addition at UPX (excluding Axia College), students also meet weekly as part of a three- to five-person
learning team. Learning team sessions are an integral part of each UPX course. They facilitate in-depth review of
and reflection on course materials. Members work together to complete assigned group projects and develop
communication and teamwork skills. Courses are designed to facilitate the application of knowledge and skills to
the workplace and are taught by faculty members who possess advanced degrees and have professional experience
in business, industry, government, or other professions. In this way, faculty members are able to share their
professional knowledge and skills with the students.

Components of our teaching/learning models include:

Curriculum Curriculum is designed by teams of academicians and practitioners to
integrate academic theory and professional practice and their appli-
cation to the workplace. The curriculum provides for the achievement
of specified educational outcomes that are based on input from faculty,
students and students’ employers. The standardized curriculum for
each degree program is also designed to provide students with spec-
ified levels of knowledge and skills.

Faculty In order to teach at UPX, faculty applicants must have earned a
master’s or doctoral degree from a regionally accredited institution or
international equivalents and have recent professional experience in a
field related to the subject matter they seek to instruct. All faculty
applicants participate in a rigorous selection and training process.

Active Learning Environment Courses are designed to encourage and facilitate collaboration among
students and interaction with the instructor. The curriculum requires a
high level of student participation for purposes of enhancing learning
and increasing the student’s ability to work as part of a team.

Library and Other Learning Resource Students and faculty members are provided with electronic and other

Services learning resources for their information and research needs. Students
access these services directly through the Internet or with the help of a
Learning Resource Services research librarian, and use them at a high
rate.

Sequential Enrollment UPX students are enrolled in five- to eight-week courses year round
and complete classes sequentially, rather than concurrently. This
permits students to focus their attentions and resources on one subject
at a time and creates a better balance between learning and ongoing
personal and professional responsibilities. Axia College students are
enrolled in nine-week courses that are offered in pairs to complement
each other. In Axia College, courses rotate their emphasis; one week
they will emphasize reading and discussion, while the following week
they will emphasize a work project.

Academic Quality The Academic Quality Management System at UPX was designed to
maintain and improve the quality of programs and academic and
student services. This system includes the Adult Learning Outcomes
Assessment, which measures student growth in both cognitive and
affective skills.

Structural Components of Teaching/Learning Model

While students over the age of 24 comprise approximately 39% of all higher education enrollments in the
United States, the mission of most accredited four-year colleges and universities is to serve 18- to 24-year-old
students and conduct research. UPX, WIU, CFP and IPD Client Institutions acknowledge the differences in
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educational needs between working students and traditional students and provide programs and services that allow
students to earn their degrees without major disruption to their personal and professional lives.

The educational literature suggests that working students require a different teaching/learning model than that
designed for traditional students. Working students seek accessibility, curriculum consistency, time- and cost-
effectiveness and learning that has immediate application to the workplace.

The facilitating elements of our teaching/learning models include:

Accessibility

Instructional Costs

Facility Costs

Employed Students

Employer Support

Degree Programs and Services

Academic programs that may be accessed through a variety of delivery
modes (campus-based, electronically delivered, or a blend of both)
that make the educational programs accessible and even portable,
regardless of where the students work and live.

While the majority of the faculty members at most accredited colleges
and universities are employed full-time in the winter and fall semes-
ters, our faculty comprises both full-time and part-time practitioner
faculty. Practitioner faculty members frequently work full-time in the
fields in which they teach.

We lease our campus and learning center facilities and rent additional
classroom space on a short-term basis to accommodate growth in
enrollments.

A majority of UPX’s students are employed full-time. Our focus on
working, non-residential students minimizes the need for capital-
intensive facilities and services like dormitories, student unions, food
services, personal and employment counseling, health care, sports and
entertainment.

Relationships are fostered with key employers for purposes of recruiting
students and responding to specific employer needs. This relationship
facilitates sensitivity to the needs and perceptions of employers and
helps to generate and sustain diverse sources of revenues.

UPX Programs. The following is a list of the degree programs and related areas of specialization that UPX

offers:

Associate of Arts
e Behavioral Sciences
e Criminal Justice

* Human Services Management

¢ Business
e Accounting
¢ Business
¢ Financial Services

* Hospitality, Travel and Tourism
* Credit Recognition (Military personnel only)

¢ Education
* Elementary Education
 Paraprofessional Education
¢ General Studies
¢ General Studies
e Health Care
¢ Health Care Administration

10
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* Liberal Arts
e Communications
* Psychology
e Technology
e Information Technology
 Information Technology/Networking
e Information Technology/Visual Communication

Undergraduate Bachelor of Science

* Business
e Accounting
¢ Administration
* Communications
* e-Business
 Finance
¢ Global Business Management
* Hospitality Management
e Information Systems
* Integrated Supply Chain & Operations Management
* Management
* Marketing
* Organizational Innovation
e Public Administration
* Retail Management

* Education
e Education/Elementary Teacher Education

* Health Care
e Health Administration
e Health Administration/Health Information Systems
e Health Administration/Long-Term Care

* Nursing
* Licensed Practical Nurse to Bachelor of Science in Nursing
* RN to Bachelor of Science in Nursing

* Social & Behavioral Science
e Criminal Justice Administration
e Human Services
* Human Services/Management
* Organizational Security & Management
e Psychology

* Technology
* Information Technology
e Information Technology/Information System Security
* Information Technology/Multimedia and Visual Communication
* Information Technology/Software Engineering

Graduate
* Business

e Master of Business Administration
e Accounting
* Global Management
* Global Management (Spanish)
e Human Resources Management
e Health Care Management
e Marketing

11


%%TRANSMSG*** Transmitting Job: P74503 PCN: 011000000 ***%%PCMSG|11     |00011|Yes|No|10/26/2007 09:32|0|0|Page is valid, no graphics -- Color: N|


e Public Administration
e Technology Management
e Master of Business Administration (Spanish)
e Master of Management — International
* Master of Management
* Human Resources Management
e Public Administration
* Master of Science in Accountancy
* Master of Arts in Education
e Curriculum and Instruction
 Specialization in Computer Education
* Specialization in English as a Second Language
 Specialization in Language Arts
» Specialization in Mathematics
e Teacher Education / Early Childhood
e Teacher Education / Elementary
e Teacher Education / Secondary
¢ Administration and Supervision
e Adult Education and Training
* Special Education
e Alternative Certification (Arizona)
* Health Care
e Master of Business Administration/Health Care Management
* Master of Health Administration
e Gerontology
* Health Care Education
* Health Care Informatics
* Master of Science in Nursing
* Master of Nursing
e HC Informatics
* Nursing/Health Care Education
e Family Nurse Practitioner
e Master of Science in Nursing/Master of Health Administration
e Family Nurse Practitioner — Post Masters Certificate
e MSN / Nurse Practitioner Fast Track
* Social & Behavioral Science
* Master of Science in Counseling
e Community Counseling
* Marriage and Family Counseling
e Marriage and Family Therapy
e Marriage, Family and Child Therapy
* Mental Health Counseling
* School Counseling
* Master of Science in Psychology
e Psychology
* Master of Science in Criminal Justice
* Administration of Justice and Security
* Technology
e Master of Business Administration/Technology Management
* Master of Information Systems
e Master of Information Systems/Management

Doctorate
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e Business
* Business Administration
* Management in Organizational Leadership
e Education
¢ Education in Educational Leadership
* Education in Educational Leadership with a Specialization in Curriculum and Instruction
e Education in Educational Leadership/Educational Technology
e Health Care
e Health Administration
e Technology
e Management in Organizational Leadership with a Specialization in Information Systems and
Technology

Undergraduate students may demonstrate and document college-level learning gained from experience
through an assessment by faculty members, according to the guidelines of the Council for Adult and Experiential
Learning (“CAEL”), for the potential award of credit. The average number of credits awarded to the approximately
2,500 UPX undergraduate students who utilized the process in 2007 was 5 credits of the 120 required to graduate
with a bachelor’s degree. CAEL reports that over 300 colleges and universities are members of CAEL and currently
accept credits awarded for college-level learning gained through experience.

Distance Education

UPX Online. UPX Online uses a proprietary Online Learning System for class delivery. Online classes are
small and have mandatory participation requirements for both the faculty and the students. Each class is
instructionally designed so that students have an experience that is consistent with their gro