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Item 8.01 Other Events
 
In connection with a secondary offering of shares of common stock of Lincoln Educational Services Corporation (the “Company”) pursuant to a shelf
registration statement on Form S-3 (File No. 333-148406), the Company expects to include the following disclosure under the heading “Risk Factors” in the
prospectus supplement forming part of the registration statement:
    

An acquisition or sale of shares constituting a change of control under the DOE standards or the standards of certain institutional accrediting
agencies would require each of our schools to apply for recertification for continued ability to participate in Title IV Programs and reaffirm
certain accreditations. The failure to obtain the required recertifications and reaffirmations could have a material adverse effect on our results
of operations.

 
The DOE, most state education agencies and our accrediting commissions each have standards pertaining to a change in control of schools that are
not uniform and are subject to interpretation by these respective agencies. A change in control under the definition of one of these agencies requires
the affected school to reaffirm the applicable DOE approval, state authorization or accreditation. Each school that undergoes a change in control
under the standards of the DOE must apply for recertification for continued ability to participate in Title IV Programs. Some agencies would require
approval prior to a sale or disposition that would result in a change in control in order to maintain authorization or accreditation. The requirements
to obtain such reaffirmation from the states and our accrediting commissions vary widely.

 
DOE regulations describe some transactions that constitute a change in control, including the transfer of a controlling interest in the voting stock of
an institution or the institution’s parent corporation. For a publicly traded corporation, DOE regulations provide that a change in ownership
resulting in a change of control occurs in one of two ways: (a) if a person acquires ownership and control of the corporation so that the corporation is
required to file a Current Report on Form 8-K with the Securities and Exchange Commission disclosing the change in control or (b) if the
corporation has a stockholder that owns at least 25% of the total outstanding voting stock of the corporation and is the largest stockholder of the
corporation, and that stockholder ceases to own at least 25% of such stock or ceases to be the largest stockholder.

 
 For example, the sale by the selling stockholder of the shares of common stock on April 6, 2010 caused them to own less than 25% of our total
outstanding voting stock. As a result, the sale on April 6, 2010 constituted a change in ownership resulting in a change of control of each of our
institutions under the DOE regulations. We submitted for each of our institutions an application for approval to participate in the Title IV
programs.  The DOE has approved the application for each institution and issued to each institution a new provisional program participation
agreement with an expiration date of September 30, 2013.  As a result, each of our institutions is provisionally certified by the DOE as a result of the
change in ownership.  Our Denver institution is provisionally certified as a result of the change in ownership and for having a default rate under the
Federal Perkins Loan Program in excess of 30 percent.

 
 We have received written confirmation from all state education agencies that license our institutions to operate in the states in which those
institutions are physically located that the sale of shares of our common stock by the selling stockholder on April 6, 2010 would not constitute a
change in control requiring agency approval provided that no other stockholder will own more than 25% of our outstanding voting stock following
the sale and that the sale will not result in a change in our board of directors. We also received written confirmation from the following three of our
four institutional accrediting agencies that the sale of shares did not constitute a change in control requiring agency approval:  ACICS, NEASC, and
ABHES.

 
The sale constituted a change in ownership under the standards of the Accrediting Commission of Career Schools and Colleges, or ACCSC, which is
the fourth of our institutional accrediting agencies. We

  
 

 



 
     

applied for and received from ACCSC the required Part I and Part II approvals of the transfer of accreditation that resulted from the change of
ownership and control for each of our ACCSC-accredited schools.

 
Future acquisitions or sales of our stock may result in a change in control under the standards of the DOE, state education agencies and our
accrediting commissions.  We do not expect that the current offering would result in a change of control under any of the these standards based on
past correspondence from those agencies in connection with our prior offering and based on the number of shares involved in this offering. 
However, we cannot predict or control the number of shares a person or group may acquire as a result of this offering or otherwise.  If a person or
group were to acquire ownership or control of our company or our total outstanding voting stock in an amount that meets or exceeds DOE, state
education agency or accrediting commission thresholds, this offering could result in a change of control under the standards of the applicable
agencies.  We cannot assure you that the DOE and each of the aforementioned state and accrediting agencies would approve any application they
would or may require in connection with this offering or future acquisitions or sales of our stock.  If such approvals are not received, it may have a
material impact on the operation of our schools and our results of operations.  For more information, see “Business—Regulatory Environment—
Change of Control” and “Risk Factors—Risks Related to Our Industry” in our Annual Report on Form 10-K for the fiscal year ended December 31,
2009.

 
 
 
 
 
 
 
 
 
 
 

 



 
    

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

 
 LINCOLN EDUCATIONAL SERVICES CORPORATION  
     
     
Date:  December 9, 2010     
 By:  /s/ Cesar Ribeiro  
  Name: Cesar Ribeiro  
  Title: Senior Vice President, Chief Financial  
   Officer and Treasurer  
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