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PART I - FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS

LINCOLN EDUCATIONAL SERVICES CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

(UNAUDITED)
MARCH 31 DECEMBER 31,
2006 2005
ASSETS
CURRENT ASSETS:
Cash and cash equivalents S 41,427 $ 50,257
Restricted cash 508 -
Accounts receivable, less allowance of $7,920 and $7,647 at March 31,
2006 and December 31, 2005, respectively 12,643 13,950
Inventories 1,997 1,764
Deferred income taxes 3,500 3,545
Prepaid expenses and other current assets 2,886 3,190
Prepaid income taxes 2,000 -=
Other receivable 429 452
Total current assets 65,390 73,158
PROPERTY, EQUIPMENT AND FACILITIES - At cost, net of accumulated
depreciation and amortization 69,390 68,932
OTHER ASSETS:
Deferred finance charges 1,161 1,211
Prepaid pension cost 5,070 5,071
Deferred income taxes 3,312 2,790
Goodwill 59,476 59,467
Other assets 3,885 4,163
Total other assets 72,904 72,702
TOTAL $207,684 $214,792
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long-term debt and lease obligations $ 255 S 283
Unearned tuition 31,196 34,930
Accounts payable 11,366 12,675
Accrued expenses 9,849 11,060
Advance payments of federal funds 302 840
Income taxes payable -= 4,085




Total current liabilities

52,968 63,873
NONCURRENT LIABILITIES:
Long-term debt and lease obligations, net of current portion 10,434 10,485
Other long-term liabilities 4,897 4,444
Total liabilities 68,299 78,802
1
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY:
Preferred stock, no par value - 10,000,000 shares authorized, no shares
issued and outstanding at March 31, 2006 and December 31, 2005 -- --
Common stock, no parvalue - authorized 100,000,000 shares at
March 31, 2006 and December 31, 2005, issued and outstanding
25,197,971 shares at March 31, 2006 and 25,168,390 shares
at December 31, 2005 119,681 119,453
Additional paid-in capital 6,106 5,665
Deferred compensation (396) (360)
Retained earnings 13,994 11,232
Total stockholders' equity 139,385 135,990
TOTAL $ 207,684 S 214,792

See notes to unaudited condensed consolidated financial statements.

LINCOLN EDUCATIONAL SERVICES CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(UNAUDITED)
THREE MONTHS
ENDED MARCH 31,
2006 2005
REVENUES $ 75,513 $ 70,869
COSTS AND EXPENSES:
Educational services and facilities 32,137 29,084
Selling, general and administrative 38,668 39,284
Total costs & expenses 70,805 68,368
OPERATING INCOME
4,708 2,501
OTHER:
Interest income 471 8
Interest expense (474) (1,194)
Other income 16 -=
INCOME BEFORE INCOME TAXES
4,721 1,315
PROVISION FOR INCOME TAXES 1,959 543
NET INCOME $ 2,762 S 772
Earnings per share - basic: S 0.11 S 0.04

Net income available to common shareholders

Earnings per share - diluted: S 0.11 S 0.03




Net income available to common shareholders

Weighted average number of common shares outstanding:
Basic
Diluted

25,186
26,038

21,699
22,965

See notes to unaudited condensed consolidated financial statements.

LINCOLN EDUCATIONAL SERVICES CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
(IN THOUSANDS)
(UNAUDITED)
ADDITIONAL
COMMON STOCK PAID-IN DEFERRED RETAINED
SHARES AMOUNT CAPITAL COMPENSATION EARNINGS TOTAL
BALANCE - December 31, 2005 25,168 $119,453 $ 5,665 $ (360) $ 11,232 $135,990
Net income -- -- -- -- 2,762 2,762
Reduction of issuance expenses
associated with the initial public
offering -= 150 - - - 150
Issuance of restricted stock and
amortization of deferred
compensation 4 - 60 (36) - 24
Stock-based compensation expense -= - 329 - - 329
Tax benefit of options exercised -= -= 52 -= -= 52
Exercise of stock options 26 78 -= -= -= 78
BALANCE - March 31, 2006 25,198 $119,681 $ 6,106 $ (396) $ 13,994 $139,385

See notes to unaudited condensed consolidated financial statements.

LINCOLN EDUCATIONAL SERVICES CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS, EXCEPT SHARE AMOUNTS)

(UNAUDITED)
THREE MONTHS
2006
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 2,762
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and amortization 3,463
Amortization of deferred finance charges 50
Write-off of deferred finance costs --
Deferred income taxes (477)
Fixed asset donations (16)
Provision for doubtful accounts 3,150
Stock-based compensation expense and issuance of restricted stock 353
Tax benefit associated with exercise of stock options 52
Deferred rent 274
(Increase) decrease in assets, net of acquisitions:
Restricted cash (508)
Accounts receivable (1,843)
Inventories (233)
Prepaid expenses and current assets 226
Other assets 44
Increase (decrease) in liabilities, net of acquisitions:
Accounts payable (1,309)
Other liabilities (403)

ENDED MARCH 31,
2005

3,082

365
(111)
2,285
399
39
392

(1,561)
90
335
277

1,159
356



Income taxes payable/prepaid (6,085)

Accrued expenses (1,128)
Unearned tuition (3,734)
Total adjustments (8,124)
Net cash used in operating activities (5,362)

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures (3,467)
Acquisitions, net of cash acquired -=
Net cash used in investing activities (3,467)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from borrowings -=
Payments on borrowings -
Payments of deferred finance fees --

(3,195)

31,000
(35,750)
(833)

24
(73)

181

41,445

Proceeds from exercise of stock options 78
Principal payments under capital lease obligations (79)
Repayment from shareholder loans -=
Net cash used in financing activities
(1)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
(8,830)
CASH AND CASH EQUIVALENTS--Beginning of period 50,257
CASH AND CASH EQUIVALENTS--End of period $ 41,427
5
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the year for:
Interest $ 516 $ 687

Income taxes

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND FINANCING ACTIVITIES:
Cash paid during the period for:

Fair value of assets acquired S -- S 23,238
Net cash paid for the acquisitions - (19,691)
Liabilities assumed $ 3,547

See notes to unaudited condensed consolidated financial statements.

LINCOLN EDUCATIONAL SERVICES CORPORATION AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTHS ENDED MARCH 31, 2006 AND 2005
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)
(UNAUDITED)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BUSINESS ACTIVITIES - Lincoln Educational Services Corporation and its wholly
owned subsidiaries ("LESC" or the "Company") operate career-oriented
post-secondary schools in various locations, which offer technical programs of
study in several different specialties.

BASIS OF PRESENTATION - The accompanying unaudited condensed consolidated
financial statements have been prepared by the Company pursuant to the rules and
regulations of the Securities and Exchange Commission and in accordance with



accounting principles generally accepted in the United States of America
("GAAP"). Certain information and footnote disclosures normally included in
annual financial statements have been omitted or condensed pursuant to such
regulations. These statements, when read in conjunction with the December 31,
2005 consolidated financial statements of the Company reflect all adjustments,
consisting solely of normal recurring adjustments, necessary to present fairly
the consolidated financial position, results of operations, and cash flows for
such periods. The results of operations for the three months ended March 31,
2006 are not necessarily indicative of the results that may be expected for the
fiscal year ending December 31, 2006.

The unaudited condensed consolidated financial statements as of March 31, 2006
and the condensed consolidated financial statements as of December 31, 2005 and
for the three months ended March 31, 2006 and 2005 include the accounts of the
Company. All significant intercompany accounts and transactions have been
eliminated.

USE OF ESTIMATES IN THE PREPARATION OF FINANCIAL STATEMENTS - The preparation of
financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of
the consolidated financial statements and the reported amounts of revenues and
expenses during the period. On an ongoing basis, the Company evaluates the
estimates and assumptions, including those related to revenue recognition, bad
debts, fixed assets, goodwill and other intangible assets, stock-based
compensation, income taxes, benefit plans and certain accruals. Actual results
could differ from those estimates.

2. RECENT ACCOUNTING PRONOUNCEMENTS

In February 2006, the Financial Accounting Standards Board ("FASB") issued
Statement of Financial Accounting Standards ("SFAS") No. 155, ACCOUNTING FOR
CERTAIN HYBRID FINANCIAL INSTRUMENTS." SFAS No. 155 is effective beginning
January 1, 2007. The adoption of the provision of SFAS No. 155 is not expected
to have a material effect on the Company's consolidated financial statements.

In June 2005, the FASB issued SFAS No. 154, ACCOUNTING CHANGES AND ERROR
CORRECTIONS, A REPLACEMENT OF APB OPINION NO. 20 AND FASB STATEMENT NO. 3. SFAS
No. 154 applies to all voluntary changes in accounting principle, and changes
the requirements for accounting for and reporting of a change in accounting
principle. SFAS No. 154 requires retrospective application to prior periods'
financial statements of a voluntary change in accounting principle unless it is
impracticable. Accounting Principles Boards ("APB") Opinion No. 20 previously
required that most voluntary changes in accounting principle be recognized by
including in net income of the period of the change the cumulative effect of
changing to the new accounting principle. SFAS No. 154 requires that a change in
method of depreciation, amortization, or depletion for long-lived, nonfinancial
assets be accounted for as a change in accounting estimate that is affected by a
change in accounting principle. APB Opinion No. 20 previously required that such
a change be reported as a change in accounting principle. The Company adopted
SFAS No. 154 on January 1, 2006. The adoption of the provisions of SFAS No. 154
had no effect on the Company's consolidated financial statements.

In March 2005, the FASB issued FASB Interpretation No. 47, ACCOUNTING FOR
CONDITIONAL ASSET RETIREMENT OBLIGATIONS ("FIN 47"). FIN 47 clarifies that a
conditional asset retirement obligation, as used in SFAS 143, ACCOUNTING FOR
ASSET RETIREMENT OBLIGATIONS, refers to a legal obligation to perform an asset
retirement activity in which the timing and/or method of the settlement are
conditional on a future event that may or may not be within the control of the
entity. Accordingly, an entity is required to recognize a liability for the fair
value of a conditional asset retirement obligation if the fair value can be
reasonably estimated. The Company adopted FIN 47 on January 1, 2006. The
adoption of the provisions of FIN 47 had no effect on the Company's consolidated
financial statements.

In December 2004, the FASB issued SFAS No. 153, EXCHANGES OF NONMONETARY ASSETS,
AN AMENDMENT OF APB OPINION NO. 29, ACCOUNTING FOR NONMONETARY TRANSACTIONS.
SFAS No. 153 addresses the measurement of exchanges of nonmonetary assets and
requires that such exchanges be measured at fair value, with limited exceptions.
SFAS No. 153 amends APB Opinion No. 29 ACCOUNTING FOR NONMONETARY TRANSACTIONS,
by eliminating the exception that required nonmonetary exchanges of similar
productive assets be recorded on a carryover basis. The Company adopted SFAS No.
153 on January 1, 2006. The adoption of the provisions of SFAS No. 153 had no
effect on the Company's consolidated financial statements.



3. STOCK-BASED COMPENSATION

In December 2004, the Financial Accounting Standards Board issued Statement of
Financial Accounting Standards No. 123 (revised 2004), SHARE-BASED PAYMENT,
("FAS 123R"). This Statement requires companies to expense the estimated fair
value of stock options and similar equity instruments issued to employees over
the requisite service period. On December 1, 2005, the Company adopted FAS 123R
in advance of the mandatory adoption date of the first quarter of 2006 to better
reflect the full cost of employee compensation. The Company adopted FAS 123R
using the modified prospective method, which requires it to record compensation
expense for all awards granted after the date of adoption, and for the unvested
portion of previously granted awards that remain outstanding at the date of
adoption. Prior to the adoption of FAS 123R, the Company recognized stock-based
compensation under FAS 123 "STOCK BASED Compensation" and as a result, the
implementation of FAS 123R did not have a material impact on the Company's
financial presentation. The compensation cost that has been charges against
income under this plan was approximately $0.3 million and $0.4 million for the
three months ended March 31, 2006 and 2005.

The fair value concepts were not changed significantly under FAS 123R from those
utilized under FAS No. 123; however, in adopting this Standard, companies must
choose among alternative valuation models and amortization assumptions. After
assessing these alternatives, the Company decided to continue using the
Black-Scholes valuation model, however, we decided to utilize straight-1line
amortization of compensation expense over the requisite service period of the
grant, rather than over the individual grant requisite period as chosen under
FAS 123. Under FAS 123, the Company had recognized stock option forfeitures as
they incurred. Commencing with the adoption of FAS 123R, the Company make
estimates of expected forfeitures calculation upon grant issuance.

4. WEIGHTED AVERAGE COMMON SHARES
The weighted average numbers of common shares used to compute basic and diluted
income per share for the three months ended March 31, 2006 and 2005,

respectively, were as follows:

THREE MONTHS ENDING

MARCH 31,
2006 2005
Basic shares outstanding __;;:IQE:BBB_ __gljgggjaaa_
Dilutive effect of stock options 852,000 1,266,000
Diluted shares outstanding __;;:6;57665_ __;;:;;;:666_

For the three months ended March 31, 2006 and 2005, options to acquire 159 and
71 shares, respectively, were excluded from the above table as the result on
reported earnings per share would have been antidilutive.

5. BUSINESS ACQUISITIONS

On December 1, 2005, a wholly-owned subsidiary of the Company acquired Euphoria
Institute LLC ("EUP") for approximately $9.0 million, net of cash acquired.

On January 11, 2005, a wholly-owned subsidiary of the Company acquired New
England Technical Institute ("NETI") for approximately $18.8 million, net of
cash acquired.

The consolidated financial statements include the results of operations of NETI
and EUP from their respective acquisition dates. The purchase prices have been
allocated to identifiable net assets with the excess of the purchase price over
the estimated fair value of the net assets acquired recorded as goodwill. None
of the acquisitions were deemed material to the Company's financial statements.

The following unaudited pro forma results of operations for the three months
ended March 31, 2005 assume that the acquisitions occurred at the beginning of
the year of acquisition. The unaudited pro forma results of operations are based
on historical results of operations, include adjustments for depreciation,
amortization, interest, and taxes, but do not necessarily reflect the actual
results that would have occurred.



PRO FORMA PRO FORMA

IMPACT IMPACT
HISTORICAL NETI EUP PRO FORMA
2005 2005 2005 2005 2005
Revenues $ 70,869 $ 278 $ 1,368 $ 72,515
Net income S 772 S 6 $ (10) s 768
Earnings per share - basic $ 0.04 S 0.04
Earnings per share - diluted S 0.03 S 0.03

6. GOODWILL AND OTHER INTANGIBLES ASSETS

The Company accounts for its intangible assets in accordance with SFAS No. 142,
GOODWILL AND OTHER INTANGIBLE ASSETS. The Company reviews intangible assets with
an indefinite useful life for impairment when indicators of impairment exist, as
defined by SFAS No. 144, ACCOUNTING FOR THE IMPAIRMENT OR DISPOSAL OF LONG-LIVED
ASSETS. Annually, or more frequently if necessary, the Company evaluates
goodwill for impairment, with any resulting impairment reflected as an operating
expense.

Amortization of intangible assets was approximately $0.2 million for each of the
three months ended March 31, 2006 and 2005. Changes in the carrying amount of
goodwill from the year ended December 31, 2005 to the three months ended March
31, 2006 were as follows:

Goodwill balance as of December 31, 2005 $59,467
Goodwill adjustments 9
Goodwill balance as of March 31, 2006 $59,476

Intangible assets, which are included in other assets in the accompanying
consolidated balance sheet, consist of the following:

AT MARCH 31, 2006 AT DECEMBER 31, 2005
WEIGHTED
AVERAGE GROSS GROSS
AMORTIZATION CARRYING ACCUMULATED CARRYING ACCUMULATED
PERIOD (YEARS) AMOUNT AMORTIZATION AMOUNT AMORTIZATION

Student Contracts 1 $1,920 $1,783 $1,920 $1,569
Trade name Indefinite 1,410 - 1,410 -
Curriculum 10 1,400 109 1,400 74
Non-compete 0 1 1 1

Total N/A $4,731 $1,893 $4,731 $1,644

7. LONG-TERM DEBT

The Company has a credit agreement with a syndicate of banks. Under the terms of
the agreement, the syndicate provided the Company with a $100 million credit
facility. The credit agreement permits the issuance of letters of credit, up to
$20 million, the amount of which reduces the availability of permitted
borrowings under the agreement. As a result of this credit agreement, the
Company wrote off approximately $0.4 million of unamortized deferred finance
charges under the old credit agreement for the three months ended March 31,
2005. The Company incurred approximately $0.8 million of deferred finance
charges under the agreement. At March 31, 2006, the Company had outstanding
letters of credit aggregating $4.1 million.

The obligations of the Company under the credit agreement are secured by a lien
on substantially all of the assets of the Company and its subsidiaries and any
assets that it or its subsidiaries may acquire in the future, including a pledge
of substantially all of the subsidiaries' common stock. Outstanding borrowings
bear interest at the rate of adjusted LIBOR plus 1.0% to 1.75%, as defined, or a
base rate (as defined in the credit agreement). In addition to paying interest
on outstanding principal under the credit agreement, the Company and its
subsidiaries are required to pay a commitment fee to the lender with respect to



the unused amounts available under the credit agreement at a rate equal to 0.25%
to 0.40% per year, as defined. In connection with the Company's initial public
offering in 2005, the Company repaid the then outstanding loan balance of $31.0
million.

The credit agreement contains various covenants, including a number of financial
covenants. Furthermore, the credit agreement contains customary events of
default as well as an event of default in the event of the suspension or
termination of Title IV Program funding for the Company's and its subsidiaries'
schools aggregating 10% or more of the Company's EBITDA (as defined) or its
consolidated total assets and such suspension or termination is not cured within
a specified period.

There were no borrowings outstanding under the credit agreement at March 31,
2006 and December 31, 2005.

As of March 31, 2006, the Company was in compliance with the financial covenants
contained in the credit agreement.

8. EQUITY

Pursuant to the Company's 2005 Non-Employee Directors Restricted Stock Plan (the
"Non-Employee Directors Plan"), two newly appointed non-employee directors
received an award of restricted shares of common stock equal to $60 thousand on
March 1, 2006. The number of shares granted to each non-employee director was
based on the fair market value of a share of common stock on that date. These
7,250 restricted shares (3,625 for each non-employee director) vest ratably on
the first, second and third anniversaries of the date of grant; however, there
is no vesting period on the right to vote or the right to receive dividends on
these restricted shares. As of March 31, 2006, there were a total of 25,664
shares awarded under the Non-Employee Directors Plan. None of these shares are
vested.

The fair value of the stock options used to compute stock-based compensation is
the estimated present value at the date of grant using the Black-Scholes option
pricing model. The weighted average fair values of options granted during 2006

were $8.25 using the following weighted average assumptions for grants:

MARCH 31,
2006
Expected volatility 55.10%
Expected dividend yield 0%
Expected life (term) 5-6 Years
Risk-free interest rate 4.13-5.81%
Weighted-average exercise price during the year $ 16.01

The following is a summary of transactions pertaining to the option plans:

WEIGHTED-AVERAGE
EXERCISE PRICE

SHARES PER SHARE
Outstanding December 31, 2005 1,839,173 S 7.26
Granted 3,000 14.70
Cancelled (23,500) 21.86
Exercised (25,400) 3.10
Outstanding March 31, 2006 1,793,273 7.11
10

The following table presents a summary of options outstanding at March 31, 2006:

STOCK OPTIONS OUTSTANDING STOCK OPTIONS EXERCISABLE
CONTRACTUAL WEIGHTED AVERAGE
RANGE OF EXERCISE PRICES AVERAGE LIFE WEIGHTED WEIGHTEED

PRICES SHARES (YEARS) AVERAGE PRICE SHARES EXERCISE PRICE

$1.55 50,898 3.23 $1.55 50,898 $1.55

$3.10 1,153,000
$4.00-$10.00 59,000
$14.00-514.19 371,875
$20.00-$25.00 158,500

78 3.10 1,127,720 3.10
12 6.19 26,800 5.53
08 14.05 120,360 14.00
58 22.17 24,800 23.65

® o a !



9. RECOURSE LOAN AGREEMENT

During 2005, the Company entered into an agreement with Student Loan Marketing
Association (Sallie Mae) to provide private recourse loans to qualifying
students. The following table reflects selected information with respect to the
recourse loan agreements, including cumulative loan disbursements and purchase
activity under the agreement from inception through March 31, 2006:

LOANS LOANS LOANS WE MAY BE
DISBURSED DISBURSED PURCHASED TO REQUIRED TO
AGREEMENT EFFECTIVE DATE (1) LOANS LIMIT TO DATE DATE PURCHASE (2)
March 28, 2005 to June 30, 2006 $ 6,000 $ 3,265 s - s 980
(1) Either party may terminate the agreement by giving the other party 30

days written notice of such termination.

(2) Represents the maximum amount of loans under the agreement that we may
be required to purchase in the future based on cumulative loans
disbursed and purchased through March 31, 2006.

Under the recourse loan agreement, the Company is required to fund 30% of all
loans disbursed into a Sallie Mae reserve account. The amount of our loan
purchase obligation may not exceed 30% of this deposit. We record such amounts
as a deposit in long-term assets on our balance sheet. Amounts on deposit may
ultimately be utilized to purchase loans in default, in which case
recoverability of such amounts would be in question. Accordingly, the Company
has an allowance for the full amount of deposit.

10. INCOME TAXES

The effective tax rate for the three months ended March 31, 2006 and 2005 was
41.5% and 41.3%, respectively.

11. RELATED PARTY TRANSACTIONS

The Company had a consulting agreement with Hart Capital LLC, which terminated
by its terms in June 2004, to advise the Company in identifying acquisition and
merger targets and assisting with the due diligence reviews of and negotiations
with these targets. Hart Capital is the managing member of Five Mile River
Capital Partners LLC, which is the second largest stockholder of the Company.
Steven Hart, the President of Hart Capital, is a member of the Company's board
of directors. The Company paid Hart Capital a monthly retainer, reimbursement of
expenses and an advisory fee for its work on successful acquisitions or mergers.
In accordance with the agreement, the Company paid Hart Capital $0 and
approximately $0.3 million for the three months ended March 31, 2006 and 2005,
respectively. In connection with the consummation of the NETI acquisition, which
closed on January 11, 2005, the Company paid Hart Capital $0.3 million for its
services.
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In 2003, the Company entered into a management service agreement with its major
stockholder. In accordance with this agreement the Company paid Stonington
Partners a management fee of $0.75 million per year for management consulting
and financial and business advisory services. Such services included valuing
acquisitions and structuring their financing and assisting with new loan
agreements. The Company paid Stonington Partners $0 and $0.75 million for the
three months ended March 31, 2006 and 2005, respectively. Fees paid to
Stonington Partners were being amortized over a twelve month period. This
agreement terminated by its terms upon the Company's completion of its initial
public offering. Selling, general and administrative expenses for the three
months ended March 31, 2005 include a $0.2 million charge resulting from the
amortization of these fees.

12. COMMITMENTS AND CONTINGENCIES

LITIGATION AND REGULATORY MATTERS - The Company has been named as a defendant in
actions resulting from the normal course of operations. Based, in part, on the
opinion of counsel, management believes that the resolution of these matters
will not have a material effect on its financial position, results of operations
and cash flows.



STOCK PURCHASE AGREEMENT - On March 30, 2006, the Company entered into a
definitive stock purchase agreement (the "Purchase Agreement") to acquire New
England Institute of Technology at Palm Beach, Inc., a Florida corporation
("NET"), for approximately $35.3 million in cash plus the assumption of a $7.2
million mortgage. The transaction, which is currently expected to close in the
second quarter of 2006, is subject to certain regulatory approvals, as well as
other customary conditions to closing.

13. PENSION PLAN

The Company sponsors a noncontributory defined benefit pension plan covering
substantially all of the Company's union employees. Benefits are provided based
on employees' years of service and earnings. This plan was frozen on December
31, 1994 for non-union employees.

While the Company does not expect to make any contributions to the plan in 2006,
after considering the funded status of the plan, movements in the discount rate,
investment performance and related tax consequences, the Company may choose to
make contributions to the plan in any given year.

The net periodic benefit cost was $1,000 and $30,000 for the three months ended
March 31, 2006 and 2005, respectively.

14. SUBSEQUENT EVENT

The Massachusetts Department of Education has raised concerns regarding the
status of certain instructor's Department approval to teach certain courses at
the Company's Career Education Institute Brockton campus. The Brockton campus
represented less than 1.5% of the Company's revenue in 2005.

Based on the Company's discussions with the Department to date, the Company does
not expect the resolution of this matter to have a material financial impact.
The Company is working with the Massachusetts Department of Education to address
their concerns.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

The following discussion may contain forward-looking statements regarding us,
our business, prospects and our results of operations that are subject to
certain risks and uncertainties posed by many factors and events that could
cause our actual business, prospects and results of operations to differ
materially from those that may be anticipated by such forward-looking
statements. Factors that could cause or contribute to such differences include,
but are not limited to, those described in the "Risk Factors" section of our
Annual Report on Form 10-K for the year ended December 31, 2005, as filed with
the Securities and Exchange Commission. Readers are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the date of
this report. We undertake no obligation to revise any forward-looking statements
in order to reflect events or circumstances that may subsequently arise. Readers
are urged to carefully review and consider the various disclosures made by us in
this report and in our other reports filed with the Securities and Exchange
Commission that advise interested parties of the risks and factors that may
affect our business.

The interim financial statements filed on this Form 10-Q and the discussions
contained herein should be read in conjunction with the annual financial
statements and notes included in our Form 10-K for the year ended December 31,
2005, as filed with the Securities and Exchange Commission, which includes
audited consolidated financial statements for our three fiscal years ended
December 31, 2005.

GENERAL

We are a leading and diversified for-profit provider of career-oriented
post-secondary education. We offer recent high school graduates and adults
degree and diploma programs in five areas of study: automotive technology,
allied health, skilled trades, business and information technology and spa and
culinary. As of March 31, 2006, we enrolled 17,374 students at our 35 campuses
across 16 states. Our campuses primarily attract students from their local
communities and surrounding areas, although our four destination schools attract
students from across the United States, and in some cases, from abroad. We
continue to expand our product offerings, and on March 23, 2006 we announced
that our new automotive campus in Queens, New York will be opened on March 27,
2006.



CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our discussions of our financial condition and results of operations are based
upon our consolidated financial statements, which have been prepared in
accordance with accounting policies generally accepted in the United States of
America, or GAAP. The preparation of financial statements in conformity with
GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the consolidated financial statements and the
reported amounts of revenues and expenses during the period. On an ongoing
basis, we evaluate our estimates and assumptions, including those related to
revenue recognition, bad debts, fixed assets, goodwill and other intangible
assets, stock-based compensation, income taxes and certain accruals. Actual
results could differ from those estimates. The critical accounting policies
discussed herein are not intended to be a comprehensive list of all of our
accounting policies. In many cases, the accounting treatment of a particular
transaction is specifically dictated by GAAP and does not result in significant
management judgment in the application of such principles. There are also areas
in which management's judgment in selecting any available alternative would not
produce a materially different result from the result derived from the
application of our critical accounting policies. We believe that the following
accounting policies are most critical to us in that they represent the primary
areas where financial information is subject to the application of management's
estimates, assumptions and judgment in the preparation of our consolidated
financial statements.

REVENUE RECOGNITION. Revenues are derived primarily from programs taught at our
schools. Tuition revenues and one-time fees, such as nonrefundable application
fees and course material fees, are recognized on a straight-line basis over the
length of the applicable program, which is the period of time from a student's
start date through his or her graduation date, including internships or
externships that take place prior to graduation. If a student withdraws from a
program prior to a specified date, any paid but unearned tuition is refunded.
Refunds are calculated and paid in accordance with federal, state and
accrediting agency standards. Other revenues, such as textbook sales, tool sales
and contract training revenues are recognized as services are performed or goods
are delivered. On an individual student basis, tuition earned in excess of cash
received is recorded as accounts receivable and cash received in excess of
tuition earned is recorded as unearned tuition.

ALLOWANCE FOR UNCOLLECTIBLE ACCOUNTS. Based upon experience and judgment, we
establish an allowance for uncollectible accounts with respect to tuition
receivables. We use an internal group of collectors, augmented by third-party
collectors as deemed appropriate, in our collection efforts. In establishing our
allowance for uncollectible accounts, we consider, among other things, a
student's status (in-school or out-of-school), whether or not additional
financial aid funding will be collected from Title IV Programs or other sources,
whether or not a student is currently making payments and overall collection
history. Changes in trends in any of these areas may impact the allowance for
uncollectible accounts. The receivables balances of withdrawn students with
delinquent obligations are reserved based on our collection history. Although we
believe that our reserves are adequate, if the financial condition of our
students

13

deteriorates, resulting in an impairment of their ability to make

payments, or if we underestimate the allowances required, additional allowances
may be necessary, which will result in increased selling, general and
administrative expenses in the period such determination is made.

Our bad debt expense as a percentage of revenue for the three months ended March
31, 2006 and 2005 was 4.2% and 3.2%, respectively. Our exposure to changes in
our bad debt expense could impact our operations.

Because a substantial portion of our revenue is derived from Title IV programs,
any legislative or regulatory action that significantly reduces the funding
available under Title IV programs or the ability of our students or schools to
participate in Title IV programs could have a material effect on the
realizability of our receivables.

GOODWILL. We test our goodwill for impairment annually, or whenever events or
changes in circumstances indicate an impairment may have occurred, by comparing
its fair value to its carrying value. Impairment may result from, among other
things, deterioration in the performance of the acquired business, adverse
market conditions, adverse changes in applicable laws or regulations, including
changes that restrict the activities of the acquired business, and a variety of



other circumstances. If we determine that an impairment has occurred, we are
required to record a write-down of the carrying value and charge the impairment
as an operating expense in the period the determination is made. In evaluating
the recoverability of the carrying value of goodwill and other indefinite-lived
intangible assets, we must make assumptions regarding estimated future cash
flows and other factors to determine the fair value of the acquired assets.
Changes in strategy or market conditions could significantly impact these
judgments in the future and require an adjustment to the recorded balances.

STOCK-BASED COMPENSATION. We currently account for stock-based employee
compensation arrangements in accordance with the provisions of Statement of
Financial Accounting Standards ("SFAS") No. 123R, "SHARE BASED PAYMENT."
Effective January 1, 2004, we elected to change our accounting policies from the
use of the intrinsic value method of Accounting Principles Board ("APB") Opinion
No. 25, "ACCOUNTING FOR STOCK-BASED COMPENSATION" to the fair value-based method
of accounting for options as prescribed by SFAS No. 123 "ACCOUNTING FOR
STOCK-BASED COMPENSATION". As permitted under SFAS No. 148, "ACCOUNTING FOR
STOCK-BASED COMPENSATION--TRANSITIONS AND DISCLOSURE--AN AMENDMENT TO SFAS
STATEMENT NO. 123," we elected to retroactively restate all periods presented.
Because no market for our common stock existed, our board of directors
determined the fair value of our common stock based upon several factors,
including our operating performance, forecasted future operating results, and
our expected valuation in an initial public offering.

Prior to our initial public offering on June 22, 2005, we valued the exercise
price of options issued to employees using a market based approach. This
approach took into consideration the value ascribed to our competitors by the
market. In determining the fair value of an option at the time of grant, we
reviewed contemporaneous information about our peers, which included a variety
of market multiples, including, but not limited to, revenue, EBITDA, net income,
historical growth rates and market/industry focus. Prior to our initial public
offering, the value we ascribed to stock options granted was based upon our
anticipated initial public offering as well as discussions with our investment
advisors. Due to the number of peer companies in our sector, we believed using
public company comparisons provided a better indication of how the market values
companies in the for-profit post secondary education sector.

During 2005, we adopted the provisions of SFAS No. 123R, "SHARE BASED PAYMENT."
The adoption of SFAS No. 123R did not have a material impact on our financial
statements.

RECENT ACCOUNTING PRONOUNCEMENTS

In February 2006, the Financial Accounting Standards Board ("FASB") issued SFAS
No. 155, ACCOUNTING FOR CERTAIN HYBRID FINANCIAL INSTRUMENTS." SFAS No. 155 is
effective beginning January 1, 2007. The adoption of the provision of SFAS No.
155 is not expected to have a material effect on our consolidated financial
statements.

In June 2005, the FASB issued SFAS No. 154, ACCOUNTING CHANGES AND ERROR
CORRECTIONS, A REPLACEMENT OF APB OPINION NO. 20 AND FASB STATEMENT NO. 3. SFAS
No. 154 applies to all voluntary changes in accounting principle, and changes
the requirements for accounting for and reporting of a change in accounting
principle. SFAS No. 154 requires retrospective application to prior periods'
financial statements of a voluntary change in accounting principle unless it is
impracticable. Accounting Principles Board "APB" Opinion No. 20 previously
required that most voluntary changes in accounting principle be recognized by
including in net income of the period of the change the cumulative effect of
changing to the new accounting principle. SFAS No. 154 requires that a change in
method of depreciation, amortization, or depletion for long-lived, nonfinancial
assets be accounted for as a change in accounting estimate that is effected by a
change in accounting principle. APB Opinion No. 20 previously required that such
a change be reported as a change in accounting principle. We adopted SFAS No.
154 on January 1, 2006. The adoption of the provisions of SFAS No. 154 had no
effect on our consolidated financial statements.
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In March 2005, the FASB issued FASB Interpretation No. 47, ACCOUNTING FOR
CONDITIONAL ASSET RETIREMENT OBLIGATIONS ("FIN 47"). FIN 47 clarifies that a
conditional asset retirement obligation, as used in SFAS 143, ACCOUNTING FOR
ASSET RETIREMENT OBLIGATIONS, refers to a legal obligation to perform an asset
retirement activity in which the timing and/or method of the settlement are
conditional on a future event that may or may not be within the control of the
entity. Accordingly, an entity is required to recognize a liability for the fair
value of a conditional asset retirement obligation if the fair value can be
reasonably estimated. We adopted FIN 47 on January 1, 2006. The adoption of the
provisions of FIN 47 had no effect on our consolidated financial statements.

In December 2004, the FASB issued SFAS No. 153, EXCHANGES OF NONMONETARY ASSETS,



AN AMENDMENT OF APB OPINION NO. 29, ACCOUNTING FOR NONMONETARY TRANSACTIONS.
SFAS No. 153 addresses the measurement of exchanges of nonmonetary assets and
requires that such exchanges be measured at fair value, with limited exceptions.
SFAS No. 153 amends APB Opinion No. 29 ACCOUNTING FOR NONMONETARY TRANSACTIONS,
by eliminating the exception that required nonmonetary exchanges of similar
productive assets be recorded on a carryover basis. We adopted SFAS No. 153 on
January 1, 2006. The adoption of the provisions of SFAS No. 153 had no effect on
our consolidated financial statements.

RESULTS OF OPERATIONS

The following table sets forth selected consolidated statements of operations
data as a percentage of revenues for each of the periods indicated:

THREE MONTHS ENDED

MARCH 31,
2006 2005

Revenues 100.0% 100.0%
Costs and expenses:

Educational services and facilities 42.6% 41.0%
Selling, general and administrative 51.1% 55.4%
Total costs and expenses 93.7% 96.4%
Operating income 6.3% 3.6%
Interest expense, net 0.0% (1.7)%
Other Income 0.0% 0.0%
Income before income taxes 6.3% 1.9%
Provision for income taxes 2.6% 0.8%
Net income 3.7% 1.1%

THREE MONTHS ENDED MARCH 31, 2006 COMPARED TO THREE MONTHS ENDED MARCH 31, 2005

REVENUES. Our revenues for the quarter ended March 31, 2006 were $75.5 million,
representing an increase of $4.6 million, or 6.6%, as compared to $70.9 million
for the quarter ended March 31, 2005. Approximately $1.4 million, or 2.1%, of
this increase was as a result of our acquisition of Euphoria Institute LLC, or
Euphoria, on December 1, 2005, while the remainder was primarily due to tuition
increases. For the quarter ended March 31, 2006, our average undergraduate
full-time student enrollment was 17,676 as compared to 17,692 for the quarter
ended March 31, 2005. Excluding our acquisition of Euphoria, our average
undergraduate student enrollment decreased by 1.6% to 17,409. For a discussion
of trends in our student enrollment, see "Seasonality and Trends" below.

EDUCATIONAL SERVICES AND FACILITIES EXPENSES. Our educational services and
facilities expenses for the quarter ended March 31, 2006 were $32.1 million,
representing an increase of $3.0 million, or 10.5%, as compared to $29.1 million
for the quarter ended March 31, 2005. The acquisition of Euphoria resulted in
$0.9 million, or 3.0%, of this increase. Instructional expenses increased by
$0.8 million or 4.6% as compared to last year primarily due to increased
compensation and benefit costs. Books and tools expenses increased $0.5 million
or 20.0% over the prior year primarily due to timing of class starts in the
first quarter of 2006 and from higher costs of books and tools. Additionally,
facilities expenses increased by approximately $0.9 million due to rent expenses
on our new Queens, New York facility for the full quarter in 2006 as compared to
only two months in 2005, our expanded campus facilities at New England Technical
Institute during the second half of 2005 and from additional depreciation
expense which increased $0.3 million or 8.5% from prior period.

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES. Our selling, general and
administrative expenses for the quarter ended March 31, 2006 were $38.7 million,
a decrease of $0.6 million, or 1.6%, as compared to $39.3 million for the
quarter ended March 31, 2005. Approximately $0.4 million of the $38.7 million
incurred for the quarter ended March 31, 2006 related to the acquisition of
Euphoria. Excluding Euphoria, our selling, general and administrative expenses
would have decreased 2.6% as compared to the same period in 2005. This decrease
was primarily due to: (a) a $0.6 million, or 3.4%, decrease in sales and
marketing expenses as a result of
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efficiencies gained through the better utilization of technology and due to a
shift in advertising from television to the Internet, which is more cost



effective; and (b) a $0.4 million, or 1.9%, decrease in administrative costs
primarily due to decreased expenses associated with the timing and efficiencies
gained from rolling out of our new student software and management reporting
system at some of our schools during the first quarter of 2006.

NET INTEREST EXPENSE. Our net interest expense for the quarter ended March 31,
2006 was $0.0 million, representing a decrease of $1.2 million from the quarter
ended March 31, 2005. This decrease was primarily due to an increase in interest
income of $0.5 million due to higher cash balances during the period as well as
a decrease of $0.7 million in interest expense due to paying off our debt
outstanding under our credit facility with the proceeds from our initial public
offering.

INCOME TAXES. Our provision for income taxes for the quarter ended March 31,
2006 was $2.0 million, or 41.5% of pretax income, compared to $0.5 million, or
41.3% of pretax income, for the quarter ended March 31, 2005. The increase in
our effective tax rate for the three months ended March 31, 2006 is primarily
attributable to an allocation of income between states.

LIQUIDITY AND CAPITAL RESOURCES

Our primary capital requirements are for facility expansion and maintenance,
acquisitions and the development of new programs. Our principal sources of
liquidity have been cash provided by operating activities and borrowings under
our credit agreement. The following chart summarizes the principal elements of
our cash flow for the three months ended March 31, 2006 and 2005:

CASH FLOW SUMMARY
THREE MONTHS ENDED MARCH 31,

(DOLLARS IN THOUSANDS)

Net cash used in operating activities $ (3,656) $ (2,536)
Net cash used in investing activities S (3,476) $(22,886)
Net cash used in financing activities S (1) $ (5,451)

As of March 31, 2006 we had cash and cash equivalents of $41.4 million, compared
to $48.6 million as of December 31, 2005. Historically, we have financed our
operating activities and organic growth primarily through cash generated from
operations. We have financed acquisitions primarily through borrowings under our
credit agreement and cash generated from operations. We currently anticipate
that we will be able to meet both our short-term cash needs, as well as our need
to fund operations and meet our obligations beyond the next twelve months with
cash generated by operations, existing cash balances and, if necessary,
borrowings under our credit agreement. As of March 31, 2006, we had borrowings
available under our credit agreement of approximately $95.9 million, including a
$4.1 million sub-limit on letters of credit.

On March 30, 2006, we entered into a definitive stock purchase agreement to
acquire New England Institute of Technology at Palm Beach, Inc., for
approximately $35.3 million in cash plus the assumption of a $7.2 million
mortgage. The transaction, which is currently expected to close in the second
quarter of 2006, is subject to certain regulatory approvals, as well as other
customary conditions to closing. If this acquisition is consummated, our cash
and cash equivalents would be significantly reduced and we would expect to incur
additional indebtedness. Notwithstanding this reduction in cash and cash
equivalents, we believe we will continue to be able to meet both our short-term
and long-term cash needs through the sources identified above.

Our primary source of cash is tuition collected from our students. Our students
fund their tuition payments from a variety of sources including Title IV
Programs, federal and state grants, private loans and their personal resources.
A significant majority of our students' tuition payments are derived from Title
IV Programs. Students must apply for a new loan for each academic period.
Federal regulations dictate the timing of disbursements of funds under Title IV
Programs and loan funds are generally provided by lenders in two disbursements
for each academic year. The first disbursement is usually received approximately
30 days after the start of a student's academic year and the second disbursement
is typically received at the beginning of the sixteenth week after the start of
the student's academic year. Certain types of grants and other funding are not
subject to a 30-day delay. Our programs range from 30 to 84 weeks and may cover
one or two academic years. In certain instances, if a student withdraws from a
program prior to a specified date, any paid but unearned tuition or prorated
Title IV financial aid is refunded and the amount of the refund varies by state.

The majority of students enrolled at our schools rely on funds received under
various government-sponsored student financial aid programs to pay a substantial
portion of their tuition and other education-related expenses. The largest of



these programs is Title IV, which represented approximately 80% of our cash
receipts relating to revenues in 2005. As a result of the significance of the
Title IV funds received by our students, we are highly dependent on these funds
to operate our business. Any reduction in the level of Title IV funds that our
students are eligible to receive or any impact on our ability to receive Title
IV funds would have a significant impact on our operations and our financial
condition.
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OPERATING ACTIVITIES

Net cash used in operating activities was $3.7 million for the quarter ended
March 31, 2006 compared to $2.5 million for the quarter ended March 31, 2005.
The $1.2 million increase in cash used by operating activities was primarily due
to $5.5 million of increased tax payments made during the first quarter of 2006
as compared to the comparable period in 2005, offset by increased net income as
well as non-cash expenses as adjusted by bad debt expense over the comparable
period in 2005 as well as reductions in unearned tuition. The remaining
difference resulted from changes in other working capital items.

INVESTING ACTIVITIES

Our cash used in investing activities was primarily related to the purchase of
property and equipment and in acquiring schools. Our capital expenditures
primarily result from facility expansion, leasehold improvements, and
investments in classroom and shop technology and in operating systems. On
January 11, 2005, we acquired New England Technical Institute, or,NETI, for
$18.8 million, net of cash acquired.

We currently lease almost all of our campuses. In October 2005, we completed the
purchase of our Grand Prairie, Texas facility and expect to open the facility in
the second half of 2006. In addition, although our growth strategy is primarily
focused on internal growth, including campus expansions, we may also consider
strategic acquisitions. To the extent that these potential strategic
acquisitions are large enough to require financing beyond available cash from
operations and borrowings under our credit facilities, we may incur additional
debt or issue additional debt or equity securities.

Net cash used in investing activities decreased $19.4 million to $3.5 million
for the quarter ended March 31, 2006 from $22.9 million for the quarter ended
March 31, 2005. This decrease is entirely due to our acquisition of NETI.

Capital expenditures are expected to increase as we upgrade and expand current
equipment and facilities and open new facilities to meet increased student
enrollments. Additionally, we are evaluating several other expansion
opportunities. We anticipate capital expenditures to be approximately 12% to 15%
of revenues in 2006. We expect to be able to fund these capital expenditures
with cash generated from operating activities.

FINANCING ACTIVITIES

Net cash used in financing activities was $0.0 million for the quarter ended
March 31, 2006 compared to $5.5 million for the quarter ended March 31, 2005.
This decrease in 2006 is mainly attributable to the pay down of our debt in 2005
from the proceeds of our initial public offering.

On February 15, 2005, we entered into a new credit agreement with a syndicate of
banks led by our existing lender. Under the terms of this agreement, the
syndicate provided us with a $100 million credit facility with a term of five
years. The credit agreement permits the issuance of letters of credit of up to
$20 million, the amount of which reduces the availability of permitted
borrowings under the agreement. In connection with of this new credit agreement,
we wrote off as a component of interest expense approximately $0.4 million of
unamortized deferred finance costs under our old credit agreement in the quarter
ended March 31, 2005. We incurred approximately $0.8 million of deferred finance
costs under the new agreement.

The following table sets forth our long-term debt at the dates indicated:

MARCH 31, DECEMBER 31,
2006 2005

Credit agreement S - $ -



Automobile loans 73 81

Finance obligation 9,672 9,672
Capital leases-computers (with rates ranging from 6.7% to 10.7%) 944 1,015
Subtotal
10,689 10,768
Less current maturities (255) (283)
$ 10,434 $ 10,485
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CONTRACTUAL OBLIGATIONS

LONG-TERM DEBT. As of March 31, 2006, our long-term debt consisted entirely of
the finance obligation in connection with our sale-leaseback transaction in 2001
snd amounts due under capital lease obligations.

LEASE COMMITMENTS. We lease offices, educational facilities and various
equipment for varying periods through the year 2020 at basic annual rentals
(excluding taxes, insurance, and other expenses under certain leases).

The following table contains supplemental information regarding our total
contractual obligations as of March 31, 2006, measured from the end of our
fiscal year, December 31, 2005:

PAYMENTS DUE BY PERIOD

TOTAL 1 YEAR 2-3 YEARS 4-5 YEARS AFTER 5 YEARS

(DOLLARS IN THOUSANDS)

Capital leases (including interest) $ 1,140 $ 291 $ 457 $ 309 $ 83
Operating leases 144,442 16,575 31,912 25,981 69,974
Finance obligation 13,949 1,259 2,517 2,517 7,656
Automobile loans (including interest) 75 36 39 - --

Total contractual cash obligations $159,606 $ 18,161 $ 34,925 $ 28,807 $ 77,713

OFF-BALANCE SHEET ARRANGEMENTS
We had no off-balance sheet arrangements as of March 31, 2006.
RELATED PARTY TRANSACTIONS

We had a consulting agreement with Hart Capital LLC, which terminated by its
terms in June 2004, to advise us in identifying acquisition and merger targets
and assisting with the due diligence reviews of and negotiations with these
targets. Hart Capital is the managing member of Five Mile River Capital Partners
LLC, which is the second largest stockholder of our Company. Steven Hart, the
President of Hart Capital, is a member of our board of directors. We paid Hart
Capital a monthly retainer, reimbursement of expenses and an advisory fee for
its work on successful acquisitions or mergers. In accordance with the
agreement, we paid Hart Capital $0 and approximately $0.3 million for the
quarter ended March 31, 2006 and 2005, respectively. In connection with the
consummation of the NETI acquisition, on January 11, 2005, we paid Hart Capital
$0.3 million for its services.

In 2003, we entered into a management service agreement with our majority
stockholder, Stonington Partners. In accordance with this agreement, we paid
Stonington Partners a management fee of $0.75 million per year for management
consulting and financial and business advisory services. Such services include
valuing acquisitions and structuring their financing and assisting with new loan
agreements. We paid Stonington Partners $0 and $0.75 million for the quarter
ended March 31, 2006 and 2005, respectively. Fees paid to Stonington Partners
were being amortized over a twelve month period. This agreement terminated by
its terms upon the completion of our initial public offering in June 2005.
Selling, general and administrative expenses for the quarter ended March 31,
2005 include a $0.2 million charge resulting from the amortization of these
fees.

SEASONALITY AND TRENDS
Our net revenues and operating results normally fluctuate as a result of

seasonal variations in our business, principally due to changes in total student
population. Student population varies as a result of new student enrollments,



graduations and student attrition. Historically, our schools have had lower
student populations in our first and second quarters and we have experienced
large class starts in the third and fourth quarters and student attrition in the
first half of the year. Our expenses, however, do not vary significantly with
changes in our student population and net revenues. During the first half of the
year, we make significant investments in marketing, staff, programs and
facilities to ensure that we have the proper staffing to meet our second half
targets and, as a result, such expenses do not fluctuate significantly on a
quarterly basis. We expect quarterly fluctuations in operating results to
continue as a result of seasonal enrollment patterns. Such patterns may change,
however, as a result of new school openings, new program introductions,
increased enrollments of adult students and/or acquisitions.

Similar to many other for-profit post secondary education companies, the
increase in our average undergraduate enrollments did not meet our historical or
anticipated growth rates in 2005. As a result of this slow down, we entered 2006
with fewer students enrolled

18

than we had in January of 2005. The slow down that has occurred in the
for-profit post secondary education sector appears to have had a greater impact
on companies, like ours, that are more dependent on their on-ground business as
opposed to on-line students. We believe that the slow down can be attributed to
many factors, including: (a) the economy; (b) dependency on television to
attract students to our school; (c) turnover of our sales representatives; and
(d) increasing competition in the marketplace.

Despite soft organic enrollment trends and increased volatility in the near
term, we believe that our growth initiatives as well as the steps we have taken
to address the challenging trends that our industry and we are currently facing
will produce positive growth over the long-term. While our operating strategy,
business model and infrastructure are well suited for the short-term and we have
ample operating flexibility, we continue to be prudent and realistic and have
taken the necessary steps to ensure that operations that have not grown as
rapidly as expected are right sized. We also continue to make investments in
areas that are demonstrating solid growth.

Operating income is negatively impacted during the initial start-up phase of new
campus expansions. We incur sales and marketing costs as well as campus
personnel costs in advance of the opening of each campus. Typically we begin to
incur such costs approximately 15 months in advance of the campus opening with
the majority of such costs being incurred in the nine-month period prior to a
campus opening. During the current year, we initiated expansion efforts for one
new campus, located in Queens, New York, which opened on March 27, 2006.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our principal exposure to market risk relates to interest rate changes. However,
as a result of completing our initial public offering, we have been able to
repay in full our line of credit leaving only miscellaneous capital equipment
leases, which are not material.

ITEM 4. CONTROLS AND PROCEDURES

(a) EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES. Our Chief Executive
Officer and Chief Financial Officer, after evaluating the effectiveness of our
disclosure controls and procedures (as defined in Securities Exchange Act Rule
13a-15(e)) as of the end of the quarterly period covered by this report, have
concluded that our disclosure controls and procedures are adequate and effective
to reasonably ensure that material information required to be disclosed by us in
the reports that we file or submit under the Exchange Act is recorded,
processed, summarized and reported within the time periods specific by
Securities and Exchange Commissions' Rules and Forms and that such information
is accumulated and communicated to our management, including our Chief Executive
Officer and Chief Financial Officer, as appropriate, to allow timely decisions
regarding required disclosure.

(b) CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING. There were no changes
made during our most recently completed fiscal quarter in our internal control
over financial reporting that have materially affected, or are reasonably likely
to materially affect, our internal control over financial reporting.

PART II. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
In the ordinary conduct of our business, we are periodically subject to

lawsuits, investigations and claims, including, but not limited to, claims
involving students or graduates and routine employment matters. Although we



cannot predict with certainty the ultimate resolution of lawsuits,

investigations and claims asserted against us, we do not believe that any
currently pending legal proceeding to which we are a party will have a material
adverse effect on our business or financial condition.

ITEM 6.
EXHIBIT INDEX

The following exhibits are filed or incorporated by reference with this Form
10-Q.

Exhibit

NUMBER

10.
10.

10.

10.
10.

10.
10.

10.
10.
10.

10.
10.

10.

31.

31.

N

©

10
11
12
13
14

EXHIBITS

DESCRIPTION

Amended and Restated Certificate of Incorporation of the Company
Amended and Restated By-laws of the Company (2).
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Stockholders' Agreement, dated as of September 15, 1999, among Lincoln Technical Institute,
Inc., Back to School Acquisition, L.L.C., and Five Mile River Capital Partners LLC. (1).
Letter agreement, dated August 9, 2000, by Back to School Acquisition, L.L.C., amending the
Stockholders' Agreement (1).

Letter agreement, dated August 9, 2000, by Lincoln Technical Institute, Inc., amending the
Stockholders' Agreement (1).

Management Stockholders Agreement, dated as of January 1, 2002, by and among Lincoln Technical
Institute, Inc., Back to School Acquisition, L.L.C. and the Stockholders and other holders of
options under the Management Stock Option Plan listed therein (1).

Registration Rights Agreement between the Company and Back to School Acquisition, L.L.C. (2).
Specimen Stock Certificate evidencing shares of common stock (1).

Credit Agreement, dated as of February 15, 2005, among the Company, the Guarantors from time
to time parties thereto, the Lenders from time to time

parties thereto and Harris Trust and Savings Bank, as

Administrative Agent (1).

Employment Agreement, dated as of January 3, 2005, between the Company and David F. Carney (1).
Amended Employment Agreement, dated as of March 1, 2005, between the Company and David F.
Carney (1).

Employment Agreement dated as of January 3, 2005, between the Company and Lawrence E. Brown
(1).

Amended Employment Agreement, dated as of March 1, 2005, between the Company and Lawrence E.
Brown (1).

Employment Agreement, dated as of January 3, 2005, between the Company and Scott M. Shaw (1).
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Certification of Chairman & Chief Executive Officer and Chief Financial Officer pursuant to 18
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* Filed herewith

(1) Incorporated by reference to the Company's Registration Statement on
Form S-1 (Registration No. 333-123664).

(2) Incorporated by reference to the Company's Form 8-K dated June 28, 2005.
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SIGNATURES

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

Date: May 12, 2006

LINCOLN EDUCATIONAL SERVICES CORPORATION

By: /S/ CESAR RIBEIRO
Cesar Ribeiro
Chief Financial Officer
(Principal Accounting and
Financial Officer)
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STOCK PURCHASE AGREEMENT, dated as of March 30, 2006, among LINCOLN
TECHNICAL INSTITUTE, INC., a New Jersey corporation (the "PURCHASER"), and
RICHARD I. GOUSE, ANDREW T. GOUSE, individually and as Trustee of THE CAROLYN
BETH GOUSE IRREVOCABLE TRUST, SETH A. KURN AND STEVEN L. MELTZER (each, a
"SELLER" and collectively, the "SELLERS").

WHEREAS, the Sellers own all the issued and outstanding shares (the
"SHARES") of common stock, $0.01 par value per share (the "COMMON STOCK"), of
New England Institute of Technology at Palm Beach, Inc., a Florida corporation
(the "COMPANY") ;

WHEREAS, the Company has a principal business address at 2410 Metro
Centre Boulevard, West Palm Beach, FL 33407;

WHEREAS, the Company owns and operates a post-secondary educational
institution in Palm Beach County, Florida, with campuses located in the
Metrocenter Corporate Park of West Palm Beach and in the Australian Business
Park in Mangonia Park, that is engaged in the business of providing
post-secondary school educational services (the "BUSINESS");

WHEREAS, the Sellers wish to sell to the Purchaser, and the
Purchaser wishes to purchase from the Sellers, the Shares, upon the terms and
subject to the conditions set forth herein.

NOW, THEREFORE, in consideration of the premises and the mutual
agreements and covenants hereinafter set forth, and intending to be legally
bound, the parties hereby agree as follows:

ARTICLE I
DEFINITIONS
SECTION 1.01. CERTAIN DEFINED TERMS. For purposes of this Agreement:

"ACCREDITING BODY" means any non-Government entity or body that has been
recognized by DOE as a reliable authority as to the quality of training offered
by "institutions of higher education," "proprietary institutions of higher
education" or "educational programs" (as those terms are defined by U.S. DOE)
under 34 C.F.R. Part 602 as promulgated by U.S. DOE, including but not limited
to ACICS.

"ACICS" means the Accrediting Council for Independent Colleges and
Schools.

"ACQUISITION DOCUMENTS" means this Agreement, the Ancillary Agreements,
and any certificate, Financial Statement, Interim Financial Statement, report or
other document delivered pursuant to this Agreement or the transactions
contemplated by this Agreement.

"ACTION" means any Claim, action, suit, arbitration, proceeding or



investigation by or before any Governmental Authority or Educational Agency.

"AFFILIATE" means, with respect to any specified Person, any other
Person that directly, or indirectly through one or more intermediaries,
controls, is controlled by, or is under common control with, such specified
Person.

"AGREEMENT" or "THIS AGREEMENT" means this Stock Purchase Agreement
between the parties hereto (including the Exhibits and Schedules hereto and the
Disclosure Schedule) and all amendments hereto made in accordance with the
provisions of Section 9.03.

"ANCILLARY AGREEMENTS" means the Escrow Agreement, the General Release
and the Transitional Consent Agreement.

"ASSETS" means the assets and properties of the Company, including the
Real Property.

"BUSINESS DAY" means any day that is not a Saturday, a Sunday or other
day on which banks are required or authorized by Law to be closed in New York,
New York.

"CERCLA" means the Comprehensive Environmental Response, Compensation
and Liability Act of 1980, as amended through the Closing.

"CERCLIS" means the Comprehensive Environmental Response, Compensation
and Liability Information System, as updated through the Closing.

"CLAIMS" means any and all administrative, regulatory or judicial
actions, suits, demands, demand letters, claims, liens, notices of noncompliance
or violation, investigations, proceedings, consent orders or consent agreements,
but excluding Educational Claims.

"CLOSING STATEMENT OF NET CURRENT ASSETS" means the statement of net
current assets (including the related notes and schedules thereto) of the
Company, dated as of the Closing and prepared pursuant to Section 2.06(b).

"CODE" means the Internal Revenue Code of 1986 as amended.

"COMPANY INTELLECTUAL PROPERTY" means Intellectual Property (including
the Company Marks and the Domain Names) owned by the Company.

"COMPANY IP AGREEMENTS" means (a) licenses of Company Intellectual
Property by the Company to any third party, (b) licenses of Intellectual
Property by any third party to the Company, (c) agreements between the Company
and any third party relating to the development or use of Intellectual Property,
the development or transmission of data, or the use, modification, framing,
linking, advertisement, or other practices with respect to Internet web sites,
and (d) consents, settlements, decrees, orders, injunctions, judgments or
rulings governing the use, validity or enforceability of Company Intellectual
Property.

"COMPANY MARKS" means the names "New England Institute of Technology at
Palm Beach, Inc.", "New England School of Technology at Palm Beach", "Florida
Culinary Institute", "FCI" and all design logos related to any of the foregoing
and all stylized versions thereof.

"COMPANY SOFTWARE" means all software (a) material to the operation of
the Business or (b) manufactured, distributed, sold, licensed or marketed by the
Company.

"CONFIDENTIALITY AGREEMENT" means the agreement dated January 17, 2006
between Stifel, Nicolaus & Company, Incorporated and the Purchaser.

"CONTROL" (including the terms "CONTROLLED BY" and "UNDER COMMON CONTROL
WITH"), with respect to the relationship between or among two or more Persons,
means the possession, directly or indirectly or as trustee, personal
representative or executor, of the power to direct or cause the direction of the
affairs or management of a Person, whether through the ownership of voting
securities, as trustee, personal representative or executor, by contract, credit
arrangement or otherwise.



"CONVEYANCE TAXES" means all sales, use, value-added, transfer, stamp,
stock transfer, real property transfer or gains and similar Taxes and any
transfer, recording, registration and similar fees.

"DISCLOSURE SCHEDULE" means the Disclosure Schedule attached hereto,
dated as of the date hereof, delivered by the Sellers to the Purchaser in
connection with this Agreement.

"DOMAIN NAMES" means "floridaculinary.com" and "newenglandtech.com".

"EDUCATIONAL AGENCY" means any entity or organization, whether
governmental, government chartered, private or quasi-private, that engages in
granting or withholding Educational Approvals for, administers

financial assistance to or for students of, or otherwise regulates, private
post-secondary schools in accordance with standards relating to performance,
operation, financial condition or academic standards of such schools, including
U.S. DOE, the United States Veterans Administration and state approving agencies
for veteran's education benefits, any agency that guarantees federal student
loans pursuant to 34 C.F.R. Part 682 Subpart D, any Accrediting Body and any
State Educational Agency.

"EDUCATIONAL APPROVAL" means any license, permit, consent, franchise,
approval, authorization, certificate, U.S. DOE Approval or accreditation issued
or required to be issued by an Educational Agency to the Institution or to any
campus operated by the Institution with respect to any aspect of the
Institution's operations subject to the oversight of such Educational Agency.

"EDUCATIONAL CLAIMS" means any and all administrative, regulatory or
judicial actions, suits, demands, demand letters, claims, liens, notices of
noncompliance or violation, investigations, program reviews, audits,
proceedings, consent orders or consent agreements arising out of the operation
of the Institution or the application thereto of any Educational Law or with
respect to any Educational Approval required to be held by the Institution under
any Educational Law.

"EDUCATIONAL LAW" means any Law, regulation or binding standard issued
or administered by, or related to, any Educational Agency.

"ENCUMBRANCE" means any security interest, pledge, hypothecation,
mortgage, lien (including environmental and Tax liens), violation, charge,
lease, license, encumbrance, servient easement, adverse claim, reversion,
reverter, preferential arrangement or restrictive covenant, condition or
restriction of any kind, including any restriction on the use, voting, transfer,
receipt of income or other exercise of any attributes of ownership.

"ENVIRONMENT" means surface waters, groundwaters, sediment, soil,
subsurface strata and outdoor or indoor ambient air.

"ENVIRONMENTAL CLAIMS" means any Claims relating to any Environmental
Law or any Environmental Permit, including (a) any and all Claims by
Governmental Authorities for enforcement, cleanup, removal, response, remedial
or other actions or damages pursuant to any applicable Environmental Law and (b)
any and all Claims by any Person seeking damages, contribution, indemnification,
cost recovery, compensation or injunctive relief resulting from Hazardous
Materials or arising from alleged injury or threat of injury to health, safety
or the Environment.

"ENVIRONMENTAL LAWS" means all Laws and any judicial or administrative
interpretation thereof, including any judicial or administrative order, consent
decree or judgment, relating to the Environment, health, safety, natural
resources or Hazardous Materials, including CERCLA; the Resource Conservation
and Recovery Act, 42 U.S.C. ss. 6901 ET SEQ.; the Hazardous Materials
Transportation Act, 49 U.S.C. ss. 6901 ET SEQ.; the Clean Water Act, 33 U.S.C.
ss. 1251 ET SEQ.; the Toxic Substances Control Act, 15 U.S.C. ss. 2601 ET SEQ.;
the Clean Air Act, 42 U.S.C. ss. 7401 ET SEQ.; the Safe Drinking Water Act, 42
U.S.C. ss. 300f ET SEQ.; the Atomic Energy Act, 42 U.S.C. ss. 2011 ET SEQ.; the
Federal Insecticide, Fungicide and Rodenticide Act, 7 U.S.C. ss. 136 et SEQ.;
and the Federal Food, Drug and Cosmetic Act, 21 U.S.C. ss. 301 ET SEQ.



"ENVIRONMENTAL PERMITS" means all permits, approvals, identification
numbers, licenses and other authorizations required under or issued pursuant to
any applicable Environmental Law.

"ESCROW ACCOUNT" means the account established, designated and
maintained by the Escrow Agent pursuant to the terms of the Escrow Agreement.

"ESCROW AGENT" means LaSalle Bank National Association.

"ESCROW AMOUNT" means $3,500,000.

"ESTIMATED CLOSING STATEMENT OF NET CURRENT ASSETS" means the statement
of net current assets (including the related notes and schedules thereto) of the
Company, dated as of the Closing and prepared and delivered pursuant to Section
2.06(a) .

"EXCLUDED TAXES" means (a) all Income Taxes owed by any Seller for any
period; (b) all Taxes relating to the Company, the Assets or the Business for
any Pre-Closing Period; (c) all Taxes of any Seller, the Company or any other
Person by reason of being a member of a consolidated, combined, unitary or
affiliated group that includes the Company or any of its present or past
Affiliates prior to the Closing, by reason of a Tax sharing, Tax indemnity or
similar agreement entered into by any Seller, the Company or any of their
present or past Affiliates prior to the Closing (other than this Agreement) or
by reason of transferee or successor Liability arising in respect of a
transaction undertaken by any Seller, the Company or any of their present or
past Affiliates prior to the Closing; (d) Taxes imposed on Purchaser or any of
its Affiliates as a result of any breach of warranty or misrepresentation, or
breach of any covenant relating to Taxes; and (e) all Conveyance Taxes payable
in connection with the transactions contemplated by this Agreement.

"FINANCIAL ASSISTANCE" means any form of student financial assistance,
grants or loans, including Title IV Program funding, administered by any
Governmental Authority or Educational Agency.

"GAAP" means United States generally accepted accounting principles and
practices in effect from time to time applied consistently throughout the
periods involved.

"GAGAS" means generally accepted government auditing standards.

"GENERAL RELEASE" means the general release and discharge from the
Sellers referred to in Section 5.08 in the form attached hereto as Exhibit
1.01(a).

"GOVERNMENTAL AUTHORITY" means any United States federal, state, local,
or similar government, governmental, regulatory or administrative authority,
agency or commission or any court, tribunal, or judicial or arbitral body, but
excluding any Educational Agency.

"GOVERNMENTAL ORDER" means any order, writ, judgment, injunction,
decree, stipulation, determination or award entered by or with any Governmental
Authority.

"HAZARDOUS MATERIALS" means (a) petroleum and petroleum products,
radioactive materials, asbestos-containing materials, mold, urea formaldehyde
foam insulation, transformers or other equipment that contain polychlorinated
biphenyls and radon gas; (b) any other chemicals, materials or substances
defined as or included in the definition of "hazardous substances," "hazardous
wastes," "hazardous materials," "extremely hazardous wastes," "restricted
hazardous wastes," "toxic substances," "toxic pollutants," "contaminants" or
"pollutants," or words of similar import, under any applicable Environmental
Law; and (c) any other chemical, material or substance which is regulated by, or
with respect to which liability may be imposed under, any Environmental Law.

v v

"HEA" means the Higher Education Act of 1965, 20 U.S.C. ss. 1001 ET
SEQ., as amended.

"INDEBTEDNESS" means, with respect to any Person, (a) all indebtedness
of such Person, whether or not contingent, for borrowed money; (b) all



obligations of such Person for the deferred purchase price of property or
services; (c) all indebtedness created or arising under any conditional sale or
other title retention agreement with respect to property acquired by such Person
(even though the rights and remedies of the seller or lender under such
agreement in the event of default are limited to repossession or sale of such
property); (d) all obligations of such Person as lessee under leases that have
been or should be, in accordance with GAAP, recorded as capital leases; (e) all
obligations, contingent or otherwise, of such Person under acceptance, Letter of
Credit or similar facilities; (f) all obligations of such Person to purchase,
redeem, retire, defease or otherwise acquire for value any capital stock of such
Person or any warrants, rights or options to acquire such capital stock, wvalued,
in the case of redeemable preferred stock, at the greater of its voluntary or
involuntary liquidation preference plus accrued and unpaid dividends; (g) all
Indebtedness of others referred to in clauses (a) through (f) above guaranteed
directly or indirectly

in any manner by such Person; and (h) all Indebtedness referred to in clauses
(a) through (f) above secured by (or for which the holder of such Indebtedness
has an existing right, contingent or otherwise, to be secured by) any
Encumbrance on property (including accounts and contract rights) owned by such
Person, even though such Person has not assumed or become liable for the payment
of such Indebtedness.

"INDEMNIFIED PARTY" means a Purchaser Indemnified Party or a Seller
Indemnified Party, as the case may be.

"INDEMNIFYING PARTY" means the Sellers pursuant to Section 8.02 and the
Purchaser pursuant to Section 8.03, as the case may be.

"INSTITUTION" means the post-secondary educational institution owned and
operated by the Company at the Metrocenter Corporate Park of West Palm Beach and
in the Australian Business Park in Mangonia Park under the trade names "New
England Tech", "NET", "Florida Culinary Institute" and "FCI", and all other
locations, branches, campuses, buildings, classrooms, learning sites and
facilities at which any portion of an educational program is offered or taught,
in whole or in part, by or in association with that post-secondary educational
institution or the Company, as set forth in Section 3.26(c) of the Disclosure
Schedule.

"INTELLECTUAL PROPERTY" means: (a) patents and patent applications; (b)
trademarks, service marks, domain names, trade dress, logos, trade names,
corporate names and slogans, together with the goodwill associated therewith;

(c) copyrights; (d) computer software, data, databases, data rights and Internet
websites; (e) confidential and proprietary information, including trade secrets
and know-how; (f) advertising and promotional rights and rights to privacy and
publicity; (g) registrations and applications for registration of the foregoing,
including reissues, divisions, continuations, continuations-in-part, extensions,
renewals and reexaminations thereof; (h) all common law rights thereto; and (i)
proprietary rights in curricula, course design and educational services.

"INVENTORY" means all inventory, goods and other personal property
maintained, held or stored by or for the Company at the Closing, and any prepaid
deposits for any of the same.

"IRS" means the Internal Revenue Service of the United States.

"KNOWLEDGE OF THE SELLERS" means the actual knowledge, after due
ingquiry, of (i) the Principal Seller, Scott Freund and Charles Halliday, (ii)
Elizabeth Lavton, but only to the extent of her knowledge by reason of her
duties as Financial Aid Director of the Institution, (iii) Robert Laquerre, but
only to the extent of his knowledge by reason of his duties as Dean of Technical
Education of the Institution and (iv) David Pantone, but only to the extent of
his knowledge by reason of his duties as Dean of Culinary Education of the
Institution.

"LAW" means any United States federal, state, local or similar statute,
law, ordinance, regulation, rule, code, order, or Accrediting Body standard.

"LEASED REAL PROPERTY" means the real property leased by the Company, as
tenant, together with, to the extent leased by the Company, all buildings and



other structures, plants, facilities or improvements currently or hereafter
located thereon, all fixtures, systems, equipment and items of personal property
of the Company attached or appurtenant thereto and all easements, licenses,
rights and appurtenances relating to the foregoing.

"LETTER OF CREDIT" means any instruments or documents issued by a bank
guaranteeing the payment of a customer's drafts up to a stated amount for a
specified period.

"LIABILITIES" means any and all debts, liabilities and obligations,
whether accrued or fixed, absolute or contingent, asserted or unasserted,
matured or unmatured or determined or determinable, including those arising
under any Law (including any Environmental Law or Educational Law), Action or
Governmental Order and those arising under any contract, agreement, arrangement,
commitment or undertaking.

"LICENSED INTELLECTUAL PROPERTY" means Intellectual Property licensed to
the Company or the Institution pursuant to the Company IP Agreements.

"MATERIAL ADVERSE EFFECT" means any circumstance, change in or effect on
the Business or the Company that, individually or in the aggregate with all
other circumstances, changes in or effects on the Business or the Company: (a)
is or is reasonably likely to be materially adverse to the business, operations,
assets, results of operations or the condition (financial or otherwise) of the
Business or the Company or (b) is reasonably likely to materially adversely
affect the ability of the Purchaser to operate or conduct the Business in the
manner in which it is currently operated or conducted by the Company.

"OWNED REAL PROPERTY" means the real property in which the Company has
fee title (or equivalent) interest, together with all buildings and other
structures, facilities or improvements currently or hereafter located thereon,
all fixtures, systems, equipment and items of personal property of the Company
attached or appurtenant thereto and all easements, licenses, rights and
appurtenances relating to the foregoing.

"PERMITTED ENCUMBRANCES" means such of the following as to which no
enforcement, collection, execution, levy or foreclosure proceeding shall have
been commenced and as to which the Company is not otherwise subject to civil or
criminal liability due to its existence: (a) liens for Taxes, assessments and
governmental charges or levies not yet due and payable for which adequate
reserves have been maintained in accordance with GAAP; (b) Encumbrances imposed
by Law, such as materialmen's, mechanics', carriers', workmen's and repairmen's
liens and other similar liens arising in the ordinary course of business
securing obligations that (i) are not overdue for a period of more than 30 days
and (ii) are not in excess of $5,000 in the case of a single property or $25,000
in the aggregate at any time; (c) pledges or deposits to secure obligations
under workers' compensation laws or similar legislation or to secure public or
statutory obligations; and (d) zoning laws and ordinances, minor survey
exceptions, reciprocal easement agreements and other customary encumbrances on
or defects in title to real or personal property that (i) were not incurred in
connection with any Indebtedness, (ii) do not render title to the property
encumbered thereby unmarketable and (iii) do not, individually or in the
aggregate, materially adversely affect the value of or the use of such property
for its current and anticipated purposes.

"PERSON" means any individual, partnership, firm, corporation, limited
liability company, association, trust, unincorporated organization or
other entity, as well as any syndicate or group that would be deemed to be a
person under Section 13(d) (3) of the Securities Exchange Act of 1934.

"POST-CLOSING PERIOD" means any taxable period (or portion of a taxable
period) beginning after the Closing Date.

"PRE-CLOSING PERIOD" means any taxable period (or portion of a taxable
period) ending on or prior to the Closing Date.

"PRINCIPAL SELLER" means Richard I. Gouse.

"PURCHASE PRICE BANK ACCOUNT" means a bank account in the United States
to be designated by the Principal Seller in a written notice to the Purchaser at



least one Business Day before the Closing.

"PURCHASER'S ACCOUNTANTS" means Deloitte & Touche LLP, independent
accountants of the Purchaser.

"REAL PROPERTY" means the Leased Real Property and the Owned Real
Property.

"RECEIVABLES" means any and all accounts receivable (including Student
Accounts Receivable), notes and other amounts receivable from third parties,
including customers and employees, arising from the conduct of the Business
before the Closing Date, whether or not in the ordinary course, together with
any unpaid financing charges accrued thereon.

"REGULATIONS" means the Treasury Regulations (including Temporary
Regulations) promulgated by the United States Department of Treasury with
respect to the Code or other federal tax statutes.

"RELEASE" means disposing, discharging, injecting, spilling, leaking,
leaching, dumping, emitting, escaping, emptying, seeping, placing and the like
into or upon any land or water or air or otherwise entering into the
Environment.

"REMEDIAL ACTION" means all action to (a) clean up, remove, treat or
handle in any other way Hazardous Materials in the Environment; (b) prevent the
Release of Hazardous Materials so that they do not migrate, endanger or threaten
to endanger public health or the Environment; or (c) perform remedial
investigations, feasibility studies, corrective actions, closures and
post-remedial or post-closure studies, investigations, operations, maintenance
and monitoring.

"SELLERS' ACCOUNTANTS" means DiSanto Priest & Co., independent
accountants of the Sellers.

"STATE EDUCATIONAL AGENCY" means any state educational licensing body
that provides a license or authorization for the Institution to provide
postsecondary education in that state, including but not limited to the Florida
Commission for Independent Education.

"STRADDLE PERIOD" means any taxable period beginning on or prior to and
ending after the Closing Date.

"STUDENT ACCOUNTS RECEIVABLE" means the Company's accounts receivable
for student tuition, fees and institutional charges (including U.S. DOE accounts
receivable) with respect to students currently attending the Institution as of
the Closing Date, as determined in accordance with GAAP applied on a basis
consistent with the past practices of the Company.

"TAX" or "TAXES" means any and all taxes and other fees, levies, duties,
tariffs, imposts and other charges that are in the nature of taxes (together
with any and all interest, penalties, additions to tax and additional amounts
imposed with respect thereto) imposed by any Governmental Authority or taxing
authority, including: taxes or other charges on or with respect to income,
franchises, windfall or other profits, gross receipts, property, sales, use,
capital stock, payroll, employment, social security, workers' compensation,
unemployment compensation, or net worth; taxes or other charges in the nature of
excise, withholding, ad valorem, stamp, transfer, value-added, or gains taxes.

"TAX RETURNS" means all returns, computations, reports and statements
required to be filed with any Governmental Authority with respect to Taxes.

"TITLE IV PROGRAMS" means the programs of federal student financial
assistance administered pursuant to Title IV of the HEA.

"TRANSITIONAL CONSENT AGREEMENT" means the Transitional Consent
Agreement to be executed by the Company and New England Institute of Technology
on the Closing Date, substantially in the form of Exhibit 1.01(b).

"U.S." and "UNITED STATES" means the United States of America.



"U.S.

"U.s.

issued and countersigned by the Secretary of U.S.

DOE" means the United States Department of Education.

DOE APPROVAL" means a provisional program participation agreement

DOE, or her designee, in

conjunction with an Eligibility and Certification Approval Report that is

complete and accurate in all material respects,

participation

"U.s.

DOE reasonably satisfactory to the Purchaser that (i)
pre-acquisition review application is considered materially complete,

in the Title IV Programs.

certifying an institution for

DOE PRE-CLOSING NOTICE" means written notification from the U.S.

states that the

(ii) does

not state that there is a material impediment that would prohibit approval by

the U.S.

locations or
programs, and

DOE of the change in ownership of the Institution,
restrict the Institution's ability to add new

new educational programs,
(iv)

(iii) does not

or to modify existing educational
does not require the Institution to issue a Letter of Credit

in an amount in excess of 25% of the Institution's participation level in the
Title IV Programs for its last completed fiscal year.

"WORK
current Liabi

ING CAPITAL"™ means the excess of the current Assets over the

lities of the Company,

as shown on the Closing Statement of Net

Current Assets or the Estimated Closing Statement of Net Current Assets, as the

case may be.
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SECTION 1.03.INTERPRETATION AND RULES OF CONSTRUCTION. In this
Agreement, except to the extent otherwise provided or indicated, or that the
context otherwise requires:

(a)when a reference is made in this Agreement to an Article,
Section, Exhibit or Schedule, such reference is to an Article or Section
of, or a Schedule or Exhibit to, this Agreement;

(b) the table of contents and headings for this Agreement are
for reference purposes only and do not affect in any way the meaning or
interpretation of this Agreement;

(c) whenever the words "include," "includes" or "including" are
used in this Agreement, they are deemed to be followed by the words
"without limitation";

(d) the words "hereof," "herein" and "hereunder" and words of
similar import, when used in this Agreement, refer to this Agreement as
a whole and not to any particular provision of this Agreement;

(e) all terms defined in this Agreement have the defined
meanings when used in any certificate or other document made or
delivered pursuant hereto, unless otherwise defined therein;

(f) the definitions contained in this Agreement are applicable
to the singular as well as the plural forms of such terms;

(g) any Law defined or referred to herein or in any agreement or
instrument that is referred to herein means such Law or statute as from
time to time amended, modified or supplemented, including by succession
of comparable successor Laws;

(h) references to a Person are also to its successors and
permitted assigns; and

(1) the use of "or" is not intended to be exclusive unless
expressly indicated otherwise.

ARTICLE IT



PURCHASE AND SALE

SECTION 2.01. PURCHASE AND SALE OF THE SHARES. Upon the terms and
subject to the conditions of this Agreement, at the Closing, the Sellers shall
sell, assign, transfer, convey and deliver, or cause to be sold, assigned,
transferred, conveyed and delivered, to the Purchaser, the Shares, and the
Purchaser shall purchase the Shares.

SECTION 2.02. PURCHASE PRICE. Subject to the adjustments set forth in
Section 2.06, the purchase price for the Shares and the covenants contained in
Section 5.12 shall be $35,264,000 (the "Purchase Price"). The Purchaser shall
deduct from the Purchase Price (including any amounts payable under Section
2.06) any amounts required to be withheld and deducted under the Code or other
applicable Tax Law. Any amounts so deducted shall be remitted by the Purchaser
to the appropriate Governmental Authority on a timely basis.

SECTION 2.03. CLOSING. Subject to the terms and conditions of this
Agreement, the sale and purchase of the Shares contemplated by this Agreement
shall take place at a closing (the "Closing") to be held at the offices of
Shearman & Sterling LLP, 599 Lexington Avenue, New York, New York at 10:00 A.M.,
New York time (a) on the first Business Day of the month following the
satisfaction or waiver of the conditions to the obligations of the parties set
forth in Article VII, or (b) at such other time or on such other date as the
Principal Seller and the Purchaser may mutually agree upon in writing (the date
on which the Closing takes place being the "Closing Date").

SECTION 2.04. CLOSING DELIVERIES BY THE SELLERS. At the Closing, the
Sellers shall deliver to the Purchaser:

(a) stock certificates evidencing the Shares duly endorsed in
blank, or accompanied by stock powers duly executed in blank, in form
satisfactory to the Purchaser and with all required stock transfer tax
stamps affixed;

(b) executed counterparts of each Ancillary Agreement to which
each Seller is a party;

(c) a receipt for the Purchase Price less the Escrow Amount;

(d) the resignations, effective as of the Closing, of all of the
directors and officers of the Company, except for such persons as shall
have been designated in writing prior to the Closing by the Purchaser to
the Principal Seller;

(e) a copy of (i) the Certificate of Incorporation, as amended,
of the Company, certified by the Secretary of State of the State of
Florida, as of a date not earlier than five Business Days prior to the
Closing and accompanied by a certificate of the Secretary or Assistant
Secretary of the Company, dated as of the Closing, stating that no
amendments have been made to such Certificate of Incorporation since
such date, and (ii) the By-laws of the Company, certified by the
Secretary or Assistant Secretary of the Company;

(f) a certificate of non-foreign status (in a form reasonably
acceptable to the Purchaser) pursuant to Section 1.1445-2(b) (2) of the

Regulations;

(g) a good standing certificate for the Company from the
Secretary of State of the State of Florida; and

(h) the General Release.

SECTION 2.05. CLOSING DELIVERIES BY THE PURCHASER. (A) At the Closing,
the Purchaser shall deliver to the Sellers:

(1) the Purchase Price less the Escrow Amount by wire transfer
in immediately available funds to the Purchase Price Bank Account;

(1i) executed counterparts of each Ancillary Agreement to which



the Purchaser is a party;

(iii) a true and complete copy of the written consent of the
board of directors of the Purchaser evidencing its authorization of the
execution and delivery by the Purchaser of this Agreement and the
Ancillary Agreements to which the Purchaser is a party and the
consummation of the transactions contemplated hereby and thereby; and

(iv) a certificate of the Secretary or an Assistant Secretary of
the Purchaser certifying the names and signatures of the officers of the
Purchaser authorized to sign this Agreement and the Ancillary Agreements
and other documents to be delivered hereunder and thereunder.

(b) At the Closing, the Purchaser shall deliver or cause to be delivered
to the Escrow Agent, in accordance with the Escrow Agreement, the Escrow Amount
by wire transfer in immediately available funds to the Escrow Account.

SECTION 2.06. ADJUSTMENT OF PURCHASE PRICE. The Purchase Price shall be
subject to adjustment on and after the Closing Date as specified in this Section
2.06:

(a) ESTIMATED CLOSING STATEMENT OF NET CURRENT ASSETS. At least 10
Business Days prior to the Closing, the Principal Seller shall deliver to the
Purchaser the Estimated Closing Statement of Net Current Assets. The Sellers
shall prepare the Estimated Closing Statement of Net Current Assets in
accordance with GAAP and GAGAS on a basis consistent with the preparation of the
balance sheet of the Company for the fiscal year ended as of December 31, 2005,
and the Estimated Closing Statement of Net Current Assets shall set forth the
Sellers' good faith estimate of the Working Capital as of the Closing Date. The
Sellers shall make available to the Purchaser the work papers used in preparing
the Estimated Closing Statement of Net Current Assets.

(b) CLOSING STATEMENT OF NET CURRENT ASSETS. As promptly as practicable,
but in any event within 30 Business Days following the Closing, the Purchaser
shall deliver to the Principal Seller the Closing Statement of Net Current
Assets, together with the report thereon of the Purchaser's Accountants, stating
that the Closing Statement of Net Current Assets fairly presents the financial
position of the Company at the Closing in accordance
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with GAAP and GAGAS. The Purchaser shall make available to the Sellers the work
papers used in preparing the Closing Statement of Net Current Assets.

(c) DISPUTES. (i) The Sellers may dispute any amounts reflected on the
Closing Statement of Net Current Assets, but only on the basis that the amounts
reflected on the Closing Statement of Net Current Assets were not arrived at in
accordance with this Agreement or with GAAP and GAGAS or were arrived at based
on mathematical or clerical error; PROVIDED, HOWEVER, that the Principal Seller
shall have notified the Purchaser and the Purchaser's Accountants in writing of
each disputed item, specifying the estimated amount thereof in dispute and
setting forth, in reasonable detail, the basis for such dispute, within 20
Business Days of the Purchaser's delivery of the Closing Statement of Net
Current Assets to the Principal Seller. In the event of such a dispute, the
Principal Seller, on behalf of himself and the other Sellers, and the Purchaser
shall attempt to reconcile their differences, and any resolution agreed by them
as to any disputed amounts shall be final, conclusive and binding on the parties
hereto.

(ii) If the Principal Seller and the Purchaser are unable to
reach a resolution with such effect within 20 Business Days after the
receipt by the Purchaser and the Purchaser's Accountants of the
Principal Seller's written notice of dispute, the Sellers and the
Purchaser shall submit the items remaining in dispute for resolution to
an independent accounting firm of national reputation mutually
acceptable to the Principal Seller and the Purchaser (such accounting
firm being referred to herein as the "INDEPENDENT ACCOUNTING FIRM"),
which shall, within 20 Business Days after such submission, determine
and report to the Principal Seller and the Purchaser upon such remaining
disputed items, and such report shall be final, conclusive and binding
on the Sellers and the Purchaser. The fees and disbursements of the
Independent Accounting Firm shall be allocated between the Sellers, on



the one hand, and the Purchaser, on the other hand, in the same
proportion that the aggregate amount of such remaining disputed items so
submitted to the Independent Accounting Firm that is unsuccessfully
disputed by each such party (as finally determined by the Independent
Accounting Firm) bears to the total amount of such remaining disputed
items so submitted.

(iii) In acting under this Section 2.06, the Sellers'
Accountants, the Purchaser's Accountants and the Independent Accounting
Firm shall be entitled to the privileges and immunities of arbitrators.

(d) PURCHASE PRICE ADJUSTMENT. (i) The Closing Statement of Net Current
Assets shall be deemed final for the purposes of this Section 2.06 upon the
earliest of (A) the failure of the Principal Seller to notify the Purchaser of a
dispute within 20 Business Days of the Purchaser's delivery of the Closing
Statement of Net Current Assets to the Principal Seller, (B) the resolution of
all disputes, pursuant to Section 2.06(c) (i), by the Principal Seller and the
Purchaser, and (C) the resolution of all disputes, pursuant to Section
2.06(c) (ii), by the Independent Accounting Firm.

(1ii) Within three Business Days of the Closing Statement of Net Current
Assets being deemed final, a Purchase Price adjustment shall be made as follows:
In the event that the Working Capital reflected on the Closing Statement of Net
Current Assets is less than $0.01, then the Purchase Price shall be adjusted
downward in an amount equal to such deficiency (such amount, the "PURCHASE PRICE
DECREASE"). In the event that the Working Capital reflected on the Closing
Statement of Net Current Assets exceeds $0.01, then the Purchase Price shall be
adjusted upward in an amount equal to such excess (such amount, the "PURCHASE
PRICE INCREASE").

(iii) In case of a Purchase Price Increase, within five Business Days of
the Closing Statement of Net Current Assets being deemed final, the Purchaser
shall pay such Purchase Price Increase to the Principal Seller, for distribution
to the Sellers, by wire transfer of immediately available funds to the Purchase
Price Bank Account. In case of a Purchase Price Decrease, within five Business
Days after the Closing Statement of Net Current Assets being deemed final, the
Principal Seller shall cause such Purchase Price Decrease to be paid to the
Purchaser, or such party as the Purchaser may designate, by wire transfer of
immediately available funds to the account or accounts specified by the
Purchaser (or such party) to the Principal Seller.

SECTION 2.07. ESCROW. Prior to the Closing, the Sellers and the
Purchaser shall enter into an Escrow Agreement with the Escrow Agent
substantially in the form of Exhibit 2.07 (the "Escrow Agreement"). In
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accordance with the terms of the Escrow Agreement, the Purchaser shall deposit
the Escrow Amount to be managed and paid out by the Escrow Agent in accordance
with the terms of the Escrow Agreement.

ARTICLE ITII

REPRESENTATIONS AND WARRANTIES
OF THE SELLERS

As an inducement to the Purchaser to enter into this Agreement, except
as set forth in the Disclosure Schedule (each section of which qualifies the
correspondingly numbered representation and warranty or covenant herein;
PROVIDED, that disclosure of any fact or item in any section of the Disclosure
Schedule shall, should the existence of such fact or item be relevant to any
other section, be deemed to be disclosed with respect to that other section, so
long as the relevance of such disclosure to such other section is reasonably
apparent), the Sellers hereby represent and warrant, on a joint and several
basis (except with respect to Section 3.01(b), pursuant to which each Seller
represents and warrants each statement therein only to the extent directly
applicable to such Seller), to the Purchaser as follows:

SECTION 3.01. ORGANIZATION, AUTHORITY AND QUALIFICATION. (A) The Company
is a corporation duly organized, validly existing and in good standing under the
laws of the jurisdiction of its incorporation and has all necessary power and
authority to own, operate or lease the properties and assets now owned, operated
or leased by it and to carry on the Business as it has been and is currently



conducted. The Company is duly licensed or qualified to do business and is in
good standing in each jurisdiction in which the properties owned or leased by it
or the operation of its business makes such licensing or qualification necessary
or desirable, except to the extent that the failure to be so licensed or
qualified and in good standing would not (i) adversely affect the ability of the
Sellers to carry out their obligations under, and to consummate the transactions
contemplated by, this Agreement and the Ancillary Agreements or (ii) adversely
affect the ability of the Company to conduct the Business, and all such
jurisdictions are set forth in Section 3.01 of the Disclosure Schedule. All
corporate actions taken by the Company have been duly authorized, and the
Company has not taken any action that in any respect conflicts with, constitutes
a default under, or results in a violation of, any provision of its Certificate
of Incorporation or By-laws. True and correct copies of the Certificate of
Incorporation and By-laws of the Company, each as in effect on the date hereof,
have been delivered by the Sellers to the Purchaser.

(b) Each Seller is an individual and has all requisite right, power and
authority and full legal capacity to execute and deliver this Agreement and the
Ancillary Agreements to which such Seller is a party, to perform such Seller's
obligations hereunder and thereunder, and to consummate the transactions
contemplated hereby and thereby. This Agreement has been, and upon their
execution the Ancillary Agreements to which each Seller is a party will be, duly
and validly executed and delivered by such Seller, and (assuming due
authorization, execution and delivery by the Purchaser) this Agreement
constitutes, and upon their execution such Ancillary Agreements shall
constitute, legal, valid and binding obligations of such Seller, enforceable
against such Seller in accordance with their respective terms. The failure of
the spouse (if any) of each Seller to be a party or signatory to this Agreement
or any of the Ancillary Agreements to which such Seller is a party shall not (i)
prevent such Seller from performing his or her obligations and from consummating
the transactions contemplated hereunder and thereunder or (ii) prevent this
Agreement or such Ancillary Agreements from constituting the legal, wvalid and
binding obligations of such Seller, enforceable against such Seller in
accordance with its terms.

SECTION 3.02. NO SUBSIDIARIES. There are no corporations, partnerships,
joint ventures, associations or other entities in which the Company owns, of
record or beneficially, any direct or indirect equity or other interest or any
right (contingent or otherwise) to acquire the same. The Company is not a member
of (nor is any part of the Business conducted through) any partnership, nor is
the Company a participant in any joint venture or similar arrangement.

SECTION 3.03. CAPITALIZATION. (A) The authorized capital stock of the
Company consists of 10,000 shares of Common Stock. As of the date hereof, 10,000
shares of Common Stock are issued and outstanding, all of which are wvalidly
issued, fully paid and nonassessable. None of the issued and outstanding shares
of Common Stock was issued in violation of any preemptive rights. There are no
options, warrants, convertible securities or other rights, agreements,
arrangements or commitments of any character relating to the Shares or
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obligating any Seller or the Company to issue or sell any Shares, or any other
interest in, the Company. There are no outstanding contractual obligations of
the Company to repurchase, redeem or otherwise acquire any shares of Common
Stock or to provide funds to, or make any investment (in the form of a loan,
capital contribution or otherwise) in, any other Person. The Shares constitute
all of the issued and outstanding capital stock of the Company and are owned of
record and beneficially by the Sellers, free and clear of all Encumbrances. Upon
consummation of the transactions contemplated by this Agreement and registration
of the Shares in the name of the Purchaser in the stock records of the Company,
the Purchaser, assuming it shall have purchased the Shares for value in good
faith and without notice of any adverse claim, will own all the issued and
outstanding capital stock of the Company free and clear of all Encumbrances.
Upon consummation of the transactions contemplated by this Agreement, the Shares
will be fully paid and nonassessable. There are no voting trusts, stockholder
agreements, proxies or other agreements or understandings in effect with respect
to the voting or transfer of any of the Shares.

(b) The stock register of the Company accurately records: (i) the name
and address of each Person owning Shares and (ii) the certificate number of each
certificate evidencing shares of capital stock issued by the Company, the number
of shares evidenced by each such certificate, the date of issuance thereof and,



in the case of cancellation, the date of cancellation.

SECTION 3.04. CORPORATE BOOKS AND RECORDS. The minute books of the
Company contain accurate records of all meetings and accurately reflect all
other actions taken by the stockholders, Board of Directors and all committees
of the Board of Directors of the Company. Complete and accurate copies of all
such minute books and of the stock register of the Company have been provided by
the Sellers to the Purchaser.

SECTION 3.05. NO CONFLICT. Assuming that all consents, approvals,
authorizations filings, notifications and other actions described in Section
3.06 of the Disclosure Schedule have been obtained or made, the execution,
delivery and performance by each Seller of this Agreement and the Ancillary
Agreements to which such Seller is a party do not and will not (a) violate,
conflict with or result in the breach of any provision of the Certificate of
Incorporation or By-Laws (or similar organizational documents) of the Company,
(b) conflict with or violate (or cause an event which may reasonably be expected
to have a Material Adverse Effect as a result of) any Law or Governmental Order
applicable to such Seller, the Company, or any of their respective assets,
properties or businesses, or (c) conflict with, result in any breach of,
constitute a default (or event which with the giving of notice or lapse of time,
or both, would become a default) under, require any consent under, or give to
others any rights of termination, amendment, acceleration, suspension,
revocation or cancellation of, or result in the creation of any Encumbrance on
any of the Shares or any of the Assets pursuant to, any note, bond, mortgage or
indenture, contract, agreement, lease, sublease, license, permit, franchise or
other instrument or arrangement to which the Company is a party or by which any
of the Shares or any of the Assets is bound or affected.

SECTION 3.06. REQUIRED CONSENTS. Except for the consents, approvals and
notifications that must be obtained or given prior to or after the Closing as
set forth on Section 3.06 of the Disclosure Schedule (the "Required Consents"),
the execution, delivery and performance by each Seller of this Agreement and
each Ancillary Agreement to which such Seller is a party, as applicable, do not
and will not require any consent, approval, authorization or other order of,
action by, filing with or notification to, any Governmental Authority or
Educational Agency. To the Knowledge of the Sellers, there is no reason why all
the consents, approvals and authorizations necessary for the consummation of the
transactions contemplated by this Agreement will not be received.

SECTION 3.07. FINANCIAL INFORMATION; BOOKS AND RECORDS. (A) True and
complete copies of (i) the audited balance sheet of the Company for each of the
three fiscal years ended as of December 31, 2003, December 31, 2004 and December
31, 2005, previously filed with U.S. DOE on behalf of the Company or the
Institution, and the related audited statements of income, retained earnings,
stockholders' equity and changes in financial position of the Company, together
with all related notes and schedules thereto, accompanied by the reports thereon
of the Sellers' Accountants (collectively referred to as the "Financial
Statements"), and (ii) the unaudited balance sheet of the Company as of February
28, 2006 and the related statements of income, retained earnings, stockholders'
equity and changes in financial position of the Business, together with all
related notes and schedules thereto (collectively referred to herein as the
"Interim Financial Statements") have been delivered by the Sellers to the
Purchaser. The Financial Statements and the Interim Financial Statements (A)
were prepared in accordance with the books of account and other financial
records of the Company, (B) present fairly in all material respects the
financial condition and results of operations of the Company as of the dates
thereof or for the periods covered
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thereby, (C) have been prepared in accordance with GAAP and GAGAS applied on a
basis consistent with the past practices of the Company, and (D) include all
adjustments (consisting only of normal recurring accruals) that are necessary
for a fair presentation of the financial condition of the Company and the
results of the operations of the Company as of the dates thereof or for the
periods covered thereby.

(b) The books of account and other financial records of the Company: (i)
reflect all items of income and expense and all assets and Liabilities required
to be reflected therein in accordance with GAAP and GAGAS, (ii) are in all
material respects complete and correct, and do not contain or reflect any



material inaccuracies or discrepancies and (iii) have been maintained in
accordance with good business and accounting practices.

(c) The Company has established and maintains a system of internal
accounting controls ("INTERNAL CONTROLS") sufficient to comply with all legal
and accounting requirements applicable to the Company and the Institution and to
provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in conformity with GAAP and GAGAS.
There are no significant deficiencies or material weaknesses in the design or
operation of such Internal Controls, and the Company has not been advised by any
independent auditor or other third party that any such significant deficiency or
material weakness in such Internal Controls exists or existed.

(d) None of the Sellers, the Company or any of its directors, officers,
employees, auditors, accountants or representatives has received or otherwise
had or obtained knowledge of any complaint, allegation, assertion or claim,
whether written or oral, regarding the accounting or auditing practices,
procedures, methodologies or methods of the Company or its Internal Controls,
including any complaint, allegation, assertion or claim that the Company has
engaged in questionable financial reporting, accounting or auditing practices.
There has not been any fraud, whether or not material, that involves management
or other employees who have a significant role in the Internal Controls or any
allegations or investigations of any such fraud.

SECTION 3.08. ABSENCE OF UNDISCLOSED LIABILITIES. There are no
Liabilities of the Company, other than Liabilities (a) reflected or reserved
against in the Financial Statements, (b) set forth in Section 3.08 of the
Disclosure Schedule, or (c) incurred since December 31, 2005 in the ordinary
course of business, consistent with past practice, of the Company and which do
not and could not reasonably be expected to have a Material Adverse Effect.
Reserves are reflected in the Financial Statements against all Liabilities of
the Company in amounts that have been established on a basis consistent with the
past practices of the Company and in accordance with GAAP.

SECTION 3.09. RECEIVABLES. Set forth in Section 3.09 of the Disclosure
Schedule is an aged list of the Receivables as of February 28, 2006. All
Receivables reflected in the Financial Statements or arising from December 31,
2005 until the Closing have or will have arisen in the ordinary course of
business from bona fide transactions and constitute or will constitute only
valid, undisputed claims of the Company or the Institution, and no valid claims
of setoff or other defenses or counterclaims have been formally asserted with
respect thereto, other than normal cash discounts accrued in the ordinary course
of business consistent with the past practices of the Company.

SECTION 3.10. CONDUCT IN THE ORDINARY COURSE; ABSENCE OF CERTAIN
CHANGES, EVENTS AND CONDITIONS. Since December 31, 2005, the Business has been
conducted in the ordinary course consistent with past practice. As amplification
and not limitation of the foregoing, since such date, neither the Company nor
the Institution has:

(a) permitted or allowed any of the Assets to be subjected to
any Encumbrance, other than Permitted Encumbrances and Encumbrances that
will be released at or prior to the Closing;

(b) except in the ordinary course of business consistent with
past practice, discharged or otherwise obtained the release of any
Encumbrance related to the Company or paid or otherwise discharged any
Liability related to the Company, other than current liabilities
reflected on the Reference Statement of Net Current Assets and current
liabilities incurred in the ordinary course of business consistent with
past practice since December 31, 2005;
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(c) written down or written up (or failed to write down or write
up in accordance with GAAP consistent with past practice) the value of
any Inventories or Receivables or revalued any of the Assets other than
in the ordinary course of business consistent with past practice and in
accordance with GAAP;

(d) made any change in any method of accounting or accounting
practice or policy used by the Company, other than such changes required



by GAAP and set forth in Section 3.10 of the Disclosure Schedule;

(e) amended, terminated, cancelled or compromised any material
claims of the Company or waived any other rights of substantial value to
the Company;

(f) sold, transferred, leased, subleased, licensed or otherwise
disposed of any properties or assets, real, personal or mixed (including
leasehold interests and intangible property), other than the sale of
Inventories in the ordinary course of business consistent with past
practice;

(g) issued or sold any capital stock, notes, bonds or other
securities, or any option, warrant or other right to acquire the same,
of the Company;

(h) redeemed any of the capital stock or declared, made or paid
any dividends or distributions (whether in cash, securities or other
property) to the holders of capital stock of the Company or otherwise;

(1) merged with, entered into a consolidation with or acquired
an interest of 5% or more in any Person or acquired a substantial
portion of the assets or business of any Person or any division or line
of business thereof, or otherwise acquired any material assets other
than in the ordinary course of business consistent with past practice;

(j) made any capital expenditure or commitment for any capital
expenditure in excess of $60,000 individually or $150,000 in the
aggregate;

(k) issued any sales orders or otherwise agreed to make any
purchases involving exchanges in value in excess of $35,000
individually;

(1) made any material change in the customary methods of
operations of the Company, including practices and policies relating to
purchasing, Inventories and marketing;

(m) made, revoked or changed any Tax election or method of Tax
accounting or settled or compromised any liability with respect to Taxes
of the Company;

(n) incurred any Indebtedness in excess of $25,000 individually
or $100,000 in the aggregate;

(o) made any loan to, guaranteed any Indebtedness of, or
otherwise incurred any Indebtedness on behalf of, any Person;

(p) failed to pay any creditor any material amount owed to such
creditor when due;

(a) (i) granted any increase, or announced any increase, in the
wages, salaries, compensation, bonuses, incentives, pension or other
benefits payable by the Company to any of its employees, including any
increase or change pursuant to any Plan or (ii) established or increased
or promised to increase any benefits under any Plan, in either case
except as required by Law and involving ordinary increases consistent
with the past practices of the Company;

(r) entered into any agreement, arrangement or transaction with
any of its directors, officers, employees or stockholders (or with any
relative, beneficiary, spouse or Affiliate of such Persons);
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(s) terminated, discontinued, closed or disposed of any facility
or other business operation, or laid off any employees (other than
layoffs of less than 50 employees in any six-month period in the
ordinary course of business consistent with past practice) or
implemented any early retirement, separation or program providing early
retirement window benefits within the meaning of Section 1.401(a)-4 of



the Regulations or announced or planned any such action or program for
the future;

(t) disclosed any secret or confidential Intellectual Property
(except by way of issuance of a patent) or permitted to lapse or become
abandoned any Intellectual Property (or any registration or grant
thereof or any application relating thereto) to which, or under which,
the Company has any right, title, interest or license;

(u) (i) allowed any Permit or Environmental Permit that was
issued to or relates to the Company or otherwise relates to the Business
to lapse or terminate or (ii) failed to renew any insurance policy,
Permit or Environmental Permit that is scheduled to terminate or expire
within 45 calendar days of the Closing;

(v) failed to maintain the Company's property and equipment in
good repair and operating condition, ordinary wear and tear excepted;

(w) suffered any casualty loss or damage with respect to any of
the Assets which in the aggregate have a replacement cost of more than
$50,000, whether or not such loss or damage shall have been covered by
insurance;

(x) amended, modified or consented to the termination of any
Material Contract or the Company's rights thereunder;

(y) amended or restated the Certificate of Incorporation or
By-Laws (or other organizational documents) of the Company;

(z) made any charitable contribution;

(aa) (1) abandoned, sold, assigned, or granted any security
interest in or to any Company Intellectual Property, Licensed
Intellectual Property or Company IP Agreements, including failing (A) to
perform or cause to be performed all applicable filings, recordings and
other acts or (B) to pay or cause to be paid all required fees and taxes
to maintain and protect its interest in such Intellectual Property, (ii)
granted to any third party any license with respect to any Company
Intellectual Property or Licensed Intellectual Property, other than
licenses of Company Software to the customers of the Company or
Subsidiaries in the ordinary course of its business, (iii) developed,
created or invented any Intellectual Property jointly with any third
party (other than such joint development, creation or invention with a
third party that is in progress prior to the Reference Statement Date),
or (iv) disclosed, or allowed to be disclosed, any confidential
Intellectual Property, unless such Intellectual Property is subject to a
confidentiality or non-disclosure covenant protecting against further
disclosure thereof;

(bb) suffered any Material Adverse Effect; or

(cc) agreed, whether in writing or otherwise, to take any of the
actions specified in this Section 3.10 or granted any options to
purchase, rights of first refusal, rights of first offer or any other
similar rights or commitments with respect to any of the actions
specified in this Section 3.10, except as expressly contemplated by this
Agreement and the Ancillary Agreements.

SECTION 3.11. LITIGATION. There are no Actions, Claims or Educational
Claims by or against the Company or the Institution (or by or against any Seller
or any Affiliate thereof and relating to the Business, the Company or the
Institution) or affecting any of the Assets or the Business pending before any
Governmental Authority or Educational Agency (nor, to the Knowledge of the
Sellers, threatened to be brought by or before any Governmental Authority or
Educational Agency). None of the Sellers, the Company, the Institution or any of
their
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respective assets or properties, including the Assets, is subject to any
Governmental Order (nor, to the Knowledge of the Sellers, are any Governmental
Orders threatened to be imposed) that has or has had a Material Adverse Effect



or could affect the legality, validity or enforceability of this Agreement, any
Ancillary Agreement or the consummation of the transactions contemplated hereby
or thereby.

SECTION 3.12. COMPLIANCE WITH LAWS. (A) Except as would not (i)
adversely affect the ability of the Sellers to carry out their obligations
under, and to consummate the transactions contemplated by, this Agreement and
the Ancillary Agreements to which any Seller is a party or (ii) otherwise have a
Material Adverse Effect, each of the Company and the Institution has conducted
and continues to conduct the Business in accordance with all Laws and
Governmental Orders applicable to the Company, the Institution or the Assets,
and neither the Company nor the Institution is in violation of any such Law or
Governmental Order. Neither the Company nor the Institution has, in the last
three years, received any written communication from any Governmental Authority
alleging that the Company or the Institution is not in compliance in any
material respect with any Law or Governmental Order that has not been resolved.

(b) Section 3.12(b) of the Disclosure Schedule sets forth a brief
description of each Governmental Order applicable to the Company, the
Institution or the Assets, and no such Governmental Order has or has had a
Material Adverse Effect or could affect the legality, validity or enforceability
of this Agreement, any Ancillary Agreement or the consummation of the
transactions contemplated hereby or thereby.

SECTION 3.13. ENVIRONMENTAL AND OTHER PERMITS AND LICENSES; RELATED
MATTERS. (A) The Company is in compliance in all material respects with, and for
the past three years has been in compliance in all material respects with, all
applicable Environmental Laws and all Environmental Permits. All past
noncompliance with Environmental Laws or Environmental Permits has been resolved
without any pending, ongoing or future obligation, cost or liability, and there
is no requirement proposed for adoption or implementation under any
Environmental Law or Environmental Permit that would reasonably be expected to
have a Material Adverse Effect.

(b) There are no underground or aboveground storage tanks or any surface
impoundments, septic tanks, pits, sumps or lagoons in which Hazardous Materials
are being or have been treated, stored or disposed of on any of the Owned Real
Property or, during the period of the Company's ownership, use or occupancy
thereof, on any property formerly owned, used or occupied by the Company. There
are no underground or aboveground storage tanks or any surface impoundments,
septic tanks, pits, sumps or lagoons in which Hazardous Materials are being or
have been treated, stored, or disposed by, or on behalf of, the Company on any
of the Leased Real Property or, during the period of the Company's lease
thereof, on any property formerly leased by the Company.

(c) There has been no Release of any Hazardous Material on any of the
Owned Real Property or, during the period of the Company's ownership, use or
occupancy thereof, on any property formerly owned, used or occupied by the
Company. There has been no Release of any Hazardous Materials by, or on behalf
of, the Company on any of the Leased Real Property or, during the period of the
Company's lease thereof, on any property formerly leased by the Company.

(d) The Company is not conducting, and has not undertaken or completed,
any Remedial Action relating to any Release or threatened Release of any
Hazardous Material at the Real Property or at any other site, location or
operation, either voluntarily or pursuant to the order of any Governmental
Authority or the requirements of any Environmental Law or Environmental Permit.

(e) There is no asbestos or asbestos-containing material on any of the
Real Property.

(f) None of the Real Property is listed or proposed for listing, or
adjoins any other property that is listed or proposed for listing, on the
National Priorities List or CERCLIS or on any analogous federal, state or local
list.

(g) There are no Environmental Claims pending or, to the Knowledge of
the Sellers, threatened, against the Company or the Real Property, and, to the
Knowledge of the Sellers, there are no circumstances that can reasonably be
expected to form the basis of any such Environmental Claim, including with
respect to any off-site disposal location currently or formerly used by the
Company or any of its predecessors or with respect to previously owned or
operated facilities.
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(h) There are no wetlands or any areas subject to any legal requirement
or restriction in any way related to wetlands (including requirements or
restrictions related to buffer or transition areas or open waters) at or
affecting the Real Property.

(1) The Sellers have provided the Purchaser with copies of (i) any
environmental assessment or audit reports or other similar studies or analyses
relating to the Business, the Real Property or the Company, and (ii) all
insurance policies issued at any time that may provide coverage to the Company
or the Business for environmental matters.

(3) Neither the execution of this Agreement or the Ancillary Agreements
nor the consummation of the transactions contemplated hereby or thereby will
require any Remedial Action or notice to or consent of Governmental Authorities
or third parties pursuant to any applicable Environmental Law or Environmental
Permit.

SECTION 3.14. MATERIAL CONTRACTS. (A) Sections 3.14(a) (1) through (viii)
of the Disclosure Schedule lists each of the following types of contracts and
agreements (including oral agreements) of the Company and the Institution (such
contracts and agreements, together with all contracts, agreements, leases and
subleases concerning the use, occupancy, management or operation of any Real
Property (including all contracts, agreements, leases and subleases relating to
Intellectual Property and all contracts, agreements, leases and subleases
relating to Tangible Personal Property), being "Material Contracts"):

(1) each contract or agreement, or related series of agreements,
that cannot be cancelled by the Company or the Institution on 30 days'
notice or less without penalty or further payment and under the terms of
which the Company or the Institution: (A) is likely to pay or otherwise
give consideration of more than $50,000 in the aggregate during the
calendar year ended December 31, 2006; or (B) is likely to be entitled
to receive consideration of more than $50,000 in the aggregate during
the calendar year ended December 31, 2006;

(i) all advertising agency, sales promotion, market research,
marketing, consulting and advertising contracts and agreements to which
the Company or the Institution is a party and involving the payment of
consideration of more than $50,000 in the aggregate;

(ii) all management contracts and contracts with independent
contractors or consultants (or similar arrangements) to which the
Company or the Institution is a party and that are not cancelable
without penalty or further payment and without more than 30 days'
notice;

(iii) all contracts and agreements relating to Indebtedness of
the Company or the Institution;

(iv) all contracts and agreements that limit or purport to limit
the ability of the Company or the Institution to compete in any line of
business or with any Person or in any geographic area or during any
period of time;

(v) all contracts and agreements between the Company, on the one
hand, and any Seller or any Affiliate of the Seller (other than the
Company), on the other hand;

(vi) all contracts and agreements between the Company or the
Institution and any of the Company's officers, employees or
stockholder(s) (or any relative, beneficiary, spouse or Affiliate
thereof), other than any oral contracts of employment terminable on no
more than 30 days' notice without penalty or further payment obligation;

(vii) all material contracts, agreements and leases relating to

the use, occupancy, management or operation of the Leased Real Property;
and
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(viii) all other contracts and agreements, whether or not made
in the ordinary course of business, that are material to the Company,
the Institution or the conduct of the Business, or the absence of which
would have a Material Adverse Effect.

For purposes of this Agreement, the term "LEASE" shall include any and all
leases, subleases, sale/leaseback agreements or similar arrangements.

(b) Each Material Contract: (i) is valid and binding on the Company and,
to the Knowledge of the Sellers, the other party or parties thereto and is in
full force and effect, (ii) is freely and fully assignable to the Purchaser
without penalty or other adverse consequences and (iii) upon consummation of the
transactions contemplated by this Agreement and the Ancillary Agreements shall
continue in full force and effect without penalty or other adverse consequence.
Neither the Company nor the Institution is in breach of, or default under (in
each case, in any material respects), any Material Contract.

(c) No other party to any Material Contract is in breach thereof or
default thereunder, and none of the Sellers, the Company or the Institution has
received any notice of termination, cancellation, breach or default under any
Material Contract.

(d) The Sellers have made available to the Purchaser true and complete
copies of all written Material Contracts and has provided to the Purchaser a
summary of all oral Material Contracts.

(e) There is no contract, agreement or other arrangement granting any
Person any preferential right to purchase any of the Assets (other than in the
ordinary course of business consistent with past practice) or any of the Shares.

SECTION 3.15. INTELLECTUAL PROPERTY. (A) Section 3.15(a) of the
Disclosure Schedule sets forth a true and complete list of (i) all patents and
patent applications, registered trademarks and trademark applications,
registered copyrights and copyright applications and domain names included in
the Company Intellectual Property, (ii) all Company IP Agreements, other than
commercially available off-the-shelf computer software licensed pursuant to
shrink-wrap or click-wrap licenses that is not material to the Business, and
(iii) other Company Intellectual Property material to the Business.

(b) The Company is the exclusive owner of the entire right, title and
interest in and to the Company Intellectual Property, and has a valid license to
use the Licensed Intellectual Property in connection with the Business. The
Company 1s entitled to use all Company Intellectual Property and Licensed
Intellectual Property in the continued operation of the Business without
limitation, subject only to the terms of the Company IP Agreements. The Company
Intellectual Property and the Licensed Intellectual Property have not been
adjudged invalid or unenforceable in whole or in part, and are valid and
enforceable.

(c) The conduct of the Business as currently conducted does not infringe
or misappropriate the Intellectual Property of any third party, and no Action
alleging any of the foregoing is pending, and no Claim has been threatened or
asserted against any Seller, the Company or any Subsidiary alleging any of the
foregoing. No Person is engaging in any activity that infringes the Company
Intellectual Property.

(d) No Company Intellectual Property is subject to any outstanding
decree, order, injunction, judgment or ruling restricting the use of such
Company Intellectual Property or that would impair the validity or
enforceability of such Company Intellectual Property.

SECTION 3.16. REAL PROPERTY. (A) Section 3.16(a) of the Disclosure
Schedule lists: (1) the street address of each parcel of Owned Real Property,
(ii) the current owner of each parcel of Owned Real Property, and (iii) the
current use of each parcel of Owned Real Property.

(b) Section 3.16(b) of the Disclosure Schedule lists: (i) the street
address of each parcel of Leased Real Property, (ii) the identity of the lessor,
lessee and current occupant (if different from lessee) of each such parcel of
Leased Real Property, (iii) the terms (referencing applicable renewal periods)
and rental payment
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amounts (including all escalations) pertaining to each such parcel of Leased
Real Property and (iv) the current use of each such parcel of Leased Real
Property.

(c) There is no material violation of any Law (including any building,
planning or zoning law) relating to any of the Real Property. The Sellers have
made available to the Purchaser true, legible and complete copies of each deed
for each parcel of Owned Real Property and, to the extent available, for each
parcel of Leased Real Property and all the title insurance policies, title
reports, surveys, certificates of occupancy, environmental reports and audits,
appraisals, permits, other Encumbrances, title documents and other documents
relating to or otherwise affecting the Real Property, the operations of the
Company and the Institution thereon or any other uses thereof. The Company is in
peaceful and undisturbed possession of each parcel of Real Property, and there
are no contractual or legal restrictions that preclude or restrict the ability
to use the Real Property for the purposes for which it is currently being used.
All existing water, sewer, steam, gas, electricity, telephone, cable, fiber
optic cable, Internet access and other utilities required for the construction,
use, occupancy, operation and maintenance of the Real Property are adequate for
the conduct of the Business as it has been and currently is conducted. There are
no material latent defects or material adverse physical conditions affecting the
Real Property or any of the facilities, buildings, structures, erections,
improvements, fixtures, fixed assets and personalty of a permanent nature
annexed, affixed or attached to, located on or forming part of the Real
Property. The Company has not leased any parcel or any portion of any parcel of
Real Property to any other Person, and no other Person has any rights to the
use, occupancy or enjoyment thereof pursuant to any lease, license, occupancy or
other agreement, nor has the Company assigned its interest under any lease
listed in Section 3.16(b) of the Disclosure Schedule to any third party.

(d) Section 3.16(d) of the Disclosure Schedule sets forth a true and
complete list of all leases relating to the Real Property and any and all
ancillary documents (the "ANCILLARY LEASE DOCUMENTS") pertaining thereto
(including all amendments, modifications, supplements, exhibits, schedules,
addenda and restatements thereto and thereof and all consents, including
consents for alterations, assignments and sublets, documents recording
variations, memoranda of lease, options, rights of expansion, extension, first
refusal and first offer and evidence of commencement dates and expiration
dates). With respect to each of such leases, the Company has not exercised or
given any notice of exercise of, nor has any lessor or landlord exercised or
received any notice of exercise by a lessor or landlord of, any option, right of
first offer or right of first refusal contained in any such lease or sublease,
including any such option or right pertaining to purchase, expansion, renewal,
extension or relocation (collectively, "OPTIONS").

(e) There are no condemnation proceedings or eminent domain proceedings
of any kind pending or, to the Knowledge of the Sellers, threatened against the
Real Property.

(f) (1) All the Real Property is occupied under a valid and current
certificate of occupancy, or similar permit, (ii) the transactions contemplated
by this Agreement and the Ancillary Agreements will not require the issuance of
any new or amended certificate of occupancy, and (iii) to the Knowledge of the
Sellers, there are no facts that would prevent the Real Property from being
occupied by the Company or the Institution, as the case may be, after the
Closing in the same manner as occupied by the Company or the Institution
immediately prior to the Closing.

(g) All improvements on the Real Property constructed by or on behalf of
the Company or, to the Knowledge of the Sellers, constructed by or on behalf of
any other Person, were constructed in compliance with all applicable Laws
(including any building, planning or zoning Laws) affecting such Real Property.

(h) No improvements on the Real Property and none of the current uses
and conditions thereof violate in any material respect any Encumbrance,
applicable deed restrictions or other applicable covenants, restrictions,
agreements, existing site plan approvals, zoning or subdivision regulations or
urban redevelopment plans as modified by any duly issued variances, and no
permits, licenses or certificates pertaining to the ownership or operation of



all improvements on the Real Property, other than those which are transferable
with the Real Property, are required by any Governmental Authority having
jurisdiction over the Real Property.

(1) All improvements on any Real Property are wholly within the lot
limits of such Real Property and do not encroach on any adjoining premises or
Encumbrance benefiting such Real Property, and, to the
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Knowledge of the Sellers, there are no encroachments on any Real Property or any
easement or property right or benefit appurtenant thereto by any improvements
located on any adjoining premises.

(j) There have been no improvements of a value in excess of $10,000 in
the aggregate made to or constructed on any Real Property within the applicable
period for the filing of mechanics' liens.

(k) The rental set forth in each lease of the Leased Real Property is
the actual rental being paid, and there are no separate agreements or
understandings with respect to the same.

(1) The Company has the full right to exercise any Options contained in
the leases pertaining to the Leased Real Property on the terms and conditions
contained therein and upon due exercise would be entitled to enjoy the full
benefit of such Options with respect thereto.

SECTION 3.17. TANGIBLE PERSONAL PROPERTY. (A) Section 3.17(a) of the
Disclosure Schedule lists each item or distinct group of machinery, equipment,
tools, supplies, furniture, fixtures, personalty, vehicles, books, computer
equipment and other tangible personal property (the "Tangible Personal
Property") used in the Business or owned or leased by the Company or the
Institution.

(b) Section 3.17(b) of the Disclosure Schedule sets forth a true and
complete list of all leases for Tangible Personal Property and any and all
material ancillary documents pertaining thereto (including all amendments,
consents and evidence of commencement dates and expiration dates).

(c) The Company or the Institution, as the case may be, has the full
right to exercise any renewal options contained in the leases pertaining to the
Tangible Personal Property on the terms and conditions contained therein and
upon due exercise would be entitled to enjoy the use of each item of leased
Tangible Personal Property for the full term of such renewal options.

SECTION 3.18. ASSETS. (A) The Company owns, leases or has the legal
right to use all the properties and assets, including the Company Intellectual
Property, the Licensed Intellectual Property, the Company IP Agreements, the
Real Property and the Tangible Personal Property, used or intended to be used in
the conduct of the Business or otherwise owned, leased or used by the Company,
and, with respect to contract rights, is a party to and enjoys the right to the
benefits of all contracts, agreements and other arrangements used or intended to
be used by the Company or the Institution or in or relating to the conduct of
the Business, all of which properties, assets and rights constitute Assets. The
Company has good and marketable title to, or, in the case of leased Assets,
valid and subsisting leasehold interests in, all the Assets, free and clear of
all Encumbrances, except Permitted Encumbrances.

(b) The Assets constitute all the properties, assets and rights forming
a part of, used, held or intended to be used in, and all such properties, assets
and rights as are necessary in the conduct of, the Business as conducted at the
time of the Closing. At all times since December 31, 2005, the Company and the
Sellers have caused the Assets to be maintained in accordance with good business
practice, and all the Assets are in good operating condition and repair and are
suitable for the purposes for which they are used and intended to be used.

SECTION 3.19. EMPLOYEE BENEFIT MATTERS. (A) Plans and Material
Documents. Section 3.19(a) of the Disclosure Schedule lists (i) all employee
benefit plans (as defined in Section 3(3) of the Employee Retirement Income
Security Act of 1974, as amended ("ERISA")) and all bonus, stock option, stock
purchase, restricted stock, incentive, deferred compensation, retiree medical or
life insurance, supplemental retirement, severance or other benefit plans,
programs or arrangements, and all employment, termination, severance or other



contracts or agreements, whether legally enforceable or not, to which the
Company 1s a party, with respect to which the Company has any obligation or
which are maintained, contributed to or sponsored by the Company for the benefit
of any current or former employee, officer or director of the Company, (ii) each
employee benefit plan for which the Company could incur liability under Section
4069 of ERISA in the event such plan has been or were to be terminated, (iii)
any plan in respect of which the Company could incur liability under Section
4212 (c) of ERISA, and (iv) any contracts, arrangements or understandings between
any Seller or any of its Affiliates and any employee of the Company, including
any contracts, arrangements or understandings relating to the sale of the
Company (collectively, the "Plans"). Each Plan is in writing, and the Sellers
have furnished to the Purchaser a complete and
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accurate copy of each Plan and a complete and accurate copy of each material
document prepared in connection with each such Plan, including a copy of (A)
each trust or other funding arrangement, (B) each summary plan description and
summary of material modifications, (C) the most recently filed IRS Form 5500,
(D) the most recently received IRS determination letter for each such Plan, and
(E) the most recently prepared actuarial report and financial statement in
connection with each such Plan. There are no other employee benefit plans,
programs, arrangements or agreements, whether formal or informal, whether in
writing or not, to which the Company is a party, with respect to which the
Company has any obligation or which are maintained, contributed to or sponsored
by the Company for the benefit of any current or former employee, officer or
director of the Company. The Company does not have any express or implied
commitment, whether legally enforceable or not, (1) to create, incur liability
with respect to, or cause to exist, any other employee benefit plan, program or
arrangement, (2) to enter into any contract or agreement to provide compensation
or benefits to any individual, or (3) to modify, change or terminate any Plan,
other than with respect to a modification, change or termination required by
ERISA or the Code.

(b) ABSENCE OF CERTAIN TYPES OF PLANS. None of the Plans is a
multiemployer plan (within the meaning of Section 3(37) or 4001 (a) (3) of ERISA)
(a "MULTIEMPLOYER PLAN") or a single employer pension plan (within the meaning
of Section 4001 (a) (15) of ERISA) for which the Company or any Subsidiary could
incur liability under Section 4063 or 4064 of ERISA (a "MULTIPLE EMPLOYER
Plan"). None of the Plans provides for the payment of separation, severance,
termination or similar benefits to any Person or obligates the Company to pay
separation, severance, termination or similar benefits solely as a result of any
transaction contemplated by this Agreement or as a result of a "change in
control", within the meaning of such term under Section 280G of the Code. None
of the Plans provides for or promises retiree medical, disability or life
insurance benefits to any current or former employee, officer or director of the
Company. Each of the Plans is subject only to the Laws of the United States or a
political subdivision thereof.

(c) COMPLIANCE WITH APPLICABLE LAW. Each Plan is now and always has been
operated in accordance with the requirements of all applicable Law, including
ERISA and the Code, and all Persons who participate in the operation of such
Plans and all Plan "fiduciaries" (within the meaning of Section 3(21) of ERISA)
have always acted in accordance with the provisions of all applicable Law,
including ERISA and the Code. The Company has performed all obligations required
to be performed by it under, is not in any respect in default under or in
violation of, and has no knowledge of any default or violation by any party to,
any Plan. No Action is pending or, to the Knowledge of the Sellers, threatened
with respect to any Plan (other than claims for benefits in the ordinary course)
and no fact or event exists that could give rise to any such Action.

(d) QUALIFICATION OF CERTAIN PLANS. Each Plan that is intended to be
qualified under Section 401 (a) of the Code or Section 401 (k) of the Code has
received a favorable determination letter from the IRS that it is so qualified,
and each trust established in connection with any Plan that is intended to be
exempt from federal income taxation under Section 501 (a) of the Code has
received a determination letter from the IRS that it is so exempt, and no fact
or event has occurred since the date of such determination letter from the IRS
to adversely affect the qualified status of any such Plan or the exempt status
of any such trust. Each trust maintained or contributed to by the Company that
is intended to be qualified as a voluntary employees' beneficiary association
and that is intended to be exempt from federal income taxation under Section
501 (c) (9) of the Code has received a favorable determination letter from the IRS
that it is so qualified and so exempt, and no fact or event has occurred since



the date of such determination by the IRS to adversely affect such qualified or
exempt status.

(e) ABSENCE OF CERTAIN LIABILITIES AND EVENTS. There has been no
prohibited transaction (within the meaning of Section 406 of ERISA or Section
4975 of the Code) with respect to any Plan. The Company has not incurred any
liability for any penalty or tax arising under Section 4971, 4972, 4980, 4980B
or 6652 of the Code or any liability under Section 502 of ERISA, and no fact or
event exists that could give rise to any such liability. The Company has not
incurred any liability under, arising out of or by operation of Title IV of
ERISA (other than liability for premiums to the Pension Benefit Guaranty
Corporation arising in the ordinary course), including any liability in
connection with (i) the termination or reorganization of any employee benefit
plan subject to Title IV of ERISA or (ii) the withdrawal from any Multiemployer
Plan or Multiple Employer Plan, and no fact or event exists that could give rise
to any such liability. No complete or partial termination has occurred within
the five years preceding the date hereof with respect to any Plan. No reportable
event (within the meaning of Section 4043 of ERISA) has occurred or 1is expected
to occur with respect to any Plan subject to Title IV of ERISA. No Plan had an
accumulated funding deficiency (within the meaning of Section 302 of ERISA or
Section 412 of the Code), whether
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or not waived, as of the most recently ended plan year of such Plan. None of the
assets of the Company is the subject of any lien arising under Section 302 (f) of
ERISA or Section 412 (n) of the Code; the Company has not been required to post
any security under Section 307 of ERISA or Section 401 (a) (29) of the Code; and
no fact or event exists which could give rise to any such lien or requirement to
post any such security.

(f) PLAN CONTRIBUTIONS AND FUNDING. All contributions, premiums or
payments required to be made with respect to any Plan have been made on or
before their due dates. All such contributions have been fully deducted for
income tax purposes and no such deduction has been challenged or disallowed by
any Governmental Authority, and no fact or event exists that could give rise to
any such challenge or disallowance. As of the Closing, no Plan that is subject
to Title IV of ERISA will have an "unfunded benefit liability" (within the
meaning of Section 4001 (a) (18) of ERISA).

SECTION 3.20. LABOR MATTERS. (a) Neither the Company nor the Institution
is a party to any collective bargaining agreement or other labor union contract
applicable to persons employed by the Company or the Institution, and currently
there are no organizational campaigns, petitions or other unionization
activities seeking recognition of a collective bargaining unit which could
affect the Company; (b) there are no controversies, strikes, slowdowns or work
stoppages pending or, to the Knowledge of the Sellers, threatened between the
Company and its employees, and the Company has not experienced any such
controversy, strike, slowdown or work stoppage within the past three years; (c)
there are no unfair labor practice complaints pending against the Company or the
Institution before the National Labor Relations Board or any other Governmental
Authority which could have a Material Adverse Effect; (e) the Company is
currently in compliance with all applicable Laws relating to the employment of
labor, including those related to wages, hours, collective bargaining and the
payment and withholding of Taxes and other sums as required by the appropriate
Governmental Authority and has withheld and paid to the appropriate Governmental
Authority or is holding for payment not yet due to such Governmental Authority
all amounts required to be withheld from employees of the Company and is not
liable for any arrears of wages, Taxes, penalties or other sums for failure to
comply with any of the foregoing; (f) the Company has paid in full to all its
employees or adequately accrued for in accordance with GAAP all wages, salaries,
commissions, bonuses, benefits and other compensation due to or on behalf of
such employees; (g) there is no claim with respect to payment of wages, salary
or overtime pay that has been asserted or is now pending or threatened before
any Governmental Authority with respect to any Persons currently or formerly
employed by the Company; (h) the Company is not a party to, or otherwise bound
by, any consent decree with, or citation by, any Governmental Authority relating
to employees or employment practices; (i) there is no charge or proceeding with
respect to a violation of any occupational safety or health standard that has
been asserted or is now pending or threatened with respect to the Company; and
(3) there is no charge of discrimination in employment or employment practices,
for any reason, including age, gender, race, religion or other legally protected
category, which has been asserted or is now pending or threatened before the
United States Equal Employment Opportunity Commission, or any other Governmental



Authority in any jurisdiction in which the Company has employed or currently
employs any Person.

SECTION 3.21. KEY EMPLOYEES. Section 3.21 of the Disclosure Schedule
lists the name, place of employment, the current annual salary rates, bonuses,
deferred or contingent compensation and other like benefits paid or payable (in
cash or otherwise) in 2005, the date of employment and a description of the
position and job function of each current salaried employee, officer, director,
consultant or agent of the Company or any Subsidiary whose annual compensation
exceeded (or, in 2006, is expected to exceed) $75,000.

SECTION 3.22. STUDENT LISTS. The Sellers have delivered to the Purchaser
a list that is accurate and complete in all material respects identifying (a)
the number of students, and the names and educational programs of all students,
enrolled at the Institution as of the date hereof for the then current academic
period, and (b) the number of students, and the names and intended educational
programs of all students, enrolled at the Institution as of the date hereof for
future academic periods; provided, however, that such list shall include
personally identifiable information regarding any student only to the extent
permitted by the Family Educational Rights Privacy Act (20 U.S.C. 1232g) and the
implementing regulations at 34 C.F.R. ss. 99.2.

SECTION 3.23. CERTAIN INTERESTS. (A) No Seller or officer or director of
the Company and no relative or spouse (or relative of such spouse) who resides
with, or is a dependent of, any such Seller officer or director:
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(i) has any direct or indirect financial interest in any
competitor or supplier of the Company or the Business; PROVIDED,
HOWEVER, that the ownership of securities representing no more than one
percent of the outstanding voting power of any competitor or supplier
and that are also listed on any national securities exchange, shall not
be deemed to be a "financial interest" so long as the Person owning such
securities has no other connection or relationship with such competitor
or supplier;

(ii) owns, directly or indirectly, in whole or in part, or has
any other interest in, any tangible or intangible property that the
Company uses or has used in the conduct of the Business or otherwise; or

(iii) has outstanding any Indebtedness to the Company.

(b) None of the Sellers or the Company has any Liability of any nature
whatsoever to any officer, director or stockholder of the Company or to any
relative or spouse (or relative of such spouse) who resides with, or is a
dependent of, any such officer, director or stockholder.

SECTION 3.24. TAXES. (A) (i) All Tax Returns required to be filed by or
with respect to the Company have been timely filed; (ii) all Taxes required to
be shown on such Tax Returns or otherwise due in respect of the Company have
been timely paid; (iii) all such Tax Returns are true, correct and complete in
all material respects; (iv) no adjustment relating to such Tax Returns has been
proposed formally or informally by any Governmental Authority (insofar as either
relates to the activities or income of the Company or could result in liability
of the Company on the basis of joint and/or several liability) and, to the
Knowledge of the Sellers, no basis exists for any such adjustment; (v) there are
no pending or, to the Knowledge of the Sellers, threatened Actions for the
assessment or collection of Taxes against the Company; (vi) all sales and
license transactions between any Seller and the Company have been conducted on
an arm's-length basis; (vii) there are no Tax liens on any assets of the
Company; (viii) no Seller nor any Affiliate is a party to any agreement or
arrangement that would result, separately or in the aggregate, in the actual or
deemed payment by the Company of any "excess parachute payments" within the
meaning of Section 280G of the Code (without regard to Section 280G (b) (4) of the
Code); (ix) no acceleration of the vesting schedule for any property that is
substantially unvested within the meaning of the regulations under Section 83
will occur in connection with the transactions contemplated by this Agreement;
(x) the Company has not ever been a member of a consolidated, combined or
unitary group; (xi) the Company has not been a United States real property
holding corporation within the meaning of Section 897 (c) (2) of the Code during
the applicable period specified in Section 897 (c) (1) (A) (ii) of the Code; (xii)
the Company has properly and timely withheld, collected and deposited all Taxes
that are required to be withheld, collected and deposited under applicable Law;



(xiii) the Company is not doing business in or engaged in a trade or business in
any jurisdiction in which it has not filed all required Tax Returns, and no
notice or inquiry has been received from any jurisdiction in which Tax Returns
have not been filed by the Company to the effect that the filing of Tax Returns
may be required; (xiv) the Company has not been at any time a member of any
partnership or joint venture or the holder of a beneficial interest in any trust
for any period for which the statute of limitations for any Tax has not expired;
and (xv) the Company is not subject to any accumulated earnings tax, personal
holding company Tax or similar Tax.

(b) (i) there are no outstanding waivers or agreements extending the
statute of limitations for any period with respect to any Tax to which the
Company may be subject; (ii) there are no requests for information currently
outstanding that could affect the Taxes of the Company; (iii) there are no
proposed reassessments of any property owned by the Company or other proposals
that could increase the amount of any Tax to which the Company would be subject;
(iv) no power of attorney that is currently in force has been granted with
respect to any matter relating to Taxes that could affect the Company; (v) the
Company (A) does not have an unrecaptured overall foreign loss within the
meaning of Section 904 (f) of the Code, and (B) has not participated in or
cooperated with an international boycott within the meaning of section 999 of
the Code; and (vi) the Company does not have any (A) income reportable for a
period ending after the Closing but attributable to a transaction (E.G., an
installment sale) occurring in, or a change in accounting method made for, a
period ending on or prior to the Closing that resulted in a deferred reporting
of income from such transaction or from such change in accounting method (other
than a deferred intercompany transaction) or (B) deferred gain or loss arising
out of any deferred intercompany transaction.

(c) (i) Section 3.24 of the Disclosure Schedule lists all income,
information, franchise and similar Tax Returns (federal, state, local and
foreign) filed with respect to the Company for taxable periods ended on or after
January 1, 2001, indicates the most recent income, information, franchise or
similar Tax Return for each
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relevant jurisdiction for which an audit has been completed or the statute of
limitations has lapsed, and indicates all Tax Returns that currently are the
subject of audit; (ii) the Sellers have delivered to the Purchaser correct and
complete copies of all federal, state and foreign income, information, franchise
and similar Tax Returns, examination reports, and statements of deficiencies
assessed against or agreed to by the Company since January 1, 2003; and (iii)
the Sellers have delivered to the Purchaser a true and complete copy of any
tax-sharing or allocation agreement or arrangement involving the Company and a
true and complete description of any such unwritten or informal agreement or
arrangement.

(d) The Company (i) has been an S corporation within the meaning of
Section 1361 of the Code (an "S-CORPORATION") at all times since December 31,
1986 and will continue to be an S-Corporation up to and until the Closing; (ii)
has paid all built-in gain taxes within the meaning of Section 1374 of the Code
that were required to be paid; and (iii) is not required to pay any taxes or
penalties that would have not been incurred had the Company been an
S-Corporation since its inception.

(e) On the Reference Statement of Net Current Assets, reserves and
allowances have been provided, and on the Closing Statement of Net Current
Assets, reserves and allowances will be provided, in each case adequate to
satisfy all Liabilities for Taxes relating to the Company for all taxable
periods through the Closing (without regard to the materiality thereof).

SECTION 3.25. INSURANCE. All material assets, properties and risks of
the Company are, and for the past five years have been, covered by valid and,
except for insurance policies that have expired under their terms in the
ordinary course, currently effective insurance policies or binders of insurance
(including general liability insurance, property insurance and workers'
compensation insurance) issued in favor of the Company, in each case with
responsible insurance companies, in such types and amounts and covering such
risks as are consistent with customary practices and standards of companies
engaged in businesses and operations similar to those of the Company.

SECTION 3.26. COMPLIANCE WITH TITLE IV PROGRAMS. (A) The Company and the
Institution are and, since January 1, 2003 (the "Compliance Date"), have been in



compliance in all material respects with any and all applicable Educational
Laws, including all Laws relating to Financial Assistance.

(b) Since the Compliance Date, each educational program offered by the
Institution for which the Institution provided or provides Financial Assistance
funding, including programs involving externships, internships or consortium
agreements, was and is an eligible program and in material compliance with all
Educational Laws, including the requirements of 34 C.F.R. ss. 668.8, and the
Institution has been in material compliance with the requirement to properly
measure the length of such educational program for purposes of disbursing the
Title IV Program funding to students enrolled in each such program.

(c) The facilities listed on Section 3.26(c) of the Disclosure Schedule
are and, since the Compliance Date, have been the only addresses at which all or
any portion of any of the Company's or the Institution's educational programs
have been offered, including any facilities at which more than 25% of any
educational program (as measured in credit hours) are or have been provided via
externships or internships. Except for any changes in address or changes in
location that do not result in the cessation of any educational instruction by
the Company or the Institution, neither the Company nor the Institution has
ceased instruction at or closed any facility, location or campus. The Company
and the Institution have complied with all Educational Laws related to any
termination of educational programs or any change of the location or campus
where educational programs are offered.

(d) To the Knowledge of the Sellers, there exists no fact or set of
facts with respect to the operation of the Institution prior to the Closing Date
that would reasonably be likely to have a negative effect on the ability of the
Institution to obtain (i) the U.S. DOE Pre-Closing Notice, or (ii) any approval
listed in Section 3.06 or Section 4.03 of the Disclosure Schedule.

(e) The Sellers have delivered to the Purchaser true and complete copies
of all material correspondence (excluding general correspondence routinely sent
to, or received from, any Educational
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Agency or Governmental Authority) received from or sent by or on behalf of the
Company or the Institution to any Educational Agency or any Governmental
Authority to the extent such correspondence (i) was sent or received since the
Compliance Date or relates to any issue that remains pending, and (ii) relates
to (A) any notice that any Educational Approval is not in full force and effect
or that an event has occurred which constitutes or, with the giving of notice or
the passage of time or both, would constitute a material breach or violation
thereunder; (B) any notice that the Company, the Institution or any Affiliate,
employee, or agent of the Company or the Institution has violated or is
violating any Educational Law in any material respect, including any Law related
to the Title IV Programs, or any criterion, rule, standard, or other written
guidance of any applicable Accrediting Body, or any law, regulation, or
requirement related to maintaining and retaining in full force and effect any
and all Educational Approvals necessary for the existing operations of, and
receipt of Financial Assistance by, the Company or the Institution; (C) any
audits, program reviews, inquiries, investigations, or site visits conducted by
any Educational Agency, any guaranty agency, or any independent auditor
reviewing compliance by the Company or the Institution with any Educational Law
or Educational Approval; (D) the qualification of the Company, the Institution
or any Affiliate thereof for the receipt of Financial Assistance; (E) any
written notice of an intent to limit, suspend, terminate, revoke, cancel, not
renew, or condition the Educational Approvals of, or the provision of Financial
Assistance to, the Company, the Institution or to any of the Institution's
students; (F) any written notice of an intent or threatened intent to condition
the provision of Financial Assistance to the Company or the Institution on the
posting of a Letter of Credit or other surety in favor of U.S. DOE; (G) written
notice of an intent to provisionally certify the eligibility of the Company or
the Institution to participate in the Title IV Programs; or (H) the placement or
removal of the Company or the Institution on or from the reimbursement method of
payment or any method of payment other than the advance payment method under the
Title IV Programs.

(f) No principal, affiliate (as those terms are defined in 34 C.F.R.
Part 85), owner, stockholder or trustee of, or any other individual or entity
holding an ownership interest in the Company or the Institution, whether legal
or equitable, is or has been a principal, affiliate, owner, stockholder or
trustee or held an ownership interest, whether legal or equitable, in any other



institution (whether or not participating in the Title IV Programs) or any
third-party servicer (as that term is defined at 34 C.F.R. ss. 668.2). No Person
who exercises substantial control over the Company, the Institution or any
Affiliate of the Company (as the term "substantial control" is described under
34 C.F.R. ss. 668.174(c) (3)) or any member or members of such Person's family,
alone or together, exercises or exercised substantial control over another
institution or a third-party servicer that owes a liability for a violation of a
requirement of the Title IV Programs. No principal, affiliate, owner,
stockholder, trustee, or any other individual or entity holding an ownership
interest in the Company or the Institution has pled guilty to, has pled nolo
contendere to, or has been found guilty of, a crime involving the acquisition,
use, or expenditure of federal, state or local government funds or has been
judicially determined to have committed fraud or any other material violation of
law involving federal, state or local government funds. None of the Company, the
Institution or any Affiliate thereof that has the power, by contract or
ownership interest, to direct or cause the direction of the management of
policies of the Company or the Institution, has filed for relief in bankruptcy
or has entered against it an order for relief in bankruptcy. Neither the Company
nor the Institution knowingly employs, nor has either one of them knowingly
employed, any individual or entity in a capacity that involves the
administration or receipt of funds under the Title IV Programs, or contracted
with any institution or third-party servicer, which has been terminated under
Section 487 of the HEA for a reason involving the acquisition, use or
expenditure of federal, state or local government funds, or has been convicted
of, or has pled nolo contendere or guilty to, a crime involving the acquisition,
use or expenditure of federal, state or local government funds, or has been
administratively or judicially determined to have committed fraud or any other
material violation of law involving federal, state or local government funds.

(g) The Institution has complied with U.S. DOE requirements, as set
forth at 34 C.F.R. Section 668.14(b) (22), concerning the payments of
commissions, bonuses or other incentive payments to admission representatives,
agents and other Persons engaged in any student recruiting or admission
activities or in making decisions regarding the awarding of Title IV Program
funds for or on behalf of the Institution.

(h) The Institution has not derived more than 90% of its revenues (for
the fiscal years ending December 31, 2001; December 31, 2002 or December 31,
2003) from Title IV Program funds as determined in accordance with 34 C.F.R. ss.
600.5(d). Section 3.26(h) of the Disclosure Schedule contains a correct
statement of the percentage of revenue from such federal funding sources for
each of such fiscal years. Except as permitted by 34 C.F.R. ss. 600.5(d), as
such regulation has been interpreted and applied by the U.S. DOE prior to
Closing, the
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Institution has not included revenue generated from institutional loans or
scholarships in any of the computations referenced in this subsection.

(i) Section 3.26(i) of the Disclosure Schedule sets forth: (a) the
Institution's final, official cohort default rates calculated by the U.S. DOE
under 34 C.F.R. Part 668 Subpart M for each of the 2002, 2003 and 2004 federal
fiscal years and (b) the Institution's Perkins Loan cohort default rates for the
most recent three fiscal years.

(j) Since the Compliance Date, the Institution has complied with all
applicable financial responsibility requirements, including the standards of
financial responsibility in 34 C.F.R. ss. 668.15 and 34 C.F.R. Part 668 Subpart
L, as applicable. Since the Compliance Date, the Institution has not been
required to, post a Letter of Credit or other form of surety for any reason,
including any requirement to post a Letter of Credit based on late refunds
pursuant to 34 C.F.R. ss. 668.173.

(k) Since the Compliance Date, the Institution has complied with the
limitations in 34 C.F.R. ss. 600.7 on the number of courses that an institution
may offer by correspondence or telecommunications, the number of students who
may enroll in such courses, the number of students who were incarcerated, and
the number of students who had neither a high school diploma nor the recognized
equivalent of a high school diploma.

(1) Since the Compliance Date, the Institution has not offered or
provided any educational programs that consist solely of instruction in English
as a second language.



(m) There are no surety bonds or other forms of security that the
Company or the Institution has been required to file since the Compliance Date
with any Educational Agency with respect to its state authorization, federal
eligibility, recruiter permits or other matters.

(n) Since the Compliance Date, the Institution has not been placed on
the reimbursement or cash monitoring payment methods of Title IV Program
funding.

(0) Since the Compliance Date, the Company and the Institution have not
received any written or oral notice of, and there is not any currently
unresolved investigation, review, audit, compliance review or site visit
relating to the Institution's participation in and administration of the Title
IV Programs or other Financial Assistance Programs or its compliance with the
requirements of the DOE or any other Educational Agency. The Sellers have
delivered to the Purchaser correct and complete copies of all annual federal
financial aid compliance audits and audited financial statements filed with the
DOE pursuant to 34 C.F.R. ss. 668.23 for all fiscal years ending after the
Compliance Date and has provided copies of all material correspondence related
to any draft or final investigative reports, program reviews, audits or
compliance reviews received from the DOE or any other Educational Agency since
the Compliance Date.

(p) Since the Compliance Date, the Institution has not been on
probation, warning or reporting status with any Educational Agency nor has it
been subject to or received notice of any proceeding by any Educational Agency
(i) to revoke, withdraw, deny, suspend, condition, refuse to renew or limit any
Educational Approval; (ii) alleging any material violation by the Company or the
Institution of any Educational Law or term or condition of any Educational
Approval or the failure to hold any required Educational Approval; or (iii)
refusing to approve any application submitted to an Educational Agency.

(g) Since the Compliance Date, except as disclosed in prior audits or
compliance reviews, each of which is disclosed on Section 3.26(g) of the
Disclosure Schedule, the Institution has complied in all material respects with
U.S. DOE requirements that no student receive Title IV Program funds prior to
the date for which such student was eligible for funds, or in any amount other
than the amount such student was eligible to receive.

(r) Since the Compliance Date, the Institution has complied in all
material respects with all Educational Agency and DOE requirements and
regulations including but not limited to requirements set forth at 34 C.F.R. ss.
668.22, relating to (i) fair and equitable refunds policy and (ii) the
calculation and timely repayment of federal and nonfederal funds.
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(s) Since the Compliance Date, the Institution has complied in all
material respects with 34 C.F.R. ss. 668.164 and 34 C.F.R. ss. 668.165 relating
to the retention and timely return of student credit balances, and any and all
student credit balances required to be paid thereunder.

(t) Since the Compliance Date, all required reports have been prepared
and timely filed in material compliance with the applicable Educational
Agencies.

(u) Since the Compliance Date, the Institution's agents or employees
have possessed all permits and licenses required or otherwise necessary to
recruit students for admission to the Institution.

(v) Since the Compliance Date, the Institution has complied in all
material respects with 34 C.F.R. Part 62 Subpart F regarding its enrollment in,
and timely submission of foreign student information to, the Student and
Exchange Visitor Information System.

(w) The Sellers have delivered to the Purchaser correct and complete
copies of all written student complaints, including related correspondence, that
it has received from any current or former student, or received from any
Educational Agency in relation to any material student complaint, or sent by or
on behalf of the Company or the Institution in regard to any material student
complaint, since the Compliance Date. There are no unresolved student complaints
received by the Company or the Institution from any current or former student,
or from any Educational Agency, against the Company or the Institution.



SECTION 3.27. EDUCATIONAL APPROVALS. (A) Section 3.27(a) of the
Disclosure Schedule lists, with respect to the Company and the Institution, each
Educational Approval issued since the Compliance Date by an Educational Agency
to the Company or the Institution or with respect to any educational program(s)
offered by the Company or the Institution. Since the Compliance Date, the
Company, the Institution and each location thereof, and each program offered in
whole or in part by the Institution have maintained all Educational Approvals
necessary for the operation of, and receipt of Financial Assistance by, the
Company and the Institution. The Educational Approvals as listed on Section
3.27(a) of the Disclosure Schedule constitute all of the material Educational
Approvals necessary for the Company and the Institution to operate the Business,
including approvals necessary to offer each educational program and operate each
campus. Neither the Company nor the Institution has received written notice that
any material Educational Approval will not be renewed, and, to the Knowledge of
the Sellers, there is no basis for any such non-renewal. The Sellers have made
available to the Purchaser correct and complete copies of all material
Educational Approvals that have been issued to the Company and the Institution.
The Educational Approvals set forth on Section 3.27(a) of the Disclosure
Schedule are in full force and effect and since the Compliance Date, there has
been no proceeding for the suspension, limitation, revocation, termination or
cancellation of any Educational Approval listed on Section 3.27(a) of the
Disclosure Schedule, nor is any such proceeding pending or, to the Knowledge of
the Sellers, threatened.

SECTION 3.28. CERTAIN BUSINESS PRACTICES. None of the Sellers, the
Company or the Institution or any of their respective directors, officers,
agents, representatives or employees (in their capacity as directors, officers,
agents, representatives or employees) has: (a) used any funds for unlawful
contributions, gifts, entertainment or other unlawful expenses relating to
political activity in respect of the Business; (b) directly or indirectly, paid
or delivered any fee, commission or other sum of money or item of property,
however characterized, to any finder, agent, or other party acting on behalf of
or under the auspices of a governmental official or Governmental Authority, in
the United States or any other country, which is in any manner illegal under any
Law of the United States or any other country having jurisdiction; or (c) made
any other unlawful payment or given any other unlawful consideration in respect
of the Business.

SECTION 3.29. BROKERS. Except for Stifel, Nicolaus & Company,
Incorporated, no broker, finder or investment banker is entitled to any
brokerage, finder's or other fee or commission in connection with the
transactions contemplated by this Agreement or the Ancillary Agreements based
upon arrangements made by or on behalf of the Sellers. The Sellers are solely
responsible for the fees and expenses of Stifel, Nicolaus & Company,
Incorporated.

SECTION 3.30. NO OTHER REPRESENTATIONS. None of the Sellers or their
respective representatives have made, or shall be deemed to have made, and none
of the Sellers is liable for or bound in any manner by, any
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express or implied representations, warranties, guaranties, promises or
statements pertaining to the Business or any of the Assets or the transactions
contemplated hereby except as specifically set forth in this Agreement or the
Ancillary Agreements.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES
OF THE PURCHASER

As an inducement to the Sellers to enter into this Agreement, the
Purchaser hereby represents and warrants to the Sellers as follows:

SECTION 4.01. ORGANIZATION, AUTHORIZATION AND QUALIFICATION. (A) The
Purchaser is a corporation duly organized, validly existing and in good standing
under the laws of the State of New Jersey and has all necessary power and
authority to enter into this Agreement and the Ancillary Agreements to which the
Purchaser is a party, to carry out its obligations hereunder and thereunder and
to consummate the transactions contemplated hereby and thereby. The Purchaser is
duly licensed or qualified to do business and is in good standing in each
jurisdiction which the properties owned or leased by it or the operation of its



business makes such licensing or qualification necessary, except to the extent
that the failure to be so licensed or qualified and in good standing would not
materially and adversely affect the ability of the Purchaser to carry out its
obligations under, and to consummate the transactions contemplated by, this
Agreement and the Ancillary Agreements to which the Purchase is a party. The
execution and delivery by the Purchaser of this Agreement and the Ancillary
Agreements to which it is a party, the performance by the Purchaser of its
obligations hereunder and thereunder and the consummation by the Purchaser of
the transactions contemplated hereby and thereby have been duly authorized by
all requisite action on the part of the Purchaser. This Agreement has been, and
upon their execution the Ancillary Agreements to which the Purchaser is a party
shall have been, duly executed and delivered by the Purchaser, and (assuming due
authorization, execution and delivery by the other parties hereto and thereto)
this Agreement constitutes, and upon their execution such Ancillary Agreements
shall constitute, legal, valid and binding obligations of the Purchaser,
enforceable against the Purchaser in accordance with their respective terms.

(b) To the knowledge of the Purchaser, there exists no fact or set of
facts with respect to the Purchaser that would reasonably be likely to have a
negative effect on the ability of the Institution to obtain (i) the U.S. DOE
Pre-Closing Notice or (ii) approval of the change in ownership by any
Educational Agency listed in Section 4.03 of the Disclosure Schedule.

SECTION 4.02. NO CONFLICT. Assuming the making and obtaining of all
filings, notifications, consents, approvals, authorizations and other actions
referred to in Section 4.03, except as may result from any facts or
circumstances relating solely to the Sellers, the execution, delivery and
performance by the Purchaser of this Agreement and the Ancillary Agreements to
which the Purchaser is a party, as the case may be, do not and will not (a)
violate, conflict with or result in the breach of any provision of the
certificate of incorporation or by-laws of the Purchaser, (b) conflict with or
violate any Law or Governmental Order applicable to the Purchaser or (c)
conflict with, or result in any breach of, constitute a default (or event that
with the giving of notice or lapse of time, or both, would become a default)
under, require any consent under, or give to others any rights of termination,
amendment, acceleration, suspension, revocation or cancellation of, any note,
bond, mortgage or indenture, contract, agreement, lease, license, permit,
franchise or other instrument or arrangement to which the Purchaser is a party,
which would materially and adversely affect the ability of the Purchaser to
carry out its obligations under, and to consummate the transactions contemplated
by, this Agreement or the Ancillary Agreements to which the Purchaser is a
party, as the case may be.

SECTION 4.03. REQUIRED CONSENTS. Except for the Required Consents or as
otherwise set forth on Section 4.03 of the Disclosure Schedule, the execution,
delivery and performance by the Purchaser of this Agreement and each Ancillary
Agreement to which the Purchaser is a party, as the case may be, is a party do
not and will not require any consent, approval, authorization or other order of,
action by, filing with, or notification to any Governmental Authority or
Educational Agency.
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SECTION 4.04. LITIGATION. No Action by or against the Purchaser is
pending or, to the knowledge of the Purchaser, threatened, that could affect the
legality, validity or enforceability of this Agreement, any Ancillary Agreement
or the consummation of the transactions contemplated hereby or thereby.

SECTION 4.05. FINANCING. The Purchaser has or will have available, prior
to the Closing, sufficient funds necessary to consummate the transactions
contemplated by this Agreement and the Ancillary Agreements.

SECTION 4.06. BROKERS. Other than with respect to arrangements made by
or on behalf of the Purchaser for which the Purchaser shall be solely
responsible, no broker, finder or investment banker is entitled to any
brokerage, finder's or other fee or commission in connection with the
transactions contemplated by this Agreement or the Ancillary Agreements.

SECTION 4.07. NO OTHER REPRESENTATIONS. None of the Purchaser or any of
its directors, officers, employees, agents or representatives has made, or shall
be deemed to have made, and the Purchaser is not liable for or bound in any
manner by, any express or implied representations, warranties, guaranties,
promises or statements pertaining to its business or any of its assets except as
specifically set forth in this Agreement or the Ancillary Agreements.



ARTICLE V
ADDITIONAL AGREEMENTS

SECTION 5.01. CONDUCT OF BUSINESS PRIOR TO THE CLOSING. (A) Each of the
Sellers covenants and agrees that, except as described in Section 5.01(a) of the
Disclosure Schedule, between the date hereof and the time of the Closing, the
Company shall not conduct its business other than in the ordinary course and
consistent with the Company's prior practice. Without limiting the generality of
the foregoing, except as described in Section 5.01(a) of the Disclosure
Schedule, the Sellers shall cause the Company to (i) continue its advertising
and promotional activities, and pricing and purchasing policies, in accordance
with past practice; (ii) not shorten or lengthen the customary payment cycles
for any of its payables or receivables; (iii) use its reasonable best efforts to
(A) preserve intact its business organization and the business organization of
the Business, (B) keep available to the Purchaser the services of the employees
of the Company, (C) continue in full force and effect without material
modification all existing policies or binders of insurance currently maintained
in respect of the Company and the Business, and (D) preserve its current
relationships with Persons with which it has had significant business
relationships; (iv) exercise, but only after notice to the Purchaser and receipt
of the Purchaser's prior written approval, any rights of renewal pursuant to the
terms of any of the leases or subleases set forth in Section 3.16(b) of the
Disclosure Schedule which by their terms would otherwise expire; and (v) not
engage in any practice, take any action, fail to take any action or enter into
any transaction which could cause any representation or warranty of the Sellers
to be untrue or result in a breach of any covenant made by the Sellers in this
Agreement.

(b) Except as described in Section 5.01(b) of the Disclosure Schedule,
the Sellers covenant and agree that, between the date hereof and the Closing
Date, without the prior written consent of the Purchaser, none of the Sellers,
the Company or the Institution will not do any of the things specified in the
second sentence of Section 3.10 (including clauses (a) through (bb) thereof),
subject to the exceptions set forth therein.

SECTION 5.02. ACCESS TO INFORMATION. (A) From the date hereof until the
Closing, upon reasonable notice, the Sellers shall cause its officers,
directors, employees, agents, representatives, accountants and counsel, and
shall cause the Company and each of the Company's officers, directors,
employees, agents, representatives, accountants and counsel to: (i) afford the
officers, employees, agents, accountants, counsel, financing sources and
representatives of the Purchaser reasonable access, during normal business
hours, to the offices, properties, plants, other facilities, books and records
of the Company, including access to enter upon such properties, plants and
facilities to investigate and collect air, surface water, groundwater and soil
samples or to conduct any other type of environmental assessment, and to those
officers, directors, employees, agents, accountants and counsel of the Sellers
and the Company who have any knowledge relating to the Company or the Business
and (ii) furnish to the officers, employees, agents, accountants, counsel,
financing sources and representatives of the Purchaser such additional financial
and operating data and other information regarding the assets, properties,
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liabilities and goodwill of the Company and the Business (or legible copies
thereof) as the Purchaser may from time to time reasonably request.

(b) In order to facilitate the resolution of any claims made against or
incurred by the Sellers prior to the Closing, for a period of seven years after
the Closing, the Purchaser shall (i) retain the books and records relating to
the Business and the Company relating to periods prior to the Closing in a
manner reasonably consistent with the prior practice of the Company and (ii)
upon reasonable notice, afford the agents and representatives of the Sellers
reasonable access (including the right to make, at the Sellers' expense,
photocopies), during normal business hours, to such books and records.

(c) In order to facilitate the resolution of any claims made by or
against or incurred by the Purchaser, the Company or the Institution after the
Closing or for any other reasonable purpose, for a period of seven years
following the Closing, the Sellers shall (i) retain the books and records of the
Sellers which relate to the Business, the Company and the Institution and their
operations for periods prior to the Closing and which shall not otherwise have



been delivered to the Purchaser or the Company and (ii) upon reasonable notice,
afford the officers, employees, agents and representatives of the Purchaser or

the Company reasonable access (including the right to make photocopies, at the

expense of the Purchaser or the Company), during normal business hours, to such
books and records.

SECTION 5.03. CONFIDENTIALITY. (A) The terms of the Confidentiality
Agreement are incorporated herein by reference and shall continue in full force
and effect until the Closing, at which time such Confidentiality Agreement and
the obligations of the Purchaser under this Section 5.03 shall terminate. If
this Agreement is, for any reason, terminated prior to the Closing, the
Confidentiality Agreement shall continue in full force and effect in accordance
with its terms.

(b) Each of the Sellers agrees to, and shall cause his or her agents and
representatives to, keep confidential all nonpublic information in his or her
possession regarding the Company, the Institution and the Business (including
any information made available to such Seller pursuant to Section 5.02(b));
PROVIDED, HOWEVER, that none of the Sellers will be required to maintain as
confidential any information that (i) becomes generally available to the public
other than as a result of disclosure by any Seller or any of its agents or
representatives in breach of this Agreement; or (ii) is required to be disclosed
pursuant to the terms of a valid subpoena or order by any Governmental Authority
or Educational Agency or under any Law or other legal requirement; provided
FURTHER that, in the event that such Seller or any such agent or representative
becomes legally compelled to disclose any such information, (x) such Seller
shall provide the Purchaser with prompt written notice of such requirement so
that the Purchaser may seek a protective order or other remedy or waive
compliance with this Section 5.03 and (y) in the event that such protective
order or other remedy is not obtained or the Purchaser waives compliance with
this Section 5.03, furnish only that portion of such confidential information
which is legally required to be provided and exercise its best efforts to obtain
assurances that confidential treatment will be accorded such information.

SECTION 5.04. REGULATORY AND OTHER AUTHORIZATIONS; NOTICES AND CONSENTS.
(A) The Sellers shall cooperate fully with the Purchaser and use all
commercially reasonable efforts in good faith to obtain all Required Consents,
the U.S. DOE Pre-Closing Notice, and any other authorizations, consents, orders
and approvals (including any authorizations, consents, orders and approvals
listed in Section 4.03 of the Disclosure Schedule) that may be or become
necessary for its execution and delivery of, and the performance of its
obligations pursuant to, this Agreement and the Ancillary Agreements. Each party
hereto agrees to provide such information to Educational Agencies or the other
parties as such may require, in connection with their review of any related
application. The Sellers agree to cooperate with and to assist the Purchaser
prior to the Closing, and to provide any assistance reasonably requested by the
Purchaser after the Closing, to obtain or renew any Educational Approvals or any
other necessary authorizations and approvals from Governmental Authorities or
Educational Agencies with respect to the Business, including obtaining a U.S.
DOE Pre-Closing Notice; provided, however, that (i) the Principal Seller, on
behalf of himself and the other Sellers, shall have the right to review and
comment in advance regarding any pre-closing submissions to or filings with, and
to participate in any meetings with, any Educational Agency, and (ii) no such
submissions to, or filings or meetings with, any Educational Agency shall occur
unless the Principal Seller and the Purchaser have consulted with each other
regarding the subject matter of such submissions, filings or meetings.
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(b) The Sellers shall give promptly such notices to third parties and
use all commercially reasonable efforts, in good faith, to obtain such third
party consents and estoppel certificates as the Purchaser may reasonably deem
necessary in connection with the transactions contemplated by this Agreement and
the Ancillary Agreements; PROVIDED, HOWEVER, that none of the Sellers shall have
any obligation to give any guaranty or other consideration of any nature in
connection with any such consent or estoppel certificates.

(c) The Purchaser shall cooperate and use all commercially reasonable
efforts, in good faith, to assist the Sellers in giving such notices to third
parties and obtaining such third-party consents and estoppel certificates;
PROVIDED, HOWEVER, that the Purchaser shall have no obligation to give any
guarantee or other consideration of any nature in connection with any such
notice, consent or estoppel certificate or to consent to any change in the terms
of any agreement or arrangement that the Purchaser in its reasonable discretion



may deem adverse to the interests of the Purchaser or the Business.

(d) The Sellers and the Purchaser agree that, in the event that any
Required Consent or other authorization, consent, order or approval necessary or
desirable to preserve for the Business any right or benefit under any lease,
license, contract, commitment or other agreement or arrangement to which the
Company or the Institution is a party is not obtained prior to the Closing, the
Sellers will, subsequent to the Closing, cooperate with the Purchaser and use
all commercially reasonable efforts, in good faith, in attempting to obtain such
Required Consent or other authorization, consent, order or approval as promptly
thereafter as practicable. If such Required Consent or other authorization,
consent, order or approval cannot be obtained, each of the Sellers shall use his
or her reasonable best efforts to provide the Purchaser or the Company with the
rights and benefits of the affected lease, license, contract, commitment or
other agreement or arrangement for the term of such lease, license, contract or
other agreement or arrangement, and, if the Sellers provide such rights and
benefits, the Purchaser shall assume the obligations and burdens thereunder.

SECTION 5.05. NOTICE OF DEVELOPMENTS. Prior to the Closing, (a) the
Sellers shall promptly notify the Purchaser in writing of (i) all events,
circumstances, facts and occurrences arising subsequent to the date of this
Agreement that could reasonably be expected to result in any breach of a
representation, warranty or covenant of the Sellers in this Agreement or that
could have the effect of making any representation or warranty of the Sellers in
this Agreement untrue or incorrect in any respect and (ii) all other material
developments affecting the assets, Liabilities, business, financial condition,
operations, results of operations, customer or supplier relations, employee
relations, regulation, accreditation, projections or prospects of the Business
and (b) the Purchaser shall promptly notify the Sellers in writing of all
events, circumstances, facts and occurrences arising subsequent to the date of
this Agreement that could result in any breach of a representation, warranty or
covenant of the Purchaser in this Agreement or that could have the effect of
making any representation or warranty of the Purchaser in this Agreement untrue
or incorrect in any respect.

SECTION 5.06. NO SOLICITATION OR NEGOTIATION. The Sellers agree that
between the date of this Agreement and the earlier of (a) the Closing and (b)
the termination of this Agreement, none of the Sellers, the Company, any of its
Affiliates, officers or directors or any of their respective representatives or
agents will (i) solicit, initiate, consider, encourage or accept any other
proposals or offers from any Person (A) relating to any acquisition or purchase
of all or any portion of the capital stock of the Company or the Assets (other
than Inventory to be sold in the ordinary course of business consistent with
past practice) or (B) to enter into any merger, consolidation, business
combination, recapitalization, reorganization or other extraordinary business
transaction involving or otherwise relating to the Company or (ii) participate
in any discussions, conversations, negotiations and other communications
regarding, or furnish to any other Person any information with respect to, or
otherwise cooperate in any way with, assist or participate in, or facilitate or
encourage any effort or attempt by any other Person to seek to do any of the
foregoing. The Sellers immediately shall cease and cause to be terminated all
existing discussions, conversations, negotiations and other communications with
any Persons conducted heretofore with respect to any of the foregoing. The
Sellers shall notify the Purchaser promptly if any such proposal or offer, or
any inquiry or other contact with any Person with respect thereto, is made and
shall, in any such notice to the Purchaser, indicate in reasonable detail the
identity of the Person making such proposal, offer, inquiry or contact and the
terms and conditions of such proposal, offer, inquiry or other contact. The
Sellers agree not to, and to cause the Company not to, without the prior written
consent of the Purchaser, release any Person from, or waive any provision of,
any confidentiality or standstill agreement to which any Seller or the Company
is a party.
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SECTION 5.07. USE OF INTELLECTUAL PROPERTY. (A) The Sellers acknowledges
that, from and after the Closing, the Company Intellectual Property shall be
owned by the Company, that none of the Sellers shall have any rights in the
Company Intellectual Property and that none of the Sellers will contest the
ownership or validity of any rights of the Purchaser or the Company in or to the
Company Intellectual Property.

(b) From and after the Closing, none the Sellers shall use any of the
Company Intellectual Property or any of the Licensed Intellectual Property.



SECTION 5.08. RELEASE OF INDEMNITY OBLIGATIONS. The Sellers covenant and
agree, on or prior to the Closing, to execute and deliver to the Company, for
the benefit of the Company, a general release and discharge, in form and
substance satisfactory to the Purchaser, releasing and discharging the Company
from any and all obligations to indemnify any Seller or otherwise hold it
harmless pursuant to any agreement or other arrangement entered into prior to
the Closing.

SECTION 5.09. INTERCOMPANY ARRANGEMENTS. Prior to the Closing, the
Sellers shall cause any contract or arrangement that is disclosed (or should
have been disclosed) in Section 3.14(a) (v) of the Disclosure Schedule, other
than those contracts or arrangements set forth in Section 5.09 of the Disclosure
Schedule, to be terminated or otherwise amended to exclude the Company as a
party thereto.

SECTION 5.10. PAYMENTS ON BEHALF OF AFFILIATES. Payments made or
received by the Purchaser pursuant to Article II, Article VI or Article VIII
hereof shall, in appropriate circumstances, be made on behalf of, or received in
trust for the benefit of, the relevant Affiliate of the Purchaser. The Purchaser
may direct in writing any such payment to be made by or to the appropriate
Affiliate, and the Sellers shall comply with any such direction received at
least two Business Days prior to the date such payment is due.

SECTION 5.11. EMPLOYEE MATTERS. As of the date of the Closing, each
then-current employee of the Company (a "Transferred Employee") shall cease to
be covered by the Plans and shall be covered by the employee benefit plans of
Purchaser or its Affiliate. The medical, dental and health plans of the
Purchaser or its Affiliate applicable to each Transferred Employee (i) shall not
contain any exclusions for pre-existing conditions, (ii) shall cover as of the
date of the Closing each Transferred Employee who was covered by a comparable
Plan immediately prior to the date of the Closing and (iii) shall credit each
Transferred Employee for the plan year of the Company in which the date of the
Closing occurs with all deductibles and co-payments applicable to the portion of
such plan year occurring prior to the date of the Closing. In addition,
Purchaser or its Affiliate shall grant each Transferred Employee full credit for
all periods of employment with the Company for eligibility, vesting and accrual
purposes under the employee benefit plans of Purchaser or its Affiliate
applicable to such Transferred Employee (except that this sentence shall not
obligate Purchaser or any of its Affiliates to grant benefit accrual service
under any defined benefit pension plan for any period of employment occurring
prior to the date of the Closing); provided, however, that such crediting of
service shall not operate to duplicate any benefit to any such employee or the
funding for any such benefit.

SECTION 5.12. NON-COMPETITION. (A) Each of the Sellers agrees that, for
a period of five years after the Closing Date (the "Restricted Period"), without
the prior written consent of the Purchaser, such Seller shall not, directly or
indirectly, (i) engage in any activity anywhere in the Restricted Territory
involving the provision of post-secondary education services of the kind
provided by the Company, the Institution or the Business (a "Restricted
Business"), or (ii) own an interest in, manage, operate, join, control, lend
money or render financial or other assistance to, or participate in or be
connected with, as an officer, employee, partner, stockholder, agent or
consultant, any Restricted Business. For purposes of this Section 5.12(a), the
"Restricted Territory" means the State of Florida.

(b) As a separate and independent covenant, each of the Sellers agrees
with the Purchaser that, for a period of five years following the Closing, such
Seller will not in any way, directly or indirectly, interfere with or attempt to
interfere with any officers, employees, representatives or agents of the Company
or the Business, or induce or attempt to induce any of them to leave the employ
of the Purchaser, the Company or the Business or violate the terms of their
contracts, or any employment arrangements, with the Purchaser; PROVIDED,
HOWEVER, that the foregoing will not prohibit a general solicitation to the
public of general advertising.
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(c) The Restricted Period shall be extended by the length of any period
during which any Seller is in breach of the terms of this Section 5.12.

(d) Each of the Sellers acknowledges that the covenants set forth in
this Section 5.12 are an essential element of this Agreement and that, but for



their agreement to comply with these covenants, the Purchaser would not have
entered into this Agreement. Each of the Sellers acknowledges that (i) this
Section 5.12 constitutes an independent covenant that shall not be affected by
performance or nonperformance of any other provision of this Agreement by the
Purchaser, and (ii) $200,000 of the Purchase Price shall be consideration
allocable to such independent covenant. Each of the Sellers has independently
consulted with its counsel and after such consultation agrees that the covenants
set forth in this Section 5.12 are reasonable and proper.

SECTION 5.13. PAYMENT OBLIGATIONS. Immediately following the Closing,
the Sellers shall pay all outstanding amounts with respect to and satisfy in
full, and shall deliver to the Purchaser "payoff" letters or similar releases or
confirmations from third parties in forms reasonably satisfactory to the
Purchaser with respect to, the obligations set forth in Section 5.13(a) of the
Disclosure Schedule. The Sellers shall be responsible for all costs and expenses
related to the capital projects described in Section 5.13(b) of the Disclosure
Schedule.

SECTION 5.14. INVESTMENTS. The Sellers shall take all actions necessary
to distribute, prior to the Closing, to the Sellers all the right, title,
interest and obligation related to each investment listed in Section 5.14 of the
Disclosure Schedule.

SECTION 5.15. FURTHER ACTION. Each of the parties hereto shall use all
reasonable efforts to take, or cause to be taken, all appropriate action, do or
cause to be done all things necessary, proper or advisable under applicable Law,
and to execute and deliver such documents and other papers, as may be required
to carry out the provisions of this Agreement and consummate and make effective
the transactions contemplated by this Agreement.

ARTICLE VI
TAX MATTERS

SECTION 6.01. INDEMNITY. (A) The Sellers agree to indemnify and hold
harmless, on a joint and several basis, the Purchaser and the Company against
Excluded Taxes and, except as otherwise provided in Section 6.04, against any
loss, damage, liability or expense, including reasonable fees for attorneys and
other outside consultants incurred in contesting or otherwise in connection with
any such Taxes.

(b) In the case of Taxes that are payable with respect to a Straddle
Period, the portion of any such Tax that is allocable to the portion of the
Straddle Period ending on the date of the Closing shall be:

(i) in the case of Taxes that are either (x) based upon or
related to income or receipts, or (y) imposed in connection with any
sale or other transfer or assignment of property (real or personal,
tangible or intangible) (other than conveyances pursuant to this
Agreement, as provided under Section 6.07), deemed equal to the amount
which would be payable if the taxable year ended on the date of the
Closing; and

(ii) in the case of Taxes imposed on a periodic basis with
respect to the assets of the Company or otherwise measured by the level
of any item, deemed to be the amount of such Taxes for the entire period
(or, in the case of such Taxes determined on an arrears basis, the
amount of such Taxes for the immediately preceding period), multiplied
by a fraction, the numerator of which is the number of calendar days in
the period ending on the date of the Closing and the denominator of
which is the number of calendar days in the entire Straddle Period. Any
credit or refund resulting from an overpayment of Taxes for a Straddle
Period shall be prorated based upon the method employed in this Section
6.01 (b) taking into account the type of the Tax to which the refund
relates. In the case of any Tax based upon or measured by capital
(including net worth or long-term debt) or intangibles, any amount
thereof required to be allocated under this Section 6.01(b) shall be
computed by reference to the level of such items on the date of the
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Closing. All determinations necessary to effect the foregoing
allocations shall be made in a manner consistent with prior practice of
the Company.



SECTION 6.02. RETURNS AND PAYMENTS. (A) From the date of this Agreement
through and after the Closing, the Sellers shall prepare and file or otherwise
furnish in proper form to the appropriate Governmental Authority (or cause to be
prepared and filed or so furnished) in a timely manner all Tax Returns relating
to the Company that are due on or before or relate to any taxable period ending
on or before the date of the Closing (and the Purchaser shall do the same with
respect to any taxable period ending after the Closing). Tax Returns of the
Company not yet filed for any taxable period that begins before the date of the
Closing shall be prepared in a manner consistent with past practices employed
with respect to the Company (except to the extent that counsel for the Sellers
or the Company renders a legal opinion that there is no reasonable basis in law
therefor or determines that a Tax Return cannot be so prepared and filed without
being subject to penalties). With respect to any such Tax Return required to be
filed by the Purchaser or the Sellers, the filing party shall provide the other
party and its authorized representatives with a copy of such completed Tax
Return and, if applicable, a statement certifying the amount of Tax shown on
such Tax Return that is allocable to such other party pursuant to Section
6.01(b), together with appropriate supporting information and schedules at least
20 Business Days prior to the due date (including any extension hereof) for the
filing of such Tax Return, and such other party and its authorized
representatives shall have the right to review and comment on such Tax Return
and statement prior to the filing of such Tax Return.

(b) The Sellers shall pay, or cause to be paid, when due and payable all
Taxes with respect to the Company for any Pre-Closing Period, and the Purchaser
shall so pay or cause to be paid Taxes for any Post-Closing Period (subject to
its right of indemnification from the Sellers by the date set forth in Section
6.05 for Taxes attributable to the portion of any Straddle Period pursuant to
Sections 6.01(a) and 6.01 (b)) .

SECTION 6.03. REFUNDS. Any Tax refund (including any interest with
respect thereto) relating to the Company for any Pre-Closing Period, other than
Tax refunds to the extent of the amount included in Working Capital, shall be
the property of the Sellers, and if received by the Purchaser or the Company
shall be paid over promptly to the Principal Seller for distribution to the
Sellers. Notwithstanding the foregoing, (a) any Tax refund (or equivalent
benefit to the Sellers through a reduction in Tax liability) for any Pre-Closing
Period arising out of the carryback of a loss of credit incurred by the Company
in any Post-Closing Period shall be the property of the Purchaser and, if
received by the Sellers, shall be paid over promptly to the Purchaser; and (b)
if a taxing authority subsequently disallows any refund with respect to which
the Sellers have received a payment pursuant to this Section 6.03, the Sellers
shall promptly pay (or cause to be paid) to the Purchaser the full amount of
such refund (including any interest with respect thereto).

SECTION 6.04. CONTESTS. (A) After the Closing, the Purchaser shall
promptly notify the Principal Seller in writing of any written notice of a
proposed assessment or claim in an audit or administrative or judicial
proceeding of the Purchaser or the Company which, if determined adversely to the
taxpayer, would be grounds for indemnification under this Article VI; provided,
however, that the failure to give such notice will not affect the Purchaser's
right to indemnification under this Article VI except to the extent, if any,
that, but for such failure, the Sellers could have avoided all or a portion of
the Tax liability in question.

(b) In the case of an audit or administrative or judicial proceeding
that relates to Pre-Closing Periods, provided that, and only to the extent that,
the Sellers acknowledge in writing their liability under this Agreement to hold
the Purchaser and the Company harmless against the full amount of any adjustment
which may be made as a result of such audit or proceeding that relates to
Pre-Closing Periods, the Principal Seller shall have the right at his expense to
participate in and control the conduct of such audit or proceeding; the
Purchaser also may participate in any such audit or proceeding and, if the
Principal Seller does not assume the defense of any such audit or proceeding,
the Purchaser may defend the same in such manner as it may deem appropriate,
including settling such audit or proceeding after five days prior written notice
to the Principal Seller setting forth the terms and conditions of settlement.
Notwithstanding anything to the contrary contained in Section 8.05, in the event
that issues relating to a potential adjustment for which the Sellers have
acknowledged liability are required to be contested in the same audit or
proceeding as separate issues relating to a potential adjustment for which the
Purchaser would be liable, the Purchaser shall have the right, at its expense,
to control the audit or proceeding with respect to the latter issues.
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(c) Notwithstanding anything to the contrary contained in Section 8.05,
with respect to issues relating to a potential adjustment for which both the
Sellers (as evidenced by its written acknowledgement under this Section 6.04)
and the Purchaser or the Company could be liable, (i) both the Principal Seller
and the Purchaser may participate in the audit or proceeding and (ii) the audit
or proceeding shall be controlled by that party which would bear the burden of
the greater portion of the sum of the adjustment and any corresponding
adjustments that may reasonably be anticipated for future taxable periods. The
principle set forth in this Section 6.04(c) also shall govern for purposes of
deciding any issue that must be decided jointly (including choice of judicial
forum) in situations in which separate issues are otherwise controlled under
this Article VI by the Purchaser and the Principal Seller.

(d) With respect to any Tax audit or proceeding for a taxable period
that begins before the date of the Closing, neither the Purchaser nor the
Principal Seller shall enter into any compromise or agree to settle any claim
pursuant to such audit or proceeding which would adversely affect the other
party for such taxable period or a subsequent taxable period without the written
consent of the other party, which consent may not be unreasonably withheld. The
Purchaser and the Principal Seller agree to cooperate, and the Purchaser agrees
to cause the Company to cooperate, in the defense against or compromise of any
claim in any such audit or proceeding.

SECTION 6.05. TIME OF PAYMENT. Payment by the Sellers of any amounts due
under this Article VI in respect of Taxes shall be made (a) at least three
Business Days before the due date of the applicable estimated or final Tax
Return required to be filed by the Purchaser on which is required to be reported
income for a taxable period ending after the date of the Closing for which the
Sellers are responsible under Sections 6.01(a) and 6.01(b) without regard to
whether the Tax Return shows overall net income or loss for such period or (b)
within three Business Days following an agreement between the Principal Seller
and the Purchaser that an indemnity amount is payable, an assessment of a Tax by
a taxing authority, or a "determination" as defined in Section 1313 (a) of the
Code. If liability under this Article VI is in respect of costs or expenses
other than Taxes, payment by the Sellers of any amounts due under this Article
VI shall be made within five Business Days after the date when the Principal
Seller has been notified by the Purchaser that the Sellers have a liability for
a determinable amount under this Article VI and is provided with calculations or
other materials supporting such liability.

SECTION 6.06. TAX COOPERATION AND EXCHANGE OF INFORMATION. The Sellers
and the Purchaser shall provide each other with such cooperation and information
as either of them reasonably may request of the other (and the Purchaser shall
cause the Company to provide such cooperation and information) in (a) filing any
Tax Return, amended Tax Return or claim for refund, (b) determining a liability
for Taxes or a right to a refund of Taxes, (c) participating in or conducting
any audit or other proceeding in respect of Taxes, or (d) making representations
to or furnishing information to parties subsequently desiring to purchase any
part of the Assets, the Business or the Company from the Purchaser. Such
cooperation and information shall include providing copies of relevant Tax
Returns or portions thereof, together with related work papers and documents
relating to rulings or other determinations by taxing authorities. The Sellers
and the Purchaser shall make themselves (and their respective employees)
reasonably available on a mutually convenient basis to provide explanations of
any documents or information provided under this Section 6.06. Notwithstanding
anything to the contrary in Section 5.02, each Seller and the Purchaser shall
retain all Tax Returns, work papers and all material records or other documents
in its possession (or in the possession of its Affiliates) relating to Tax
matters of the Company for any taxable period that includes the date of the
Closing and for all prior taxable periods until the later of (i) the expiration
of the statute of limitations of the taxable periods to which such Tax Returns
and other documents relate, without regard to extensions, and (ii) six years
following the due date (without extension) for such Tax Returns. After such
time, before any Seller or the Purchaser shall dispose of any such documents in
his, her or its possession (or in the possession of Affiliates), the other
parties shall be given an opportunity, after 90 days prior written notice, to
remove and retain all or any part of such documents as such other party may
select (at such other party's expense). Any information obtained under this
Section 6.06 shall be kept confidential, except as may be otherwise necessary in
connection with the filing of Tax Returns or claims for refund or in conducting
an audit or other proceeding.

SECTION 6.07. CONVEYANCE TAXES. The Sellers shall be liable for and
shall hold the Purchaser harmless against, on a joint and several basis, any



Conveyance Taxes which become payable in connection with the transactions
contemplated by this Agreement. The Sellers, after the review and consent by the
Purchaser, shall file such applications and documents as shall permit any such
Conveyance Taxes to be assessed and paid on or prior to the Closing in
accordance with any available pre-sale filing procedure. The Purchaser shall
execute and deliver all instruments and certificates necessary to enable the
Sellers to comply with the foregoing. The Purchaser shall

36

complete and execute a resale or other exemption certificate with respect to the
inventory items sold hereunder, and shall provide the Sellers with an executed
copy thereof.

SECTION 6.08. MISCELLANEQOUS. (A) The Sellers and the Purchaser agree to
treat all payments made by either of them to or for the benefit of the other
(including any payments to the Company) under this Article VI, under other
indemnity provisions of this Agreement and for any misrepresentations or
breaches of warranties or covenants as adjustments to the Purchase Price or as
capital contributions for Tax purposes and that such treatment shall govern for
purposes hereof except to the extent that the Laws of a particular jurisdiction
provide otherwise, in which case such payments shall be made in an amount
sufficient to indemnify the relevant party on an after-Tax basis.

(b) All payments payable under any tax sharing agreement or arrangement
between any Seller and the Company for any taxable period ending on or prior to
the date of the Closing shall be calculated on a basis consistent with past
practice and shall be payable in full prior to the Closing. Any such tax sharing
agreement or arrangement between any Seller and the Company shall be terminated
prior to the Closing.

(c) Notwithstanding any provisions in this Agreement to the contrary,
the obligations of the Sellers to indemnify and hold harmless the Purchaser and
the Company pursuant to this Article VI, and the representations and warranties
contained in Section 3.24, shall terminate at the close of business on the 120th
day following the expiration of the applicable statute of limitations with
respect to the Tax liabilities in question (giving effect to any waiver,
mitigation or extension thereof).

(d) From and after the date of this Agreement, no Seller shall, without
the prior written consent of the Purchaser (which may, in its sole and absolute
discretion, withhold such consent), make, or cause or permit to be made, any Tax
election that would affect the Company.

(e) For purposes of this Article VI, "the Purchaser" and "a Seller,"
respectively, shall include each member of the affiliated group of corporations
of which it is or becomes a member (other than the Company, except to the extent
expressly referenced) .

(f) The Purchaser shall be entitled to recover professional fees and
related costs that it may reasonably incur to enforce the provisions of this
Article VI.

(g) Notwithstanding anything to the contrary in this Agreement, the
rights and obligations of the parties with respect to indemnification for any
and all Tax matters shall be governed solely by this Article VI.

ARTICLE VII
CONDITIONS TO CLOSING

SECTION 7.01. CONDITIONS TO OBLIGATIONS OF THE SELLERS. The obligations
of the Sellers to consummate the transactions contemplated by this Agreement
shall be subject to the fulfillment or waiver, at or prior to the Closing, of
each of the following conditions:

(a) REPRESENTATIONS, WARRANTIES AND COVENANTS. The
representations and warranties of the Purchaser contained in this
Agreement shall have been true and correct when made and shall be true
and correct in all material respects as of the Closing, in each case
with the same force and effect as if made as of the Closing Date, other
than such representations and warranties as are made as of another date
which shall be true and correct in all material respects as of such
date; the covenants and agreements contained in this Agreement to be



complied with by the Purchaser on or before the Closing Date shall have
been complied with in all material respects, and the Sellers shall have
received a certificate from the Purchaser to such effect signed,
respectively, by a duly authorized officer thereof; and

(b) NO ORDER. No Governmental Authority shall have enacted,
issued, promulgated, enforced or entered any Law or Governmental Order
which is in effect and has the effect of making the
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transactions contemplated by this Agreement illegal or otherwise
restraining or prohibiting consummation of such transactions.

SECTION 7.02. CONDITIONS TO OBLIGATIONS OF THE PURCHASER. The
obligations of the Purchaser to consummate the transactions contemplated by this
Agreement shall be subject to the fulfillment or waiver, at or prior to the
Closing, of each of the following conditions:

(a) REPRESENTATIONS, WARRANTIES AND COVENANTS. The
representations and warranties of the Sellers and contained in this
Agreement (i) that are not qualified by "materiality" or "Material
Adverse Effect" shall have been true and correct when made and shall be
true and correct in all material respects as of the Closing Date, with
the same force and effect as if made as of the Closing Date and (ii)
that are qualified by "materiality" or "Material Adverse Effect" shall
have been true and correct when made and shall be true and correct as of
the Closing Date with the same force and effect as if made as of the
Closing Date, other than, in each case, such representations and
warranties as are made as of another date, which shall be true and
correct as set forth in clause (i) or (ii), as applicable, as of such
date; the covenants and agreements contained in this Agreement to be
complied with by the Sellers on or before the Closing Date shall have
been complied with in all material respects, and the Purchaser shall
have received a certificate of the Sellers to such effect signed by a
duly authorized officer thereof;

(b) NO ORDER. No Governmental Authority shall have enacted,
issued, promulgated, enforced or entered any Law or Governmental Order
which is in effect and has the effect of making the transactions
contemplated by this Agreement illegal or otherwise restraining or
prohibiting consummation of such transactions;

(c) CONSENTS AND APPROVALS. The Sellers shall have delivered to
the Purchaser the Required Consents and the consent referenced in
Section 3.05 of the Disclosure Schedule, and the Purchaser shall have
received the U.S. DOE Pre-Closing Notice and any other pre-Closing
authorizations, consents, orders and approvals listed in Sections 3.06
and 4.03 of the Disclosure Schedule;

(d) TITLE INSURANCE FOR OWNED REAL PROPERTY. The Purchaser shall
receive, at the Purchaser's expense, from Attorney's Title Insurance
Fund, Inc. or any other company approved by the Purchaser (the "TITLE
COMPANY"), an owner's policy of title insurance, or irrevocable and
unconditional binder to issue the same, dated, or updated to, the date
of the Closing, insuring, or committing to insure, at its ordinary
premium rates, the Purchaser's good and marketable title in fee simple
to the Owned Real Property, subject only to the Permitted Encumbrances
and the items set forth in Schedule B to the lender's policy of title
insurance already in place with respect to the Owned Real Property, with
all standard printed exceptions waived, and containing such affirmative
endorsements as desired by the Purchaser, acting reasonably;

(e) SURVEY. The Purchaser shall have received, at the
Purchaser's expense, a currently dated as-built ALTA survey of the Owned
Real Property, prepared and certified to the Purchaser and the Title
Company by a certified or registered surveyor approved by the Purchaser.
Such survey shall (i) be in form and substance satisfactory to the
Purchaser and the Title Company; (ii) show any improvements, the
location of all easements, rights of way, sewer and water lines,
building lines and encroachments, the location of all required building
set-back lines and other dimensional regulations and any wetlands; and
(1ii) show the location of all abutting or adjoining streets, alleys,
curb cuts and the like. In addition, the Purchaser shall have received a



Surveyor's Certificate executed by such surveyor, in form and substance
reasonably satisfactory to Purchaser;

(f) NO MATERIAL ADVERSE EFFECT. No event or events shall have
occurred, which, individually or in the aggregate, have, or would
reasonably be expected to have, a Material Adverse Effect; and

(g) OPINION. The Purchaser shall have received a regulatory
opinion from Drinker Biddle & Reath LLP, dated as of the Closing Date,
substantially in the form and to the effect of Exhibit 7.02(g) hereto.
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ARTICLE VIII
INDEMNIFICATION

SECTION 8.01. SURVIVAL OF REPRESENTATIONS AND WARRANTIES. (A) The
representations and warranties of the Sellers contained in this Agreement and
the Ancillary Agreements to which any Seller is a party shall survive the
Closing for eighteen months from the Closing Date; provided, however, that (i)
the representations and warranties made pursuant to Sections 3.01
(Organization), 3.03 (Capitalization), 3.18 (Assets) and 3.29 (Brokers) shall
survive indefinitely, and (ii) the representations and warranties dealing with
Tax matters shall survive the Closing until 120 calendar days following the
expiration of the applicable statute of limitations governing such claims
(giving effect to any waiver or extension thereof). Neither the period of
survival nor the liability of the Sellers with respect to the Sellers'
representations and warranties shall be reduced by any investigation made at any
time by or on behalf of the Purchaser. If written notice of a claim has been
given prior to the expiration of the applicable representations and warranties
by the Purchaser to the Principal Seller, then the relevant representations and
warranties shall survive as to such claim until such claim has been finally
resolved.

(b) The representations and warranties of the Purchaser contained in
this Agreement and the Ancillary Agreements to which the Purchaser is a party
shall survive the Closing for eighteen months from the Closing Date. Neither the
period of survival nor the liability of the Purchaser with respect to such
party's representations and warranties shall be reduced by any investigation
made at any time by or on behalf of the Sellers. If written notice of a claim
has been given prior to the expiration of the applicable representations and
warranties by the Sellers to the Purchaser, then the relevant representations
and warranties shall survive as to such claim until such claim has been finally
resolved.

SECTION 8.02. INDEMNIFICATION BY THE SELLERS. (A) The Purchaser and its
Affiliates and the officers, directors, employees and agents of the foregoing
(each a "Purchaser Indemnified Party") shall be indemnified and held harmless,
on a joint and several basis, by the Sellers for and against any and all
Liabilities, losses, damages, claims, costs and expenses, interest, awards,
judgments and penalties (including reasonable attorneys' fees and expenses)
actually suffered or incurred by them (including any Action brought or otherwise
initiated by any of them) (hereinafter a "Loss") arising out of or resulting
from:

(i) the breach of any representation or warranty made by the
Sellers contained in any Acquisition Document, in each case without
giving effect to any materiality or "Material Adverse Effect" qualifiers
set forth therein;

(1ii) the breach of any covenant or agreement by the Sellers
contained in any Acquisition Document;

(iii) Liabilities of the Company to the extent not reflected on
the Closing Statement of Net Current Assets, whether arising before or
after the Closing, arising from or relating to the ownership or actions
or inactions of the Company or the conduct of the Business prior to the
Closing; or

(iv) any and all Losses suffered or incurred by the Purchaser or
the Company by reason of or in connection with any claim or cause of
action of any third party to the extent arising out of any action,
inaction, event, condition, liability or obligation of any Seller or the



Company occurring or existing prior to the Closing.

(b) To the extent that the undertakings of the Sellers set forth in this
Section 8.02 may be unenforceable, the Sellers shall contribute the maximum
amount that it is permitted to contribute under applicable Law to the payment
and satisfaction of all Losses incurred by the Purchaser Indemnified Parties.

SECTION 8.03. INDEMNIFICATION BY THE PURCHASER. (A) Each of the Sellers
(each a "Seller Indemnified Party") shall be indemnified and held harmless by
the Purchaser for and against any and all Losses arising out of or resulting
from:
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(1) the breach of any representation or warranty made by the
Purchaser contained in this Agreement or any of the Ancillary Agreements
to which the Purchaser is a party; or

(1) the breach of any covenant or agreement by the Purchaser
contained in this Agreement or any of the Ancillary Agreements to which
the Purchaser is a party.

(b) To the extent that the undertakings of the Purchaser set forth in
this Section 8.03 may be unenforceable, the Purchaser shall contribute the
maximum amount that it is permitted to contribute under applicable Law to the
payment and satisfaction of all Losses incurred by the Seller Indemnified
Parties.

SECTION 8.04. LIMITS ON INDEMNIFICATION. Notwithstanding anything to the
contrary contained in this Agreement, (a) an Indemnifying Party shall not be
liable for any claim for indemnification pursuant to Section 8.02(a) (i) or
8.03(a) (1), as applicable, unless and until the aggregate amount of
indemnifiable Losses which may be recovered from the Indemnifying Party equals
or exceeds $250,000, after which the Indemnifying Party shall be liable only for
those Losses in excess of $250,000, and (b) the maximum amount of indemnifiable
Losses which may be recovered from an Indemnified Party pursuant to Section
8.02(a) (i) or 8.03(a) (i), as applicable, shall be an amount equal to $7,500,000.
The provisions of this Section 8.04 shall not apply with respect to
indemnification for Taxes.

SECTION 8.05. INDEMNIFICATION PROCEDURES. An Indemnified Party shall
give the Indemnifying Party notice of any matter that an Indemnified Party has
determined has given or could give rise to a right of indemnification under this
Agreement, within 30 days of such determination, stating the amount of the Loss,
if known, and method of computation thereof, and containing a reference to the
provisions of this Agreement in respect of which such right of indemnification
is claimed or arises, provided, however, that the failure to provide such notice
to the Indemnifying Party shall not release or relieve the Indemnifying Party
from any of its obligations under this Article VIII except to the extent that
the Indemnifying Party is materially prejudiced by such failure and shall not
relieve the Indemnifying Party from any other obligation or Liability that it
may have to any Indemnified Party otherwise than under this Article VIII. The
obligations and Liabilities of the Indemnifying Party under this Article VIII
with respect to Losses arising from claims of any third party that are subject
to the indemnification provided for in this Article VIII ("Third Party Claims")
shall be governed by and be contingent upon the following additional terms and
conditions: if the Indemnifying Party acknowledges in writing its obligation to
indemnify the Indemnified Party hereunder against any Losses that may result
from such Third Party Claim, the Indemnifying Party shall be entitled to assume
and control the defense of such Third Party Claim at its expense and through
counsel of its choice if it gives written notice of its intention to do so to
the Indemnified Party within 10 days of the receipt of such notice from the
Indemnified Party; provided, however, that, if there exists or is reasonably
likely to exist a conflict of interest that would make it inappropriate, in the
judgment of the Indemnified Party, in its reasonable discretion, for the same
counsel to represent both the Indemnified Party and the Indemnifying Party, then
the Indemnified Party shall be entitled to retain its own counsel in each
jurisdiction for which the Indemnified Party determines counsel is required at
the expense of the Indemnifying Party, and provided, further, that in the event
of a Third-Party Claim relating to Taxes, the Indemnified Party shall be
entitled to retain control to the extent that the Third Party Claim involves
matters that are not indemnified hereunder or otherwise could increase the tax
liability for a period after the Closing Date. In the event that the
Indemnifying Party exercises the right to undertake any such defense against any



such Third Party Claim as provided above, the Indemnified Party shall cooperate
with the Indemnifying Party in such defense and make available to the
Indemnifying Party, at the Indemnifying Party's expense, all witnesses,
pertinent records, materials and information in the Indemnified Party's
possession or under the Indemnified Party's control relating thereto as is
reasonably required by the Indemnifying Party. Similarly, in the event the
Indemnified Party is, directly or indirectly, conducting the defense against any
such Third Party Claim, the Indemnifying Party shall cooperate with the
Indemnified Party in such defense and make available to the Indemnified Party,
at the Indemnifying Party's expense, all such witnesses, records, materials and
information in the Indemnifying Party's possession or under the Indemnifying
Party's control relating thereto as is reasonably required by the Indemnified
Party. No such Third Party Claim may be settled by the Indemnifying Party
without the prior written consent of the Indemnified Party, which consent shall
not be unreasonably withheld. The Indemnifying Party will make promptly any
payment required to be made by it to the Indemnified Party under this Article
VIII. Notwithstanding the foregoing, if an Indemnified Party reasonably believes
an adverse determination with respect to the action, lawsuit, investigation,
proceeding or other claim giving rise to such claim for indemnification could
materially adversely affect any Educational Approval of the Institution or the
Institution's ability to participate fully
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in the Title IV Programs, the Indemnified Party may, by notice to the
Indemnifying Party, assume the exclusive right to defend, compromise, or settle
such matter, provided that the Indemnifying Party shall not be bound by a
settlement effected without its consent (which may not be unreasonably
withheld) .

SECTION 8.06. DISTRIBUTIONS FROM ESCROW ACCOUNT. In the event that (a)
the Principal Seller shall not have objected to the amount claimed by the
Purchaser for indemnification with respect to any Loss in accordance with the
procedures set forth in the Escrow Agreement or (b) the Principal Seller shall
have delivered notice of its disagreement as to the amount of any
indemnification requested by the Purchaser and either (i) the Principal Seller
and the Purchaser shall have, subsequent to the giving of such notice, mutually
agreed that the Sellers are obligated to indemnify the Purchaser for a specified
amount and shall have so jointly notified the Escrow Agent or (ii) a final
nonappealable judgment shall have been rendered by the court having jurisdiction
over the matters relating to such claim by the Purchaser for indemnification
from the Sellers and the Escrow Agent shall have received, in the case of clause
(i) above, written instructions from the Principal Seller and the Purchaser or,
in the case of clause (ii) above, a copy of the final nonappealable judgment of
the court, the Escrow Agent shall deliver to the Purchaser from the Escrow
Account any amount determined to be owed to the Purchaser under this Article
VIII in accordance with the Escrow Agreement. If and to the extent the Escrow
Amount is insufficient to cover any amount determined to be owed to the
Purchaser under this Article VIII, then the Sellers shall pay the amount of such
deficiency to the Purchaser by wire transfer in immediately available funds to a
bank account designated by the Purchaser.

ARTICLE IX
TERMINATION, AMENDMENT AND WAIVER

SECTION 9.01. TERMINATION. This Agreement may be terminated at any time
prior to the Closing:

(a) by either the Sellers or the Purchaser if the Closing shall
not have occurred on or before August 1, 2006; PROVIDED, HOWEVER, that
the right to terminate this Agreement under this Section 9.01(a) shall
not be available to a party whose failure to fulfill any obligation
under this Agreement shall have been the cause of, or shall have
resulted in, the failure of the Closing to occur on or prior to such
date;

(b) by the Purchaser, upon a material breach of any
representation, warranty, covenant or agreement of the Sellers set forth
in this Agreement, or if any representation or warranty of the Sellers
shall have become untrue, in either case such that the conditions set
forth in Section 7.02 would not be satisfied; PROVIDED, HOWEVER, that if
such breach is curable by the Sellers through the exercise of its
reasonable best efforts within 30 days of its receipt of the Purchaser's



written notice of such breach, then the Purchaser may not terminate this
Agreement pursuant to this Section 9.01(b) prior to the expiration of
such 30-day period;

(c) by the Sellers, upon a material breach of any
representation, warranty, covenant or agreement of the Purchaser set
forth in this Agreement, or if any representation or warranty of the
Purchaser shall have become untrue, in either case such that the
conditions set forth in Section 7.01 would not be satisfied; PROVIDED,
HOWEVER, that if such breach is curable by the Purchaser through the
exercise of its reasonable best efforts within 30 days of its receipt of
the Principal Seller's written notice of such breach, then the Sellers
may not terminate this Agreement pursuant to this Section 9.01(c) prior
to the expiration of such 30-day period;

(d) by either the Purchaser or the Sellers in the event that any
Governmental Authority shall have issued a Governmental Order or taken
any other action restraining, enjoining or otherwise prohibiting the
transactions contemplated by this Agreement and such Governmental Order
or other action shall have become final and nonappealable; or

(b) by the mutual written consent of the Sellers and the
Purchaser.
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SECTION 9.02. EFFECT OF TERMINATION. (A) In the event of termination of
this Agreement as provided in Section 9.01, this Agreement shall forthwith
become void and there shall be no liability on the part of any party hereto
relating to or arising out of this Agreement except (i) as set forth in Section
5.03 and Article X and (ii) that nothing herein shall relieve any party from
liability for any breach of this Agreement.

SECTION 9.03. AMENDMENT. This Agreement may not be amended or modified
except (a) by an instrument in writing signed by or on behalf of the parties
hereto or (b) by a waiver in accordance with Section 9.04.

SECTION 9.04. WAIVER. Any party hereto may (a) extend the time for the
performance of any of the obligations or other acts of another party, (b) waive
any inaccuracies in the representations and warranties of another party
contained herein or in any document delivered by another party pursuant hereto
or (c) waive compliance with any of the agreements of another party or
conditions to such party's obligations contained herein. Any such extension or
waiver shall be valid only if set forth in an instrument in writing signed by
the party or parties to be bound thereby. Any waiver of any term or condition
shall not be construed as a waiver of any subsequent breach or a subsequent
waiver of the same term or condition, or a waiver of any other term or condition
of this Agreement. The failure of any party to assert any of its rights
hereunder shall not constitute a waiver of any of such rights. All rights and
remedies existing under this Agreement are cumulative to, and not exclusive of,
any rights or remedies otherwise available.

ARTICLE X
GENERAL PROVISIONS

SECTION 10.01. EXPENSES. Except as otherwise specified in this
Agreement, all costs and expenses, including fees and disbursements of counsel,
financial advisors and accountants, incurred in connection with this Agreement
and the transactions contemplated by this Agreement shall be paid by the party
incurring such costs and expenses, whether or not the Closing shall have
occurred.

SECTION 10.02. NOTICES. All notices, requests, claims, demands and other
communications hereunder shall be in writing and shall be given or made (and
shall be deemed to have been duly given or made upon receipt) by delivery in
person, by nationally recognized overnight courier service, by telecopy, by
facsimile, by email or by registered or certified mail (postage prepaid, return
receipt requested) to the respective parties at the following addresses (or at
such other address for a party as shall be specified in a notice given in
accordance with this Section 10.02):

(a) if to any Seller:



Richard I. Gouse

New England Institute of Technology, Inc.
2500 Post Road

Warwick, RI 02886-2266

Telephone: (401) 739-5000
Facsimile: (401) 738-8990
Email: rgouse@neit.edu

with a copy to:

Cameron & Mittleman LLP

56 Exchange Terrace
Providence, RI 02903
Telephone: (401) 331-5700
Facsimile: (401) 331-5787
Email: CCAMERON@CM-LAW.COM

Attention: E. Colby Cameron, Esqg.
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(b) if to the Purchaser:

Lincoln Technical Institute
200 Executive Drive
West Orange, NJ 07052

Telephone: (973) 736-9340

Facsimile: (973) 243-0841

Email: DCarney@lincolntech.com

Attention: David F. Carney, Chairman and Chief

Executive Officer
with a copy to:
Shearman & Sterling LLP

599 Lexington Avenue
New York, NY 10022-6069

Telephone: (212) 848-4000
Facsimile: (646) 848-8966
Email: cobrien@shearman.com

Attention: Clare O'Brien, Esqg.

SECTION 10.03. PUBLIC ANNOUNCEMENTS. None of the Sellers shall make, or
cause to be made, any press release or public announcement in respect of this
Agreement or the transactions contemplated by this Agreement or otherwise
communicate with any news media without the prior written consent of the
Purchaser.

SECTION 10.04. SEVERABILITY. If any term or other provision of this
Agreement is invalid, illegal or incapable of being enforced by any Law or
public policy, all other terms and provisions of this Agreement shall
nevertheless remain in full force and effect for so long as the economic or
legal substance of the transactions contemplated by this Agreement is not
affected in any manner materially adverse to any party. In addition, if any one
or more of the provisions contained in this Agreement is for any reason held to
be excessively broad as to duration, geographical scope, activity or subject, it
is to be construed by limiting and reducing it, so as to be enforceable to the
extent compatible with the applicable Law as it then appears. Upon such
determination that any term or other provision is invalid, illegal or incapable
of being enforced, the parties hereto shall negotiate in good faith to modify
this Agreement so as to effect the original intent of the parties as closely as
possible in an acceptable manner in order that the transactions contemplated by
this Agreement are consummated as originally contemplated to the greatest extent
possible.

SECTION 10.05. ENTIRE AGREEMENT. This Agreement, the Ancillary
Agreements and the Confidentiality Agreement constitute the entire agreement of
the parties hereto with respect to the subject matter hereof and thereof and
supersede all prior agreements and undertakings, both written and oral, between
the Sellers on the one hand, and the Purchaser, on the other hand, with respect
to the subject matter hereof and thereof.

SECTION 10.06. ASSIGNMENT. This Agreement may not be assigned by any
party hereto by operation of law or otherwise without the express written



consent of the other parties hereto (which consent may be granted or withheld in
the sole discretion of such parties); provided, that the Purchaser may assign
this Agreement or any of its rights and obligations hereunder to one or more
Affiliates of the Purchaser without the consent of the Principal Seller.

SECTION 10.07. NO THIRD PARTY BENEFICIARIES. Except for the provisions
of Article VIII relating to indemnified parties, this Agreement shall be binding
upon and inure solely to the benefit of the parties hereto and their permitted
assigns and nothing herein, express or implied, 1s intended to or shall confer
upon any other Person, including any spouses or dependents of the Sellers or of
such Persons, any legal or equitable right, benefit or remedy of any nature
whatsoever, including any rights of employment for any specified period, under
or by reason of this Agreement.

SECTION 10.08. SPECIFIC PERFORMANCE. Each of the Sellers acknowledges
and agrees that the Purchaser would be irreparably damaged if any of the
provisions of this Agreement are not performed in accordance
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with their specific terms and that any breach of this Agreement by the Sellers
could not be adequately compensated in all cases by monetary damages alone.
Accordingly, in addition to any other right or remedy to which the Purchaser may
be entitled, at law or in equity, it shall be entitled to enforce any provision
of this Agreement by a decree of specific performance and to temporary,
preliminary and permanent injunctive relief to prevent breaches or threatened
breaches of any of the provisions of this Agreement, without posting any bond or
other undertaking.

SECTION 10.09. GOVERNING LAW. This Agreement shall be governed by, and
construed in accordance with, the laws of the State of New York applicable to
contracts executed in and to be performed entirely within that State. All
Actions arising out of or relating to this Agreement shall be heard and
determined exclusively in any New York state or federal court. The parties
hereto hereby (a) submit to the exclusive jurisdiction of any state or federal
court sitting in the State of New York for the purpose of any Action arising out
of or relating to this Agreement brought by any party hereto, and (b)
irrevocably waive, and agree not to assert by way of motion, defense, or
otherwise, in any such Action, any claim that it is not subject personally to
the jurisdiction of the above-named courts, that its property is exempt or
immune from attachment or execution, that the Action is brought in an
inconvenient forum, that the venue of the Action is improper, or that this
Agreement or the transactions contemplated by this Agreement may not be enforced
in or by any of the above-named courts.

SECTION 10.10. WAIVER OF JURY TRIAL. Each of the parties hereto hereby
waives to the fullest extent permitted by applicable Law any right it may have
to a trial by jury with respect to any litigation directly or indirectly arising
out of, under or in connection with this Agreement or the transactions
contemplated by this Agreement. Each of the parties hereto (a) certifies that no
representative, agent or attorney of any other party has represented, expressly
or otherwise, that such other party would not, in the event of litigation, seek
to enforce that foregoing waiver and (b) acknowledges that neither it nor the
other parties hereto has been induced to enter into this Agreement and the
transactions contemplated by this Agreement, as applicable, by, among other
things, the mutual waivers and certifications in this Section 9.09.

SECTION 10.11. HEADINGS. The descriptive headings contained in this
Agreement are included for convenience of reference only and shall not affect in
any way the meaning or interpretation of this Agreement.

SECTION 10.12. COUNTERPARTS. This Agreement may be executed and
delivered (including by facsimile transmission) in one or more counterparts, and
by the different parties hereto in separate counterparts, each of which when
executed shall be deemed to be an original, but all of which taken together
shall constitute one and the same agreement.
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IN WITNESS WHEREOF, each Seller has executed this Agreement, and the
Purchaser has caused this Agreement to be executed by its officers thereunto
duly authorized, as of the date first written above.



LINCOLN TECHNICAL INSTITUTE, INC.

By: /s/ DAVID F. CARNEY

Name: David F. Carney
Title: Chairman and Chief
Executive Officer

/s/ RICHARD I. GOUSE

Richard I. Gouse

THE CAROLYN BETH GOUSE IRREVOCABLE TRUST

By: /s/ ANDREW T. GOUSE

Name: Andrew T. Gouse
Title: Trustee

/s/ ANDREW T. GOUSE

Andrew T. Gouse

/s/ SETH KURN

Seth Kurn

/s/ STEVEN L. MELTZER

Steven L. Meltzer



EXHIBIT 31.1
CERTIFICATION
I, David F. Carney, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Lincoln Educational
Services Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant's internal
control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting;
and

5. The registrant's other certifying officer(s) and I have disclosed, based on
our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: May 12, 2006

/S/ DAVID F. CARNEY

David F. Carney
Chairman & Chief Executive Officer



EXHIBIT 31.2
CERTIFICATION
I, Cesar Ribeiro, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Lincoln Educational
Services Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial
information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as
of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such
disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant's disclosure controls
and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the
period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant's internal
control over financial reporting that occurred during the registrant's most
recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting;
and

5. The registrant's other certifying officer(s) and I have disclosed, based on
our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of
directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design
or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or
other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: May 12, 2006

/S/ CESAR RIBEIRO

Cesar Ribeiro
Chief Financial Officer



EXHIBIT 32
CERTIFICATION

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

Each of the undersigned, David F. Carney, Chairman and Chief Executive
Officer of Lincoln Educational Services Corporation (the "Company"), and Cesar
Ribeiro, Chief Financial Officer of the Company, has executed this certification
in connection with the filing with the Securities and Exchange Commission of the
Company's Quarterly Report on Form 10-Q for the fiscal quarter ended March 31,
2006 (the "Report"). Each of the undersigned hereby certifies that, to his
knowledge:

1. The Report fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934; and

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

Date: May 12, 2006

/S/ DAVID F. CARNEY

David F. Carney
Chairman & Chief Executive Officer

/S/ CESAR RIBEIRO

Cesar Ribeiro
Chief Financial Officer
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