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PART 1
ITEM 1. BUSINESS
Overview

We are the leading provider of post-secondary education for students seeking careers as professional automotive,
diesel, collision repair, motorcycle and marine technicians as measured by total average undergraduate enrollment.
We offer undergraduate degree, diploma and certificate programs at 10 campuses across the United States. We also
offer manufacturer specific advanced training (MSAT) programs that are sponsored by the manufacturer or dealer, at
19 dedicated training centers. For the twelve months ended September 30, 2008, our average undergraduate
enrollment was 14,941 full-time students. We have provided technical education for over 40 years.

We believe the market for qualified service technicians is large and growing. In the most recent data provided, the
U.S. Department of Labor estimated that in 2006 there were approximately 773,000 working automotive technicians
in the United States, and this number was expected to increase by 14% from 2006 to 2016. Other 2006 estimates
provided by the U.S. Department of Labor indicate that from 2006 to 2016 the number of technicians in the other
industries we serve, including diesel repair, collision repair, motorcycle repair and marine repair, are expected to
increase by 12%, 12%, 13% and 19%, respectively. This need for technicians is due to a variety of factors, including
technological advancement in the industries our graduates enter, a continued increase in the number of automobiles,
trucks, motorcycles and boats in service, as well as an aging and retiring workforce that generally requires training to
keep up with technological advancements and maintain its technical competency. As a result of these factors, there
will be an average of approximately 43,600 new job openings annually for new entrants from 2006 to 2016 in the
fields we serve, according to data collected by the U.S. Department of Labor. In addition to the increase in demand for
newly qualified technicians, manufacturers, dealer networks, transportation companies and governmental entities with
large fleets are outsourcing their training functions, seeking preferred education providers which can offer high quality
curricula and have a national presence to meet the employment and advanced training needs of their national dealer
networks.

We work closely with leading original equipment manufacturers (OEMs) in the automotive, diesel, motorcycle and
marine industries to understand their needs for qualified service professionals. Through our relationships with OEMs,
we are able to continuously refine and expand our programs and curricula. We believe our industry-oriented
educational philosophy and national presence have enabled us to develop valuable industry relationships which
provide us with significant competitive strength and support our market leadership. We are a primary, and often the
sole, provider of manufacturer-based training programs pursuant to written agreements with various OEMs whereby
we offer technician training programs using OEM provided vehicles, equipment, specialty tools and curricula. These
OEMs include: Audi of America; American Honda Motor Co., Inc.; BMW of North America, LLC; Cummins, Inc.;
Daimler Trucks N.A.; Ford Motor Co.; Harley-Davidson Motor Co.; International Truck and Engine Corp.; Kawasaki
Motors Corp., U.S.A.; Mercedes-Benz USA, LLC; Mercury Marine; Nissan North America, Inc.; Toyota Motor Sales,
U.S.A., Inc.; Volkswagen of America, Inc.; Volvo Cars of North America, Inc. and Volvo Penta of the Americas, Inc.
In addition, we provide technician training programs pursuant to verbal agreements with the following OEMs:
American Honda Motor Co., Inc.; American Suzuki Motor Corp; Mercury Marine; Porsche Cars of North America,
Inc. and Yamaha Motor Corp., USA.

Through our campus-based undergraduate programs, we offer specialized technical education under the banner of

several well-known brands, including Universal Technical Institute (UTI), Motorcycle Mechanics Institute and
Marine Mechanics Institute (collectively, MMI) and NASCAR Technical Institute (NTI). The majority of our
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undergraduate programs are designed to be completed in 12 to 18 months and culminate in an associate of
occupational studies (AOS) degree, diploma or certificate, depending on the program and campus. Tuition ranges
from approximately $17,750 to $40,650 per program, primarily depending on the nature and length of the program.
Upon completion of one of our automotive or diesel undergraduate programs, qualifying students have the opportunity
to enroll in one of the manufacturer specific advanced training programs that we offer. These manufacturer programs
are offered in a facility in which the OEM supplies the vehicles, equipment, specialty tools and curricula. Tuition for
these advanced training programs is paid by each participating OEM or dealer in

1
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return for a commitment by the student to work for a dealer of that OEM upon graduation. We also provide continuing
education and training to experienced technicians at our customers sites or in our training facilities.

Available Information

Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments

to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 are

available on our website, www.uti.edu under the Investors Information SEC Filings captions, as soon as reasonably
practicable after we electronically file such material with, or furnish it to, the Securities and Exchange Commission
(SEC). Reports of our executive officers, directors and any other persons required to file securities ownership reports
under Section 16(a) of the Securities Exchange Act of 1934 are also available through our website. Information

contained on our website is not a part of this Report.

In Part III of this Form 10-K, we incorporate by reference certain information from parts of other documents filed with
the SEC, specifically our proxy statement for the 2009 Annual Meeting of Stockholders. The SEC allows us to

disclose important information by referring to it in that manner. Please refer to such information. We anticipate that on

or before January 16, 2009, our proxy statement for the 2009 Annual Meeting of Stockholders will be filed with the

SEC and available on our website at www.uti.edu under the Investors Information SEC Filings captions.

Information relating to corporate governance at UTI, including our Code of Conduct for all of our employees and our

Supplemental Code of Ethics for our Chief Executive Officer and senior financial officers, and information

concerning Board Committees, including Committee charters, is available on our website at www.uti.edu under the
Investors Information Corporate Governance captions. We will provide any of the foregoing information without

charge upon written request to Universal Technical Institute, Inc., 20410 North 19th Avenue, Suite 200, Phoenix,

Arizona 85027, Attention: Investor Relations.

Business Strategy

Our goal is to strengthen our position as the leading provider of post-secondary technical education services by
effectively recruiting, training and placing professional auto, diesel, collision repair, motorcycle and marine
technicians to meet the needs of our industry customers. To attain this goal, we intend to pursue the following
strategies:

Optimize Marketing and Sales. Since our founding in 1965, we have grown our business and expanded our
campus footprint to establish a national presence. Through the UTI, MMI and NASCAR Technical Institute
brands, our undergraduate campuses and advanced training centers currently provide us with local
representation covering several geographic regions across the United States. Supporting our campuses, we
maintain a national recruiting network of approximately 295 education representatives who are able to identify,
advise and enroll students from all 50 states and U.S. territories.

Our marketing strategies are designed to align lead generation and lead conversion tactics with specific potential
student segments. We leverage a web-centric lead generation platform that focuses on nationally efficient advertising
coupled with the internet, where our web site acts as the primary hub of our campaigns to inform, educate and convert
site visitors to leads. Currently, we advertise on television, radio and multiple internet sites, in magazines, and use
events, direct mail and telemarketing to reach prospective students.

Additionally, to enhance the productivity of our admissions representatives, we have increased our emphasis on local

marketing and outreach by driving potential prospective students to visit our campuses and take tours. Moreover, to
assist in converting prospective students to enrolled students, we deploy specific student contact strategies that deliver
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relevant content and messaging that matches where the prospective student is in his or her buying process. Through
the efforts of our national recruiting network combined with our marketing strategies, we seek to grow our student
population in order to improve our current capacity utilization.

Increase Funding Opportunities. Our students fund a significant portion of their education through traditional
governmental financial aid programs. They also finance a portion of their education through

2
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additional funding sources including commercial loan programs, alternative student loan options, a military
veteran tuition discount program and a need-based scholarship program. We also award merit-based
scholarships to participants in state, regional and national skills competitions including our own
UTlI-sponsored scholarship. Furthermore, we support the Career College Association s Imagine America
Program, which awards scholarships to students from eligible high schools.

The evolving federal student lending environment and the tightening credit market have created challenges for our
students to find acceptable financial solutions to fund the portion of their education not funded under the programs
discussed above. In response to the challenges experienced by our students, during 2008 we established a proprietary
loan program for students who are not able to fully finance the cost of their education through traditional funding
sources. The program is designed to offer terms which meet the needs of our students and are competitive with the
market.

Additionally, we have received approval from the Department of Education for all of our campuses to participate in
the William D. Ford Federal Direct Loan Program. We are taking the necessary steps to provide our students with the
opportunity to obtain loans directly from the U.S. Department of Education (ED) rather than from commercial lenders.

Seek New and Expand Existing Industry Relationships. We work closely with OEMs to develop
brand-specific education programs. Participating manufacturers typically assist us in the development of course
content and curricula, while providing us with equipment, specialty tools and parts at reduced prices or at no
charge. The manufacturer or dealer pays the full tuition of each student enrolled in our advanced training
programs, subject to employment commitments made by the students. Our collaboration with OEMs enables us
to provide highly specialized education to our students, resulting in improved employment opportunities and
the potential for higher wages for our graduates. We actively seek to develop new and expand existing
relationships with leading OEMs, dealership networks and other industry participants that focus on the
automotive, diesel, motorcycle and marine industries. Securing and expanding these relationships will support
undergraduate enrollment growth, diversify tuition funding sources and increase program offerings. These
relationships are also valuable to our industry partners since our programs provide them with a steady supply of
highly trained service technicians and a cost-effective alternative to in-house training. Plus, these relationships
also support the development of incremental revenue opportunities from training the OEMs existing
employees.

As a result of our activities with OEMs, during 2008 we expanded our relationship with Toyota Motor Sales U.S.A,
Inc. to offer the Toyota Professional Automotive Technician (TPAT) elective program at our Exton, Pennsylvania and
Sacramento, California campuses. Additionally, we worked closely with International Truck and Engine Corp. to
bring the International Technician Education Program (ITEP): a manufacturer-specific, advanced training program to
our Exton, Pennsylvania campus.

We also offer training for sectors of the industry that would benefit from the skills we teach, including motor freight
companies and other businesses that employ skilled technicians. This training can be performed at UTI sites, customer
sites or at third party locations using curricula developed by us, provided by the customer or supplied by the OEM.
These training relationships provide new sources for revenue, establish new employment opportunities for our
graduates and enhance our brand position as the leading provider of training for the industry.

In addition to our curriculum-based relationships with OEMs, we also develop and maintain a variety of
complementary associations with parts and tools suppliers, enthusiast organizations and other participants in the
industries we serve. These relationships provide us with a variety of strategic and financial benefits that include, but
are not limited to, equipment sponsorship, new product support, licensing and branding opportunities even selected
financial sponsorship for our campuses and students. These relationships improve the quality of our educational
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programs by reducing our investment cost of equipping classrooms. As a result, we are able to expand the scope of
our programs, strengthen our graduate placements and enhance our overall image within the industry.

3
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Explore New Campus Opportunities. We will continue to identify new markets that complement our

established campus network and support further growth. We believe there are a number of local markets that
feature both pools of prospective students and career opportunities for our graduates that are not served through

a local UTI or MMI campus. Additionally, we are transforming our automotive program and diesel program
curricula into a blended learning experience that combines several methodologies, reflective of current industry
training methods and standards, and incorporates on-site classes, real-time online sessions and independent
learning opportunities.

By establishing new campuses in local markets and transforming our curriculum, we will not only supply skilled
technicians to local employers but also provide post-secondary educational opportunities for students otherwise
unwilling or unable to relocate. Additionally, this will provide us with new opportunities to offer continuing and
advanced training to the existing workforces in the industries we serve, while helping us to expand the reach and
appeal of the UTI brand across the country. Furthermore, this will provide flexible training options for our prospective
students and industry partners while allowing for a more efficient use of our faculty and facilities.

We expect that the size of any future campuses will depend upon the specific markets and program offerings and we
expect to evaluate new opportunities as appropriate in the future. We do not anticipate opening any new campuses
during 20009.

Schools and Programs

Through our campus-based school system, we offer specialized technical education programs under the banner of
several well-known brands, including Universal Technical Institute (UTI), Motorcycle Mechanics Institute and
Marine Mechanics Institute (collectively, MMI) and NASCAR Technical Institute (NTI). The majority of our
undergraduate programs are designed to be completed in 12 to 18 months and culminate in an associate of
occupational studies degree, diploma or certificate, depending on the program and campus. Tuition ranges from
approximately $17,750 to $40,650 per program, depending on the nature and length of the program. Our campuses are
accredited and our undergraduate programs are eligible for federal Title IV student financial aid funding. Upon
completion of one of our automotive or diesel undergraduate programs, qualifying students have the opportunity to
apply for enrollment in one of our MSAT programs. These programs are offered in facilities in which OEMs supply
the vehicles, equipment, specialty tools and curricula. In most cases, tuition for the advanced training programs is paid
by each participating OEM or dealer in return for a commitment by the student to work for a dealer of that OEM upon
graduation. We also provide continuing education and training to experienced technicians.

Our undergraduate schools and programs are summarized in the following table:

Date Training

Location Brand Commenced Principal Programs

Arizona (Avondale) UTI 1965 Automotive; Diesel & Industrial

Arizona (Phoenix) MMI 1973 Motorcycle

California (Rancho Cucamonga) UTI 1998 Automotive

California (Sacramento) UTI 2005 Automotive; Diesel & Industrial;
Collision Repair and Refinishing

Florida (Orlando) UTI/MMI 1986 Automotive; Motorcycle; Marine

[linois (Glendale Heights) UTI 1988 Automotive; Diesel & Industrial

Massachusetts (Norwood) UTI 2005 Automotive; Diesel & Industrial
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North Carolina (Mooresville)
Pennsylvania (Exton)
Texas (Houston)

NTI
UTI
UTI

2002
2004
1983

Automotive with NASCAR

Automotive; Diesel & Industrial
Automotive; Diesel & Industrial;
Collision Repair and Refinishing
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Universal Technical Institute (UTI)

UTI offers automotive, diesel and industrial, and collision repair and refinishing programs that are master certified by
the National Automotive Technicians Education Foundation (NATEF), a division of the Institute for Automotive
Service Excellence (ASE). We are continuing the NATEF certification application process for all of our programs at
our Norwood, Massachusetts campus and for our diesel and collision repair and refinishing programs at our
Sacramento, California campus. In order to apply for NATEF certification, a school must meet the ASE curriculum
requirements and have also graduated its first class. Students have the option to enhance their training through the
Ford Accelerated Credential Training (FACT) elective at all UTI campuses. We also offer the Toyota Professional
Automotive Technician (TPAT) elective at our Glendale Heights, Illinois; Exton, Pennsylvania and Sacramento,
California campuses; the Toyota Professional Collision Training (TPCT) elective at our Houston, Texas campus; the
BMW FastTrack elective at our Rancho Cucamonga, California; Avondale, Arizona and Orlando, Florida campuses;
the Nissan Automotive Technician Training (NATT) program at our Houston, Texas; Mooresville, North Carolina;
Sacramento, California and Orlando, Florida campuses; the International Truck Elective Program (ITEP) at our
Glendale Heights, Illinois campus; the Cummins Qualified Technician Program (CQTP) elective at out Avondale,
Arizona and Houston, Texas campuses; and the Daimler Trucks Finish First (f/k/a Freightliner) elective at our
Avondale, Arizona campus. We offer the following programs under the UTI brand:

Automotive Technology. Established in 1965, the Automotive Technology program is designed to teach
students how to diagnose, service and repair automobiles. The program ranges from 51 to 88 weeks in
duration, and tuition ranges from approximately $24,850 to $35,100. Graduates of this program are qualified to
work as entry-level service technicians in automotive dealer service departments or automotive repair facilities.

Diesel & Industrial Technology. Established in 1968, the Diesel & Industrial Technology program is
designed to teach students how to diagnose, service and repair diesel systems and industrial equipment. The
program is 45 to 57 weeks in duration and tuition ranges from approximately $22,500 to $28,750. Graduates of
this program are qualified to work as entry-level service technicians in medium and heavy truck facilities, truck
dealerships, or in service and repair facilities for marine diesel engines and equipment utilized in various
industrial applications, including materials handling, construction, transport refrigeration or farming.

Automotive/Diesel Technology. Established in 1970, the Automotive/Diesel Technology program is designed
to teach students how to diagnose, service and repair automobiles and diesel systems. The program ranges from
69 to 84 weeks in duration and tuition ranges from approximately $29,550 to $37,950. Graduates of this
program typically can work as entry-level service technicians in automotive repair facilities, automotive dealer
service departments, diesel engine repair facilities, medium and heavy truck facilities or truck dealerships.

Automotive/Diesel & Industrial Technology. Established in 1970, the Automotive/Diesel & Industrial
Technology program is designed to teach students how to diagnose, service and repair automobiles, diesel
systems and industrial equipment. The program ranges from 75 to 90 weeks in duration and tuition ranges from
approximately $30,900 to $40,650. Graduates of this program are qualified to work as entry-level service
technicians in automotive repair facilities, automotive dealer service departments, diesel engine repair
facilities, medium and heavy truck facilities, truck dealerships, or in service and repair facilities for marine
diesel engines and equipment utilized in various industrial applications, including material handling,
construction, transport refrigeration or farming.

Collision Repair and Refinishing Technology (CRRT). Established in 1999, the CRRT program is designed
to teach students how to repair non-structural and structural automobile damage as well as how to prepare cost
estimates on all phases of repair and refinishing. The program ranges from 51 to 54 weeks in duration and
tuition ranges from approximately $25,150 to $28,950. Graduates of this program are qualified to work as
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5

Table of Contents

15



Edgar Filing: UNIVERSAL TECHNICAL INSTITUTE INC - Form 10-K

Table of Contents

Motorcycle Mechanics Institute and Marine Mechanics Institute (collectively, MMI)

Motorcycle. Established in 1973, the MMI program is designed to teach students how to diagnose, service and
repair motorcycles and all-terrain vehicles. The program ranges from 48 to 72 weeks in duration and tuition
ranges from approximately $17,750 to $26,600. Graduates of this program are qualified to work as entry-level
service technicians in motorcycle dealerships and independent repair facilities. MMI is supported by six major
motorcycle manufacturers. We have written agreements relating to motorcycle elective programs with BMW
of North America, LLC; Harley-Davidson Motor Co.; and Kawasaki Motors Corp., U.S.A. In addition, we
have verbal understandings relating to motorcycle elective programs with American Honda Motor Co., Inc.;
American Suzuki Motor Corp.; and Yamaha Motor Corp., USA. We have written agreements for dealer
training with American Honda Motor Co., Inc.; Harley-Davidson Motor Co. and Kawasaki Motors Corp.,
U.S.A. These motorcycle manufacturers support us through their endorsement of our curricula content,
assisting in our course development, providing equipment and product donations, and instructor training. The
verbal understandings referenced may be terminated without cause by either party at any time.

Marine. Established in 1991, the MMI program is designed to teach students how to diagnose, service and
repair boats and personal watercraft. The program is 60 weeks in duration and tuition is approximately
$24,450. Graduates of this program are qualified to work as entry-level service technicians for marine
dealerships and independent repair shops, as well as for marinas, boat yards and yacht clubs. MMI is supported
by several marine manufacturers and we have verbal agreements relating to marine elective programs with
American Honda Motor Co., Inc.; Mercury Marine; American Suzuki Motor Corp. and Yamaha Motor Corp.,
USA. We have written agreements for dealer training with American Honda Motor Co. Inc.; Kawasaki Motors
Corp., U.S.A.; Mercury Marine and Volvo Penta of the Americas, Inc. These marine manufacturers support us
through their endorsement of our curricula content, assisting with course development, equipment and product
donations, and instructor training. The verbal understandings referenced may be terminated without cause by
either party at any time.

NASCAR Technical Institute (NTI)

Established in 2002, NTI offers the same type of automotive training as UTI, but with additional NASCAR-specific
courses. In addition to the training received in our Automotive Technology program, students have the opportunity to
learn first-hand with NASCAR engines and equipment and to learn specific skills required for entry-level positions in
automotive and racing-related career opportunities. The program ranges from 48 to 78 weeks in duration and tuition
ranges from $25,500 to $37,400. Similar to graduates of the Automotive Technology program, NTI graduates are
qualified to work as entry-level service technicians in automotive repair facilities or automotive dealer service
departments. For those students who have trained in our NASCAR technology program, from the opening of NTI
through fiscal 2007, approximately 19% have found employment opportunities to work in racing-related industries
with the remainder working in the automotive service sector.

Manufacturer Specific Advanced Training Programs

Our advanced programs are intended to offer in-depth instruction on specific manufacturers products, qualifying a
graduate for employment with a dealer seeking highly specialized, entry-level technicians with brand-specific skills.
Students who are highly ranked graduates of an automotive or diesel program may apply to be selected for these
programs. The programs range from 8 to 27 weeks in duration and tuition is paid by the manufacturer or dealer,
subject to employment commitments made by the student. The manufacturer also supplies vehicles, equipment,
specialty tools and curricula for the courses. Pursuant to written agreements, we offer manufacturer specific advanced
training programs for the following OEMs: Audi of America; BMW of North America, LLC; International Truck and
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Engine Corp.; Mercedes-Benz USA, LLC; Volkswagen of America, Inc.; and Volvo Cars of North America, Inc.
Pursuant to a verbal agreement, we offer a MSAT program for Porsche Cars of North America, Inc. We anticipate that
we will renew contracts in the following list that expire during the next year.
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Audi. We have a written agreement with Audi of America whereby we provide Audi Academy training
programs at our Avondale, Arizona and Exton, Pennsylvania training facilities using vehicles, equipment,
specialty tools and curricula provided by Audi. This agreement expires on December 31, 2008 and may be
terminated for cause by either party.

BMW. We have a written agreement with BMW of North America, LLC whereby we provide BMW s Service
Technician Education Program (STEP) at our Avondale, Arizona; Orlando, Florida; Houston, Texas and
Rancho Cucamonga, California training facilities and at the BMW training center in Woodcliff Lake, New
Jersey and the Mini Service Technical Education Program (Mini Cooper STEP) at our Orlando, Florida
training facilities using vehicles, equipment, specialty tools and curricula provided by BMW. This agreement
expires on December 31, 2008 and may be terminated for cause by either party.

International Truck. We have a written agreement with International Truck and Engine Corp. whereby we
provide the International Technician Education Program (ITEP) training program at our training facilities in
Glendale Heights, Illinois and Exton, Pennsylvania using vehicles, equipment, specialty tools and curricula
provided by International Truck. This agreement expires on December 31, 2008 and may be terminated without
cause by either party upon 180 days written notice.

Mercedes-Benz. We have a written agreement with Mercedes-Benz USA, LLC whereby we provide the
Mercedes-Benz ELITE training programs at our Rancho Cucamonga, California; Houston, Texas; Orlando,
Florida; Glendale Heights, Illinois and Norwood, Massachusetts training facilities using vehicles, equipment,
specialty tools and curricula provided by Mercedes-Benz. We also provide the Mercedes-Benz ELITE
Collision Repair Training (CRT) program at our Houston, Texas training facility. The agreement expires on
December 31, 2008 and may be terminated without cause by either party upon 30 days written notice.

Porsche. We have a verbal agreement with Porsche Cars of North America, Inc. whereby we provide the
Porsche Technician Apprenticeship Program (PTAP) at the Porsche Training Center in Atlanta, Georgia using
vehicles, equipment, specialty tools and curricula provided by Porsche. The written agreement we were
operating under expired on September 2008 and we are awaiting final signature on a new agreement.

Volkswagen. We have a written agreement with Volkswagen of America, Inc. whereby we provide
Volkswagen Academy Technician Recruitment Program (VATRP) training at our Rancho Cucamonga,
California and Exton, Pennsylvania training facilities using tools, equipment and vehicles provided by
Volkswagen. This agreement expires on December 31, 2008 and may be terminated for cause by either party.

Volvo. We have a written agreement with Ford Motor Company whereby we conduct Volvo s Service
Automotive Factory Education (SAFE) program training at our training facility in Avondale, Arizona using
vehicles, equipment, specialty tools and curricula approved by Volvo. This agreement expires on December 31,
2008.

Dealer/Industry Training

Technicians in all of the industries we serve are in regular need of training or certification on new technologies.
Manufacturers are outsourcing a portion of this training to education providers such as UTI. We currently provide
dealer technician training to manufacturers such as: American Honda Motor Co., Inc.; BMW of North America, LLC;
Harley-Davidson Motor Co.; Kawasaki Motors Corp. U.S.A.; Mercedes-Benz USA, LLC; Mercury Marine;

Volkswagen of America, Inc. and Volvo Penta of the Americas, Inc.

Industry Relationships
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We have a network of industry relationships that provide a wide range of strategic and financial benefits, including
product/financial support, licensing and manufacturer training.

Product/Financial Support. Product/financial support is an integral component of our business strategy and is
present throughout our schools. In these relationships, sponsors provide their products, including equipment
and supplies, at reduced or no cost to us, in return for our use of those products in the classroom. In addition,
they may provide financial sponsorship to either us or our students. Product/financial support is

7
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an attractive marketing opportunity for sponsors because our classrooms provide them with early access to the
future end-users of their products. As students become familiar with a manufacturer s products during training,
they may be more likely to continue to use the same products upon graduation. Our product support
relationships allow us to minimize the equipment and supply costs in each of our classrooms and significantly
reduce the capital outlay necessary for operating and equipping our campuses.

An example of a product/financial support relationship is:

Snap-on Tools. Upon graduation from our undergraduate programs, students receive a Snap-on Tools
entry-level tool set having an approximate retail value of $1,000. We purchase these tool sets from Snap-on
Tools at a discount from their list price pursuant to a written agreement which expires in January 2009. In
the context of this relationship, we have granted Snap-on Tools exclusive access to our campuses to display
tool related advertising, and we have agreed to use Snap-on Tools equipment to train our students. We
receive credits from Snap-on Tools for student tool kits that we purchase and any additional purchases made
by our students. We can then redeem those credits to purchase Snap-on Tools equipment and tools for our
campuses at the full retail list price.

Licensing. Licensing agreements enable us to establish meaningful relationships with key industry brands. We
pay a licensing fee and, in return, receive the right to use a particular industry participant s name or logo in our
promotional materials and on our campuses. We believe that our current and potential students generally
identify favorably with the recognized brand names licensed to us, enhancing our reputation and the
effectiveness of our marketing efforts.

An example of a licensing arrangement is:

NASCAR. In July 1999, we entered into a licensing arrangement with NASCAR and became its exclusive
education provider for automotive technicians. This written agreement was renewed during 2007 and now
expires on December 31, 2017. The agreement may be terminated for cause by either party at any time prior
to its expiration. In July 2002, the NASCAR Technical Institute opened in Mooresville, North Carolina. This
relationship provides us with access to the network of NASCAR sponsors, presenting us with the
opportunity to enhance our product support relationships. The popular NASCAR brand name combined with
the opportunity to learn on high-performance cars is a powerful recruiting and retention tool.

Manufacturer Training. Manufacturer training relationships provide benefits to us that impact each of our
education programs. These relationships support entry-level training tailored to the needs of a specific
manufacturer, as well as continuing education and training of experienced technicians. In our entry-level
programs, students receive training and certification on a given manufacturer s products. In return, the
manufacturer supplies vehicles, equipment, specialty tools and parts, and assistance in developing curricula.
Students who receive this training are often certified to work on that manufacturer s products when they
complete the program. The certification typically leads to both improved employment opportunities and the
potential for higher wages. Manufacturer training relationships lower the capital investment necessary to equip
our classrooms and provide us with a significant marketing advantage. In addition, through these relationships,
manufacturers are able to increase the pool of skilled technicians available to service and repair their products.

We actively seek to extend our relationship with a given manufacturer by providing the manufacturer s training to
entry level as well as experienced technicians. Similar to advanced training, these programs are built on a training
relationship under which the manufacturer not only provides the equipment and curricula but also pays for the
students tuition. These training courses often take place within our existing facilities, allowing the manufacturer to
avoid the costs associated with establishing its own dedicated facility.
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Examples of manufacturer training relationships include:
American Honda Motor Co., Inc. We provide marine and motorcycle training for experienced American
Honda technicians utilizing training materials and curricula provided by American Honda. Pursuant to

written agreements, our instructors provide marine and motorcycle dealer training at American

8
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Honda-authorized training centers across the United States. The marine dealer training agreement expires on
June 30, 2009 and the motorcycle dealer training agreement expires on September 30, 2010. These
agreements may be terminated for cause by American Honda at any time prior to their expiration. Pursuant
to verbal agreements, we oversee the administration of the motorcycle training program, including
technician enrollment, and American Honda supports our campus Hon Tech training program by donating
equipment and providing curricula.

Ford Motor Company. Pursuant to a written agreement, we offer the Ford Accelerated Credential Training
(FACT) elective to all of the students in our Automotive, Automotive/Diesel, Automotive/Diesel &
Industrial and Automotive with NASCAR programs. The FACT elective is a 15-week course in
Ford-specific training, during which students are able to earn Ford certifications. Ford Motor Company
provides the curriculum, vehicles, specialty equipment and other training aids used for the FACT elective.
This agreement has an indefinite term and may be terminated without cause by either party upon six months
written notice

Mercedes-Benz USA, LLC. Pursuant to a written agreement, we offer various Mercedes-Benz ELITE
training programs. The Mercedes-Benz ELITE Technician Training program is a 16-week advanced training
program that enables students to earn Mercedes-Benz training credits in service maintenance, diagnosis and
repair of most Mercedes-Benz vehicle systems. In addition, we provide Mercedes-Benz ELITE Dealer
Product training, ELITE Collision Repair Technology training, ELITE Service Advisor training and ELITE
Sales Consultant training at the Mercedes-Benz ELITE training centers located at various UTI campuses.
Graduates of UTI s Automotive, Automotive/Diesel and Collision Repair and Refinishing Technology
programs may apply for one of these Mercedes-Benz ELITE programs. Tuition for the program is paid by
the manufacturer. All curricula, vehicles, specialty tools and training aids for these programs are provided by
Mercedes-Benz. This agreement expires on December 31, 2008 and may be terminated without cause by
either party upon 30 days written notice.

Toyota. Pursuant to a written agreement with Toyota Motor Sales, U.S.A., Inc., we offer the Toyota
Professional Automotive Technician (TPAT) program, a Toyota, Lexus and Scion brand-specific training
program at our Glendale Heights, Illinois; Exton, Pennsylvania and Sacramento, California campuses. We
also provide the Toyota Professional Collision Training program at our Houston, Texas campus. These
programs use training and course materials as well as training vehicles and equipment provided by Toyota.
This agreement was renewed during 2007 and expires on July 31, 2012 and may be terminated without cause
by either party upon 30 days written notice.

Nissan. Pursuant to a written agreement with Nissan North America, Inc., we offer the Nissan Automotive
Technician Training (NATT) program, a Nissan and Infiniti branded vehicle training program at our
Orlando, Florida; Mooresville, North Carolina; Sacramento, California and Houston, Texas campuses. The
NATT program uses training and course materials as well as training vehicles and equipment provided by
Nissan. The agreement was renewed during 2008 and expires on March 31, 2011 and may be terminated
without cause by either party upon 30 days written notice.

Student Recruitment Model
We strive to increase our campus enrollment and profitability through a web-centric marketing strategy and three

primary sales channels. Our strategy enables us to recruit a geographically dispersed and demographically diverse
student body including recent high school graduates and adult learners.
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Marketing and Advertising. Our marketing strategies are designed to align lead generation and lead
conversion tactics with specific potential student segments. We leverage a web-centric lead generation
platform that focuses on nationally efficient advertising coupled with the internet, where our web site acts as
the primary hub of our campaigns, to inform, educate and convert site visitors to leads. Currently, we advertise

on television, radio and multiple internet sites, in magazines, and use events, direct mail and telemarketing to
reach prospective students.
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Additionally, to enhance the productivity of our admissions representatives, we have increased our emphasis on local
marketing and outreach by driving prospective students to visit our campuses and take tours. Moreover, to assist
converting prospective students to enrolled students, we deploy specific student contact strategies that deliver relevant
content and messaging that matches where the prospective student is in his or her buying process.

Field-Based Representatives. Our field-based education representatives recruit prospective students primarily
from high schools across the country. Over the last three fiscal years, approximately 60% of our student
population has been recruited directly out of high school. Currently, we employ approximately 160 field-based
education representatives with assigned territories covering the United States and U.S. territories. Our
field-based education representatives generate the majority of their leads by making career presentations at
high schools. Typically, the field-based education representatives enroll high school students during an
application interview conducted at the homes of prospective students.

Our reputation in local, regional and national business communities, endorsements from high school guidance
counselors and the recommendations of satisfied graduates and employers are some of our most effective recruiting
tools. Accordingly, we strive to build relationships with the people who influence the career decisions of prospective
students, such as vocational instructors and high school guidance counselors. We conduct seminars for high school
career counselors and instructors at our training facilities and campuses as a means of further educating these
individuals on the merits of our programs.

Military Representatives. Our military representatives develop relationships with military personnel and
provide information about our training programs. Currently, we employ approximately 10 military
representatives. We deliver career presentations to soldiers who are approaching their date of separation or
have recently separated from the military as a means of further educating these individuals on the merits of our
technical training programs.

Campus-Based Representatives. In addition to our field-based and military education representatives, we
employ campus-based representatives to recruit adult career seeker or career changer students. These
representatives respond to student inquiries generated from national, regional and local advertising and
promotional activities. Currently, we employ approximately 125 campus-based education representatives.
Since adults tend to start our programs throughout the year instead of in the fall as is most typical of traditional
school calendars, these students help balance our enrollment throughout the year.

Student Admissions and Retention

We currently employ approximately 295 field, military and campus based education representatives who work directly
with prospective students to facilitate the enrollment process. At each campus, student admissions are overseen by an
admissions department that reviews each application. Different programs have varying admissions standards. For
example, applicants for programs offered at our Avondale, Arizona location, which offers an associate of occupational
studies (AOS) degree, must be at least 16 years of age and provide proof of: high school graduation, or its equivalent,
certification of high school equivalency (G.E.D.); successful completion of a degree program at the post-secondary
level; or successful completion of officially recognized home schooling. Students who present a diploma or certificate
evidencing completion of home schooling or an online high school program are required to take and pass an entrance
exam. Applicants at all other locations must meet the same requirements, or be at least 21 years of age and have the
ability to benefit from the training as demonstrated by personal interviews and performance on a basic skills exam.
Students who are beyond the age of compulsory attendance and have completed a high school program, but have not
passed a state required high school completion exam where required, may also apply to attend through the ability to
benefit option, and must meet the same criteria outlined above. Students enrolling at UTI campuses in California are
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also required by state law to complete and achieve a passing score on an entrance exam prior to being accepted into a
program.

To maximize student persistence, we have student services professionals and other resources to assist and advise
students regarding academic, financial, personal and employment matters. Our consolidated student completion rate is
approximately 70%, which we believe compares favorably with the student completion rates of other providers of
comparable educational/training programs.
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Enrollment

We enroll students throughout the year. For the twelve months ended September 30, 2008, we had an average
enrollment of 14,941 full-time undergraduate students, representing a decrease of approximately 6% as compared to
the twelve months ended September 30, 2007. Currently, our student body is geographically diverse, with a majority
of our students at most campuses having relocated to attend our programs. For the twelve months ended

September 30, 2008, 2007 and 2006 we had average undergraduate enrollments of 14,941, 15,856, and 16,291,
respectively.

Graduate Placement

Securing employment opportunities for our graduates is critical to our ability to attract high quality prospective
students. Accordingly, we dedicate significant resources to maintaining an effective graduate placement program. Our
placement rate for 2007 and 2006 was 91%. The placement calculation is based on all graduates, including those that
completed manufacturer specific advanced training programs, from October 1, 2006 to September 30, 2007 and
October 1, 2005 to September 30, 2006, respectively. For 2007, UTI had 12,294 total graduates, of which 11,817 were
available for employment. Of those graduates available for employment, 10,708 were employed at the time of
reporting, for a total of 91%. For 2006, UTI had 11,892 total graduates, of which 11,496 were available for
employment. Of those graduates available for employment, 10,470 were employed at the time of reporting, for a total
of 91%. In an effort to maintain our high placement rates, we offer an on-going program of employment search
assistance to our students. Our schools develop job opportunities and referrals, instruct active students on employment
search and interviewing skills, provide access to reference materials and assistance with the composition of resumes.
We also seek out employers who may participate in our Tuition Reimbursement Incentive Program (TRIP), whereby
employers assist our graduates with their tuition obligation by paying back a portion or all of their student loans. We
believe that our employment services program provides our students with a more compelling value proposition and
enhances the employment opportunities for our graduates.

Faculty and Employees

Faculty members are hired nationally in accordance with established criteria, applicable accreditation standards and
applicable state regulations. Members of our faculty are primarily industry professionals and are hired based on their
prior work and educational experience. We require a specific level of industry experience in order to enhance the
quality of the programs we offer and to address current and industry-specific issues in the course content. We provide
intensive instructional training and continuing education to our faculty members to maintain the quality of instruction
in all fields of study. Our existing instructors have an average of five years of industry experience and our average
undergraduate student-to-teacher ratio is approximately 22-to-1.

Each school s support team typically includes a campus president, an education director, an admissions director, a
financial aid director, a student services director, an employment services director, a campus controller and a facilities
director. As of September 30, 2008, we had approximately 2,135 full-time employees, including approximately 535
student support employees and approximately 845 full-time instructors.

Our employees are not represented by labor unions and are not subject to collective bargaining agreements. We have
never experienced a work stoppage, and we believe that we have a good relationship with our employees. However, if

we open hew campuses, we may encounter employees who desire or maintain union representation.

Competition
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Our main competitors are other proprietary career-oriented and technical schools, including Lincoln Technical
Institute, a wholly-owned subsidiary of Lincoln Educational Services Corporation, WyoTech, which is owned by
Corinthian Colleges, Inc. and traditional two-year junior and community colleges. We compete at a local and regional
level based primarily on the content, visibility and accessibility of academic programs, the quality of instruction and
the time necessary to enter the workforce. We believe that our industry relationships, size, brand recognition,
reputation and nationwide recruiting system provide UTI a competitive advantage.
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Environmental Matters

We use hazardous materials at our training facilities and campuses, and generate small quantities of regulated waste,
including used oil, antifreeze, paint and car batteries. As a result, our facilities and operations are subject to a variety
of environmental laws and regulations governing, among other things, the use, storage and disposal of solid and
hazardous substances and waste, and the clean-up of contamination at our facilities or off-site locations to which we
send or have sent waste for disposal. We are also required to obtain permits for our air emissions, and to meet
operational and maintenance requirements, including periodic testing, for an underground storage tank located at one
of our properties. In the event we do not maintain compliance with any of these laws and regulations, or if we are
responsible for a spill or release of hazardous materials, we could incur significant costs for clean-up, damages, and
fines or penalties.

Regulatory Environment

Our institutions and students participate in a variety of government-sponsored financial aid programs to assist students
in paying the cost of their education. The largest source of such support is the federal programs of student financial
assistance under Title IV of the Higher Education Act of 1965, as amended, commonly referred to as Title [V
Programs, which are administered by the U.S. Department of Education (ED). In 2008, we derived approximately
72% of our net revenues from Title IV Programs.

To participate in Title IV Programs, an institution must be authorized to offer its programs of instruction by relevant
state education agencies, be accredited by an accrediting commission recognized by ED, and be certified as an eligible
institution by ED. For these reasons, our institutions are subject to extensive regulatory requirements imposed by all of
these entities.

State Authorization

Each of our institutions must be authorized by the applicable education agency of the state in which the institution is
located to operate and to grant degrees, diplomas or certificates to its students. Our institutions are subject to
extensive, ongoing regulation by each of these states. State authorization is also required for an institution to become
and remain eligible to participate in Title IV Programs. In addition, our institutions are required to be authorized by
the applicable state education agencies of certain other states in which our institutions recruit students. Currently, each
of our institutions is authorized by the applicable state education agency or agencies.

The level of regulatory oversight varies substantially from state to state and is extensive in some states. State laws
typically establish standards for instruction, qualifications of faculty, location and nature of facilities and equipment,
administrative procedures, marketing, recruiting, financial operations and other operational matters. State laws and
regulations may limit our ability to offer educational programs and to award degrees, diplomas or certificates. Some
states prescribe standards of financial responsibility that are consistent with those prescribed by ED and some states
require institutions to post a surety bond. Currently, we have posted surety bonds on behalf of our institutions and
education representatives with multiple states of approximately $14.6 million. We believe that each of our institutions
is in substantial compliance with state education agency requirements. If any one of our institutions lost its
authorization from the education agency of the state in which the institution is located, that institution would be unable
to offer its programs and we could be forced to close that institution. If one of our institutions lost its authorization
from a state other than the state in which the institution is located, that institution would not be able to recruit students
in that state.
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Due to state budget constraints in some of the states in which we operate, it is possible that those states may reduce the
number of employees in, or curtail the operations of, the state education agencies that authorize our institutions. A
delay or refusal by any state education agency in approving any changes in our operations that require state approval,
such as the opening of a new campus, the introduction of new programs, a change of control or the hiring or
placement of new education representatives, could prevent us from making, or delay our ability to make, such
changes.

In July 2007, the California Bureau for Private Postsecondary and Vocational Education (BPPVE), the state
authorizing agency for our two campuses located in California, ceased operations following the expiration of the
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agency s governing state statute. The regulatory standards governing institutional operations in California also
subsequently expired. We signed a voluntary agreement with the California Department of Consumer Affairs whereby
our California campuses agreed to continue to operate in accordance with the provisions of the expired BPPVE. By
signing the voluntary agreement, the licenses and approvals of our California campuses that were valid as of June 30,
2007 remain in effect. As of January 2008, institutions that have signed the voluntary agreement with the Department
of Consumer Affairs and are operating as though the statutes are still in effect may implement substantive changes
that would otherwise comply with the statutes provided such changes receive approval from the institutions
accrediting agency prior to implementation. In September 2008, the California governor vetoed a bill that would have
created a new state authorizing agency and new regulatory standards for most post secondary institutions in the state.
We anticipate the California legislature will revisit the creation of a new agency in 2009.

Accreditation

Accreditation is a non-governmental process through which an institution voluntarily submits to ongoing qualitative
review by an organization of peer institutions. Accrediting commissions primarily examine the academic quality of
the institution s instructional programs, and a grant of accreditation is generally viewed as confirmation that the
institution s programs meet generally accepted academic standards. Accrediting commissions also review the
administrative and financial operations of the institutions they accredit to ensure that each institution has the resources
necessary to perform its educational mission.

Accreditation by an accrediting commission recognized by ED is required for an institution to be certified to
participate in Title IV Programs. In order to be recognized by ED, accrediting commissions must adopt specific
standards for their review of educational institutions. All of our institutions are accredited by the Accrediting
Commission of Career Schools and Colleges of Technology, or ACCSCT, an accrediting commission recognized by
ED. Our Avondale, Arizona; Glendale Heights, Illinois; Houston, Texas; Rancho Cucamonga, California; and
Orlando, Florida campuses are on the same accreditation cycle, having achieved a five-year grant of accreditation in
February 2004. NASCAR Technical Institute (NTI) received a five-year grant of accreditation in December 2003 and
is awaiting finalization of its renewal of accreditation. Our Phoenix, Arizona Motorcycle Mechanics Institute

(MMI) campus received a five-year grant of accreditation in May 2004. Our Exton, Pennsylvania campus received a
five-year grant of accreditation in October 2006. Our Norwood, Massachusetts campus received a five-year grant of
accreditation effective July 2007 in November 2007. Our Sacramento, California campus received a five-year grant of
accreditation effective December 2007 in June 2008. We believe that each of our institutions is in substantial
compliance with ACCSCT accreditation standards. If any one of our institutions lost its accreditation, students
attending that institution would no longer be eligible to receive Title IV Program funding, and we could be forced to
close that institution. An accrediting commission may place an institution on reporting status to monitor one or more
specified areas of performance in relation to the accreditation standards. An institution placed on reporting status is
required to report periodically to the accrediting commission on that institution s performance in the area or areas
specified by the commission.

As of September 30, 2008, two programs in the motorcycle division, with one student and 162 students, respectively,
at our Orlando, Florida MMI campus were placed on outcomes reporting with the intention of monitoring these
programs that experienced a graduation or completion rate below the required minimum. We modified and reduced
the length of the programs and are working to improve the graduation or completion rates for these programs.

Nature of Federal and State Support for Post-Secondary Education
The federal government provides a substantial part of its support for post-secondary education through Title IV

Programs, in the form of grants and loans to students who can use those funds at any institution that has been certified
as eligible by ED. Most aid under Title IV Programs is awarded on the basis of financial need, generally defined as the
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difference between the cost of attending the institution and the amount a student can reasonably contribute to that cost.
All recipients of Title IV Program funds must maintain a satisfactory grade point average and make timely progress
toward completion of their program of study. In addition, each institution must ensure that Title IV Program funds are
properly accounted for and disbursed in the correct amounts to eligible students.
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Students at our institutions receive grants and loans to fund their education under the following Title IV Programs:
(1) the Federal Family Education Loan, or FFEL, program; (2) the Federal Pell Grant, or Pell, program; (3) the
Federal Supplemental Educational Opportunity Grant, or FSEOG, program; and (4) the Federal Perkins Loan, or
Perkins, program.

FFEL. Under the FFEL program, banks and other lending institutions make loans to students or their parents. If a
student or parent defaults on a loan, payment is guaranteed by a federally recognized guaranty agency, which is then
reimbursed by ED. Students with financial need qualify for interest subsidies while in school and during grace
periods. In 2008, we derived approximately 55% of our net revenues from the FFEL program.

Pell. Under the Pell program, ED makes grants to students who demonstrate financial need. In 2008, we derived
approximately 8% of our net revenues from the Pell program.

FSEOG. FSEOG grants are designed to supplement Pell grants for students with the greatest financial need. We are
required to provide funding for 25% of all awards made under this program. In 2008, we derived approximately 1% of
our net revenues from the FSEOG program.

Perkins. Perkins loans are made from a revolving institutional account in which 75% of new funding is capitalized by
ED and the remainder by the institution. Each institution is responsible for collecting payments on Perkins loans from
its former students and lending those funds to currently enrolled students. Defaults by students on their Perkins loans
reduce the amount of funds available in the institution s revolving account to make loans to additional students, but the
institution does not have any obligation to guarantee the loans or repay the defaulted amounts. For the federal award
year that extends from July 1, 2008 through June 30, 2009, ED will not disburse any new federal funds to any
institutions for Perkins loans due to federal appropriations limitations; however, institutions may continue to make

new Perkins loans to students out of their existing revolving accounts. In 2008, we derived less than 1% of our net
revenues from the Perkins program.

Some of our students receive financial aid from federal sources other than Title IV Programs, such as the programs
administered by the U.S. Department of Veterans Affairs and under the Workforce Investment Act. In addition, many
states also provide financial aid to our students in the form of grants, loans or scholarships. The eligibility
requirements for state financial aid and other federal aid programs vary among the funding agencies and by program.
Several states that provide financial aid to our students, including California, are facing significant budgetary
constraints. We believe that the overall level of state financial aid for our students may decrease in the near term, but
we cannot predict how significant any such reductions will be or how long they will last.

Regulation of Federal Student Financial Aid Programs

To participate in Title IV Programs, an institution must be authorized to offer its programs by the relevant state
education agencies, be accredited by an accrediting commission recognized by ED and be certified as eligible by ED.
ED will certify an institution to participate in Title IV Programs only after the institution has demonstrated compliance
with the Higher Education Act of 1965, as amended, and ED s extensive regulations regarding institutional eligibility.
An institution must also demonstrate its compliance to ED on an ongoing basis. All of our institutions are certified to
participate in Title IV Programs.

ED s Title IV Program standards are applied primarily on an institutional basis, with an institution defined by ED as a
main campus and its additional locations, if any. Under this definition for ED purposes we have the following three

institutions:

Universal Technical Institute of Arizona
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Main campus: Universal Technical Institute, Avondale, Arizona

Additional locations: Universal Technical Institute, Glendale Heights, Illinois
Universal Technical Institute, Rancho Cucamonga, California
NASCAR Technical Institute, Mooresville, North Carolina
Universal Technical Institute, Norwood, Massachusetts
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Universal Technical Institute of Phoenix

Main campus: Universal Technical Institute DBA Motorcycle Mechanics Institute, Motorcycle & Marine
Mechanics Institute, Phoenix, Arizona

Additional locations: Universal Technical Institute, Sacramento, California
Universal Technical Institute, Orlando Florida

Divisions: Motorcycle Mechanics Institute, Orlando, Florida

Marine Mechanics Institute, Orlando, Florida

Automotive, Orlando, Florida

Universal Technical Institute of Texas

Main campus: Universal Technical Institute, Houston, Texas
Additional location: Universal Technical Institute, Exton, Pennsylvania

In July 2006, ED began its recertification process for our institutions. Upon completion of its review, ED fully
certified all of our institutions. ED certified our Houston, Texas institution and its additional locations to participate in
Title IV Programs through March 2012. ED certified our Avondale and Phoenix, Arizona institutions and their
additional locations to participate in Title IV Programs through September 2010.

The substantial amount of federal funds disbursed through Title IV Programs, the large number of students and
institutions participating in those programs and instances of fraud and abuse by some institutions and students in the
past have caused Congress to require ED to exercise significant regulatory oversight over institutions participating in
Title IV Programs. Accrediting commissions and state education agencies also have responsibility for overseeing
compliance of institutions with Title IV Program requirements. As a result, each of our institutions is subject to
detailed oversight and review, and must comply with a complex framework of laws and regulations. Because ED
periodically revises its regulations and changes its interpretation of existing laws and regulations, we cannot predict
with certainty how the Title IV Program requirements will be applied in all circumstances.

Significant factors relating to Title IV Programs that could adversely affect us include the following:

Congressional Action. Political and budgetary concerns significantly affect Title IV Programs. Congress has
historically reauthorized the Higher Education Act (HEA) approximately every five to six years. The HEA was
reauthorized, amended and signed into law on August 14, 2008 (the 2008 Act). The 2008 Act continued the
availability of Title IV funds, authorized additional aid and benefits for students, required new federal reporting items
and disclosures and codified compliance requirements related to student loans. In addition, the 2008 Act implemented
numerous changes that impact how our institutions comply with the requirement that they receive no less than a
certain percentage of their revenue from sources other than the Title IV programs and with the cohort default rate
requirement.

Congress reviews and determines federal appropriations for Title IV Programs on an annual basis. Since a significant

percentage of our net revenues is derived from Title IV Programs, any action by Congress that significantly reduces
Title IV Program funding, or reduces the ability of our institutions or students to participate in Title IV Programs,
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could reduce our student enrollment and net revenues. Congressional action may also increase our administrative costs
and require us to modify our practices in order for our institutions to comply with Title IV Program requirements.

In September 2007, the College Access and Affordability Act was signed into law. This law increased Pell Grants,
gradually reduced the interest rate on federal Stafford loans by half over five years, and provided broader access to the
grant and loan programs. The funds used to support these changes, however, come exclusively from the reduction of
federal subsidies for the student loan providers involved in the Federal Family Education Loan Programs and the
related costs may be passed to students through increased fees and reduced borrower benefits. During the past twelve
months, student loan providers have exited the FFEL Programs due to decreased loan profitability, however our
students have not experienced difficulty in obtaining their loans under the FFEL Program and we believe our lender
relationships remain strong.
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The 90/10 Rule. A proprietary institution endangers its eligibility to participate in Title IV Programs if it derives
more than 90% of its revenue from Title IV Programs for any fiscal year, as defined in statutes and regulations and as
calculated on a cash basis of accounting. The 2008 Act changed a number of elements related to the 90/10 Rule,
including the implications for failing to comply with the requirements, mandating certain disclosure requirements,
revising the calculations of the percentage of Title IV Program funds an institution received, and providing temporary
relief from the impact of the increased student eligibility for Title IV Program funds.

The 2008 Act revised the 90/10 Rule so that an institution must exceed the 90% threshold for two consecutive
institutional fiscal years to be subject to loss of Title IV eligibility. Further, if an institution exceeds the 90% level for
a single year, ED will place the institution on provisional certification for a period of at least two years. The 2008 Act
also changed the law to provide that an institution that does exceed the 90% threshold for two consecutive years will
lose Title IV eligibility for at least the next two years and if the institution exceeds the 90% threshold for two
consecutive years, eligibility will terminate on the date the institution is determined ineligible by ED instead of the
automatic loss of eligibility at the end of the fiscal year during which the institution exceeded the 90% threshold.

The 2008 Act also created certain changes to the 90/10 calculation methodology, including the treatment of certain
portions of Stafford loans, institutional loans, and revenue received from non-Title IV programs. The annual
unsubsidized Stafford loans available for undergraduate students under the FFEL program increased by $2,000 on
July 1, 2008, which, coupled with recent increases in the amount available to students via Pell Grants and other
Title IV Programs, may result in some of our institutions receiving an increased amount of revenue from Title IV
Programs. The 2008 Act provides relief from these recent increases in the availability and amount of federal aid. For
the period from July 1, 2008 until June 30, 2011, an institution will be able to count as non-Title IV revenue that
portion of any unsubsidized Stafford loan received by a student that exceeds the maximum loan amount that would
have been available to such student under the law that was in effect prior to July 1, 2008.

We have calculated the percentage of revenue derived from Title IV Programs for each of our institutions for 2008,
2007 and 2006, using the formula as defined prior to the amendments included in the 2008 Act, and determined that
none of our institutions derived more than 90% of its revenue from Title IV Programs for any year. For 2008, our
institutions  90/10 Rule percentages ranged from 70% to 74%. We regularly monitor compliance with this requirement
to minimize the risk that any of our institutions would derive more than the allowable maximum percentage of its
revenue from Title IV Programs for any fiscal year.

Student Loan Defaults. FFEL. An institution may lose its eligibility to participate in some or all Title IV Programs if
the rates at which the institution s current and former students default on their federal student loans exceed specified
percentages. ED calculates these rates based on the number of students who have defaulted on their Federal Stafford
loans, not the dollar amount of such defaults. ED calculates an institution s cohort default rate on an annual basis as the
rate at which borrowers scheduled to begin repayment on their loans in one federal fiscal year default on those loans
by the end of the next federal fiscal year. An institution whose FFEL cohort default rate is 25% or greater for three
consecutive federal fiscal years ending September 30 loses eligibility to participate in 